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MONDAY, MAY 12, 1958 


Unrrep Staves ‘SENATE, 
CoMMITTER OF BANKING AND. CURRENCY, | 
SUBCOMMITTEE ON Hovusina, 
Washington, D. C.. 

The subcommittee met, pursuant to call, at 10:10 a. m., in room 
301, Senate Office Building; Senator John Sparkman (chairman of 
the subcommittee) presiding. 

Present: Senators Sparkman, | Fulbright, Douglas, Monroney, 
Clark, Capehart, Bush. ‘and Beall. 

Senator Sparkman. Let the subcommittee come to order. 

The Subcommittee on Housing today commences hearings on bills 
pending before it as of this date. The purpose of these hearings: is 
to receive testimony and: afford members. an opportunity to. discuss 
fully the provisions of these bills, which are, for the most:part, amend- 
ments to the various housing programs administered by the Housing 
and Home Finance Agency we its constituent agencies. 

The bills to be considered are as follows : 

S. 2791, which I introduced, by request, to create a new Federal 
corporation which would be authorized to guarantee the top 20 per- 
cent of conventional mortgages. 

S. 2865, by Senator Morse, to amend title I of the Housing Act of 
1949 to authorize the extension of urban renewal assistance to certain 
communities affected by public works projects. 

S. 2872; by Senator Murray, relating to the insurance of savings and 
Joan accounts. 

S. 2992, by Senator Bible, to waive certain requirements of the urban 
renewal program for the period of January 1, 1957, through. June 30, 
1958, in regard.to noncash grants-in-aid. _ 

S. '3064, xy Senator Payn ne, to broaden, the scope of the FHA section 

921 relocation housing program. ’ 

S: 3213, by Senator Fulbright; S S. 3081, by Senator ‘Thye; ‘8. 3351, 
by Senator Beall; and S. 3713. by Senator Clark and others, to inerease 
the authorization and further broaden the scope of the college housing 
program. 

S. 3398, by Senator Capehart. by request, to. make certain technical 
adjustments in the FNMA Charter Act relative to the computation 
of taxes by the association. 

S. 3399, by Senator € Peas by request, is the administration’s 
proposed amendments to the National Housing Act and other related 
acts. 

S. 3484, by Senator Russell. relating to the’: ae quisition of certain 
FHA section 207 ‘rental housing: projects. by the: Department. of 
Defense for use as military housing, 
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S. 3548, by Senator Javits and others, to increase the urban renewal 

capital grant authorization by $500 million. | 
$. 3717, by Senators Bible and Kuchel, to permit-urban renewal 
planning assistance for certain: groups,of adjacent communities, and 

S. 3781, by Senator Clark, to extend and aniend the laws relating 
to urban. renewal and low-rent housing. 

S. 3805, by Senator Capehart, to amend title 42 of the United States 
Code relating to disposal of war and veterans’ housing. 

S. 3813, by. Senator-Douglas, to amend title I of the Housing Act of 
1949 to give business concerns'‘which are displaced from certain urban 
renewal areas a priority of opportunity to, purchase or lease commercial 
or industrial facilities provided in connection with the redevelopment 
of such areas. . i eee aie, 

S. 3824, by Senator Payrie; to clarify section 106 (f) of the Housing 
Act of 1949 with respect to the making of relocation payments for 
displacements caused by programs of voluntary repair and rehabilita- 
tion jn connection with i renewal projects. 

S. 3855, by Senator Douglas, to amend:title IV of the Housing Act 
of 1950 (college housing) with respect to the definition of “educational 
institution.” - ° Paes’ 
| §. 3871, by Senator Beall, to encourage the construction of multi- 
family rental housing to provide living accommodations for. essential 
civilian personnel employed in connection with an installation of the 
armed services. 

S. 3885, by Senator Fulbright, to increase by $400,000,000 the borrow- 

ing authority of the Housing and Home Finance Agency for college 
housing loans. vy,’ , 
_ Senate Joint Resolution 153, by Senator Payne, to direct: the Ad- 
niinistrator of the Housing and. Home, Finance Agency to encourage 
the ‘establishment of-State ‘agencies to assist small communities with 
their urban renewal problems. 

Senate Joint Resolution 171, which I introduced with Senator 
Capehart, to amend section 217-of the National Housing Act. 

In addition to these numbered bills, I have prepared a. committee 
print, which T will also ask the subcommittee to consider. This com- 
mittee print, copies of which have: been sent to each member of the 
‘subcommittee, is also available to witnesses. -I would like witnesses 
to examine'this print and comment upon its as the opportunity occurs. 
For information of interested persons, there is attached to the com- 
mittee print a brief analysis‘of its provisions.. It will be seen that 
this document is prepared in an attempt to put into legislative lan- 
guage those suggestions made to the housing subcommittee which do 
not appear in other bills, or which appear in a much different form. 

The fact that I have had:this committee print prepared does not 
necessarily mean that I am wedded to each of its provisions.or that 
I do not support other important bills referring to subjects not 
covered by the print. It will insure that, subjects not otherwise brought 
to the attention of the subcommittee will receive consideration. 

Several weeks ago, the Committee on Banking and Currency re- 
ported an emergency housing bill. This bill was designed especially 
to stimulate residential construction as an antirecession measure. It 
passed both Houses of the Congress and was signed into law by the 
President on April 1. 
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While I. do not want to dwell on this matter at any great length, I 
‘do want to say that: I believe we should all be encouraged by the hous- 
ing activity already generated by this legislation. For example, fig- 
ures obtained from the Veterans’ Administration on last F ridiiy, May 
9, show that during the month of April requests for VA-appraisals 
for new construction increased to 24,800. This represents a 195 per- 
eent increase over the figures for Mare h of this year. Similar figures, 
which we will undoubtedly héar from Mr. Mason of the FHA this 
morning, further indicate that activity in the -home- building field . 
has been definitely accelerated as a result of the Committee’s foresight. 
As all of you know, the emergency housing legislation placed pri- 
mary emphasis on expanding and amending \ existing FHA and VA . 
single-family housing programs. For this reason, no bills are before 
us at this time relating.to t 1e VA direct-loan program. Officials of the, 
Veterans’ Administration, therefore, are not scheduled to appear dur-, 
ing the hearings, :but will submit a report on, the status of the direct 
and guaranteed home-loan programs for insertign | in the record. ‘(See 
p. 178.) 

In addition, I believe I should mention that some of the proposals 
contained in-the pending bills in’connection with FHA sinaledeaie } 
housing programs are now outdated by the emergency housing legisla- 
tion. The e1 emergency housing legislation was for’a specific .purpose 
and does not supplant the normal requirements for housing legislation. 
We begin this morning to consider those requirements. . 

In this connection, T want to makp my second observation. It ‘would 
appear from the many inquiries and referrals, not only to me, but also 
to the staif of the subcommittee, thatthe priticipal item of interest in 
this year’s housing legislation ‘willbe the urban-renewal program. 

As you know, the subcommittee -held- hearings ‘on, the subject of 
urban renewal in six cities during the. recess, of the C ongress last fall. 
During these hearings, inv aluable testimony was received from many, 
many “witnesses: who are experts in the urban-renewal ‘field. - These 
witnesses were generally the persons responsible for administering the 
program. on.the local level:and, therefore, know the practical and 
physical aspects of the program. The testimony of these experts 
pointed up several shortcomings of this vital program. In addition, 
the interest ‘in urban renewal has grown to the point. where there: is 
considerable evidence to indicate that it should not only ‘be extended 
for a number of years, but also that thie annual level of Federal capital 
grants should be thaterially increased: This is a problem that the 
subcommittee must decide. 

These bills,. with the reports of the various-agencies thereon, will 
be inserted in the record. 

(The bills and reports referred to follow-:) 


{S. 2791, 85th Cong., 1st sess.] 


A BILL Creating the Home Loan Guarantee Corporation 


Be it enacted by the Senate and House of Representatives of the United ‘States 
of America in Congress assembled, That this Act may be cited’as the “Home 
Loan Guarantee Corporation Act”. 

Sec. 2. Home Loan Guarantee Corporation herein referred to as the “Corpora- 
tion” is hereby created and chartered as a corporation for the purnoses hetein 
stated. 
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Sec. 3. The Federal Home Loan Bank: Board herein referred to as the “Board” 
is authorized and directed to prescribe bylaws, rules, and regulations not incon- 
sistent with this Act and operate said Corporation. - 

Sec. 4. Said Board shall provide for the issuance of $50,000,000 capital stock 
of the Corporation, divided into shares of par value of $100 each.. Upon the 
eall of the Board, the Fedéral home loan banks shall subscribe to such capital, 
purchase, and pay for the same in proportion to the par value of the outstanding 
‘eapital of each Federal home loan bank at the time of.such call, but such capital 
shall be issued in full shares and muy be adjusted by said Board and said banks 

‘shall purchase the same. Said stock shall pay a cumulative dividend as de- 
termined by the Board which shall be approximately one-half of 1 per centum 
in excess of the average ‘dividend paid by the Federal home loan banks and 
shall be retirable at par in the discretion of the Board. A portion or all such 
stock may be so retired’ but such retirement shall not be done so as to reduce 
the total capital, reserves, and surplus of the Corporation below $50,000,000; 
nor below that amount which in the opinion of the Board is necessary or desirable 
to retain, adequate coverage of assumed risks outstanding. 

Sec. 5. In addition to the capital issued to the Federal home.loan banks the 
Corporation is authorized ‘to issue the’same type of capital,stock to approved 
mortgagees as herein defined provided they buy and maintain such stock owner- 
ship, equivalent to one-seventlh of 1 per centum of the loans owned and the’ loans 
‘serviced by. them and if, as, and when stock is, retired such stock shall be 
"retired ona pro rata basis. The Corporation shall adjust the issuance .and 
retirement of such stock tq the nearest full $100 share. ' 

Sec. 6. Approved mortgagee Ineans a mortgagee to Ww hich the Corporation has 
issued its certificate of approval which is-‘a bauk,.savings and loan association, 
or similar institution or an insurance company or any other organization en- 
gaged in the home mortgage ‘business which has a net worth of t per’ centum of 
the total ‘of ‘the home: mortgages owned and serviced or $100,000,. whichever 
is greater,.and which the Corporation finds to be éxperienced and suitable for 
, an approv ed mortgagee. 

Sec. 7. Upon,the date of enactment of this Act, the Corporation shi all become 
. ‘a body eorporate;: and shall be: an instrumentality of the ‘Uuhed cpp and 
as such have power— ‘ 


(1) to adopt and use.a corporate seal ; 
(2) to have successiow until dissolved by Act of Congress; 
(3) to, make contracts ; 
(4) ‘to. sie and be sued, complain and defend, in any court of. law or 
equity, State or Federal ; and 
(5) to appoint and to fix the compensation, by the Board, of such officers 
' employees, attorneys, or agents as.shall be necessary for the performance 
of its dyties undér this title, without regard to the provisions of any other 
laws relating to, the employment d6r compensation .of officers or employees 
of the United States. Nothing in this title or any other provision of 
law shall be construed-to prevent the appointment and compensation as 
an officer, attorney, or employee of the Corporation, of any officer, attorney, 
or employee of any board, corporation, commission, establishment, executive 
department, or instrumentality of the Government. The Corporation, with 
_ the consent of any: board,’*corporation, Commission, establishment, executive 
department, or instrumentality of thé Government, including any field serv- 
ice thereof, may,avail itself of the, use of information, services, and facilities 
thereof in carrying*out: the provisions of this title: The Corporation, shall 
determine its’ necessary expenditures under this’ Act, and the manner in 
which. the same shall be incurred, .allow ed, ‘and paid, without regard.to the 
provisions of any other law governing: the expenditure .of public funds. 
All necessary expenses'in connection with the making of supervisory or 
other examinations and the-payment of guaranteed losses including the pro- 
vision of ‘services and facilities therefor’, shall. be.cdnsidered’ as. nonadmin- 
istrative expenses. 


Sec. 8. For. ithe purposes of this title, the Corporation shall have power 
to borrow ‘money, and.to issue- notes; bonds, debentures,-or other such obliga- 
tions upon such tefms ‘and conditions ag the Board niay determine. “Moneys of 
the.Corporation not required for current: operation shall be deposited in the 
Treasury of the United States, or upon the approval. of the Secretaty of the 
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Treasury, in any Federal Reserve bauk, or shall be invested in obligations of, or 
guaranteed as to principal and interest by the United States. When desig- 
nated for that purpose by the Secretary of the Treasury, the Corporation shall 
be a depository of public money under such regulations as may be prescribed 
by the Secretary of the Treasury, and may also be employed as fiscal agent 
of the United States, and it shall perform all such reasonable duties as depository 
of public money and fiscal agent as may be required of it. 

Sec. 9. All notes, bonds, debentures,-or other such obligations rea by: the 
Corporation shall be exempt, both as to principal and interest, from all taxation 
(except surtaxes, estate, inheritance, and gift taxes) now or hereafter im- 
posed by the United Statés, by any. Territory, dependeicy, or possession thereof, 
or by any State, county, municipality, or local taxing authority. | The 'Corpora- 
tion, including its franchise, capital, reserves, surplus, and income shall be 
exempt from all taxation now or hereafter imposed by the United States, by any 
Territory, dependency, or possession thereof, or by any State, county, | munici/ 
pality,, or local taxing authority ; except’ that ‘any real, property of the Corpora- 
tion shall.be subject to State, Territorial, county, municipal, or local taxation 
to the same extent according to its. value as other. real property is taxed. 

Sec. 10. The Corporation shall make an annual: report of ‘its operations to 
the Congress as soon as ‘practicable after: the 1st day of January’in each year. 
Said report may be a part of the annual report of the Board. 

Src. 11. No individual, association, partnership, or corporation shall use the 
words .““Home Loan Guarantee Corporation,” or any combination of any of 
these words which would ‘have the efféct of leading. the public in ‘general: to 
believe there was any connection, actually not existing, between, such’ individual, 
association,’ partnership, or corporation,’and the Home Loan Guarantee Cor- 
poration, as the’ name under which. he”or it shall hereafter do business. No 
individual, association, partner ship, or corporation shall advertise or otherwise 
represent falsely ‘by any device .Whatsoever that his or its mortgages sare in- 
sured or in ‘anywise guaranteed by the Home Loan Guarantee Corpération,, or, 
by. the Governnient ‘of ‘the United States, or by any instrumentality thereof ; 
and no insured.mortgagee or holder shall adv ertise or otherwise represent falsely 
by any device whatsoever the extent to which or the manher in »which his or, 
its’ mortgages are insured. by. the, Home Loan Guarantee Corporation. . Every 
‘individual, partnership, association, .or corporation violating this ‘subsection 
shall be. punished by a fine of not exceeding’ $1,000, or by imprisonmént jot 
exceeding: one year, or both. 

Sec. 12. The Corporation is authorized to borrow, nioney from any source, in- 
cluding the Federal home loan banks and Federal Savings and Loan Insurance 
Corporation, and they are authorized to make loans to it upon such terms and ° 
conditions as may be prescribed by the Board, and the Corporation is authorized 
to use’ the facilities of any other Government department or agency, including 
the Federal home loan banks.and Federal Savings and.Loan Insurance Corpo- 
ration, and to pay reasonable compensation therefor, and Government: depart- 
ments and agencies are authorized to ‘provide such. facilities and services. 


6 
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GUARANTY OF HOME MORTGAGES , ‘ 


Src. 18. The Corporation is authorized to guarantee home mortgages for any: 
member of a Federal home loan bank.or approved mortgagee upon the terms and 
conditions herein stated ‘and rules and regulations made.by, the Board not incon- 
sistent herewith. Any member of a Federal home loan bank or approved mort- 
gagee desiring to have a home mortgdge guaranteed as herein provided shall 
submit an application as prescribed by the Board-and attach thereto a,true copy 
of the obligation of the homeowner and'‘the security instrument and an appraisal’ 
of the security, and the Corporation may prescribe the form for such appraisal 
and it may require additional appraisal. Mortgages eligible to be guaranteed 
hereunder may not be for a’principal amount in excess of 9) per centum of such 
appraisal and shall.be first mortgages on homes designed for single’ family oec- 
cupancy and occupied by the owner, or in-good faith intended for such occupancy 
in an.original amount not in excess of: $20,000, amortized, monthly, beginning not 
more, than tivelve months from date, within :twenty- five years. The guaranty 
shall be for not in excess of 90 per centum of 20 per centum. of the amount of 
such mortgage. If at atiy time said original indebtedness is paid down. below 50 
per centum of the original accepted appraisal of, the security for the loan, such 
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insurance shall expire. ‘If the loan is not paid down to 50 per centum,of the 
original approved appraisal and the mortgagee forecloses, it shall give the Cor- 
poration thirty days’ notice before the institution of foreclosure. ‘Within such 
thirty days the Corporation shall appraise or cause to be appraised the property 
4 securing the mortgage and give consideration to the collectibility of the debt 
from the security and from the obligor'or obligors on the mortgage. The Corpo- 
‘ ration shall within thirty days. (a) pay the holder the.amount invested in the 
mortgage and take transfer of the same, or (b) pay the percentage of the un- 
oS paid principal which is guaranteed in'cash plus any foreclosure costs. and out- 
lays, including attorneys’ fees which are guaranteed, or (c) pay the holder in 
‘eash the amount guaranteed which ‘is in excess of such foreclosure appraisal 
if the holder is willing within thirty: days to keep the security and settle on that 
\basis. The Corporation shall also have pow er to compromise and settle any 

claim on its guaranty. 

, The amount: payable shall not exceed, 90 per centum of the principal remaining 
at the date of foreclosure or acquisition in lieu of foreclosure which is equivalent ‘ 
to the percentage of the original mortgage guaranteed. Any loss resulting from 
failure of or defect in title or failure of the holder to keep in force customary 
hazard insurance shall be deducted from the amount otherwise payable for such 
guaranteed loss. Said guaranty shall'be in favor of the original holder of such 
. mortgage and shall be for the benefit of such original holder and any subsequent 
holder which is a member of a’ Federal home loan bank, or approved mortgagee. 

Sec. 14. The premium for such home mortgage guaranty shall be prescribed 
by the Board but shall not be less.than 5. per centum ner more than 10 per centum 
‘of the amount by which such mortgage is guaranteed and shall-be payable in 
cash by the mortgagee or the mortgagor at the time the mortgage is guaranteed. 
Upon the payment of such premium, the Corperation shall issue its guaranty 
policy to such mortgagee in the form prescribed by ‘the Corporation. 

Sec. 15. Open-end mortgages may be guaranteed, as provided in this Act but 
if any additional advances are made before. the guaranty, expires, the guaranty 
, Shall expire unless ‘a ‘copy of the additional advance agreement is forwarded to 

, the Corporation together with a premium for the amount ‘of such advance., If 
such advance is, made and forw arded and the premium paid the mortgage shall 
remain guaranteed’ for the percentagé of: the loart originally guar: anteed until 
the debt is less than 50 per centum of the original appraisal. ' 

Sec; 16. The Board is authorized to disapprove, any such member. institution 
or, approved mortgagee for any unsound practices as eligible to obtain such 
guaranty and to prescribe general rules and’ 'regulations for: the organization 
and operation of -said Corporation and to'make such requirements as may be 
reasonable and not inconsistent with the Act. ,Without restricting the Board 

in making, general rules and regulations it is expressly authorized to restrict the 
‘percentage of the total loans made im any calendar, year of the total percentage 
of its loan portfolio which any member institution or approved mortgagee may 
-have guaranteed as provided in this Act. ; 

Sec. 17. In addition to.the guaranty of mortg ages as herein provided the Cor- 
poration is authorized to guarantee any’ part or, all of foreclosure:costs and out- 
lays including attorneys fees on its guaranteed mortgages for an additional 
premium on terms-and conditions and, for premiums prescribed by it. 

Sec. 18.. The Cérporation is authorized. to require members of the Federal 
home, loan banks and other publicly examined and supervised institutions to 
agree to make reports and supply .copies of reports of public examinations and 
of public: and 'private audits and to make their books and records available to 
it and to permit it to.exdmine. In the case of other approved mortgagees the 
‘Corporation is authorized to require them to; agree to. make. reports, supply 
copies of. examinations and audits and to make their books and records avail- 
able to the Corporation for examination and to, permit such examination. In 
all cases'sych: agreements may require the mortgagee to agree to pay for the 
examinations and audits reasonably necessary, for the protection of the Corpo- 

, ration: 

Sec.°19. If any’ provision of this Act, or the application thereof to any per- 
son or'circumstances, is held invalid, the remainder of the Act, and the applica- 
tion of such provision to other persons or circumstances, shall not be affected 
thereby. 
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[s. 2865, 85th Cong., 1st. sess. T ; ad 


A BILE To amend title ‘I of the Housing Act of 1949 to authorize in, cortiin cases ‘finance ial 
assistance for commuhity reYocation ' 


Be it nae by the Senate dnd House of Represe ntatives of the United States 
of America in Congress assembled, That title I of the Housing Act’ of 1949 is 
amended by oading at the end’ther eof a new section as follows : 


“COMMUNITY RELOC ATION 


“Sec. 112. Where the local governing body certifies, and the Administrator ' 
finds,-that all or: any part of an urban area will become. flooded: by reason of. 
projected Federal; State, or other public works involving .the construction,of a 
dam, and that the ‘facilities, structures, and other improvements in such urban 
area will have to be abandoned and relocated to a new or other site or area, 
the Administrator is authorized'to extend financial assistance under this title 
for an urban renewal project’ in such new site-or area without regard. to the 
proviso in.section 103.(a) or-the following : 


“(1) The requirements in sections 102 and 110 that the urban renewal 
, area be a slum area or a blighted, deteriorated, or deteriorating area; and 
“(2) The requirements in section 110 with respect to the predominantly 
residential development or. reuse of nonresidential urban renewal areas.’ 


‘ ' " 


[S. 2872; 85th’ Gong., 1st sess. ] 


A BILL To-amend title IV of the National Housing Act, as amended (12 Y), S. C. 1726), 
relating to insurance of ‘savings.and loan accounts, and to amend section 5 (i) of the 
Home Owners” Loan ‘Act of '1933,'as,amended 12 U, 8. C. 1464) relating to termination, 
of insurance of accounts 


a 


Be it enactéd.by the Senate and House of Representatives ‘of the United: States 
of America in Congress assembled, That subsection (b) of ‘section! 403 of title 
of the National Housing Act, as’ amended, ‘is amended by adding ‘a. new 
mus thereto as follows; “No securities ,for issuancé'and no’ change of 
organization shall be approved the effect of which would be to change an insured 
institution’ which is,a mutual institution so that any security holder .or owner 
thereof would be ‘entitled to more than pro rata earnings or pro rata voting 
control or more than pro rata claim against the assets, and no such insured 
institution shall make any such change and remain an insured institution.” 

Sec. 2. Subsection (i) of section 5 of the Home Owners’ Loan Act of 1933 is 
amended by striking out the second paragraph of section 1 of amendment added 
by the Act of July 3, 1948. (62 Stat. 1240). 

Sec. 3. That title IV of, the National Housing. Act, as amended, be and the 
same is hereby amended by adding a new subsection to. section 403'thereof as 
follows: 

“(e) The Corporation shall reject the application of any applicant if it finds 
that the applicant is not a mutual thrift and home financing institution of the 
type provided for in section 5 (a) of the Home Owners’ Loan ‘Act. df 1933 as 
amended.” 


[S. 2992, 85th Cong., 2d sess. ] 


A BILL To make certain assistance by a State, municipality, or other public body eligible as 
local grants-in-aid under section 110 (d) of the Housing Act of 1949 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the requirement in section 110 (d) of 
the Housing Act of 1949 that the assistance given by a State, municipality, or 
other public body under that section shall be in connection with a project on 
which a contract for capital grant has been made under title I of that Act’shall 
not apply to assistance provided during the period from January 1, 1957, through 
June 30, 1958, in connection with urban renewal activities which, at the time 
that the assistance was given, had not béen extended recognition as a project 
to be assisted under that title solely because of then existing limitations on 
the authority of the Housing and Home Finance Administrator to make. capital 
grants under that title or to reserve funds for such purpose. 
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[S. 3064, 85th Cong., 2d sess.] 
.A BILL To amend section 221,(d) (2) of'the National Housing Act 


Be it enacted by the Senate ‘and House of Representatives of the United States 
of America in Congress assembled, That section 2 231 (d) (2) of the National 
Housing Act is amended to read as follows: 


“(2) be secured by property upon which there is loc ated a dwelling con- 
‘forming to applicable standards prescribed ‘by the Commissioner under 
subsection (f.): of this section, and meeting the requirements of all State 
laws, or local ordinances or regulations, relating to .the public health or 
safety, zoning’, or otherwise, as may be applicable thereto, and shall involve 

, a principal obligation (including such .initial’ service charges, appraisal, 
inspection, and other fees as the.Commissioner shall approve) in an amount 
(A) not to exceed (i). $9,000 in the case of a property upon which there is 
located a.dwelling designed principally for a single-family residence, except 
that the Commissioner may by regulation increase this amount to not to 
exceed $12,000 in any geographical area where he finds -that cost levels so 
require, (ii) $18,000 ‘in the case of a property upon which there is located 
a dwelling principally designed for two-family residence, except ‘that the 
Commissioner may by regulation increase this amount to not to exceed 
$20,000 in any geographical area where he finds that cost levels so require, 
(iii).$25,000 in the case-of a property upon Which'there is located a dwelling 
ilesigned principally for a three-family residence, except that the Commis- 
sioner may by regulation incréase-this amount to not to exceed $27,500 in 
any geographical area where he finds that cost levels so require, (iv) $32,000 
in the case of property upon which there.is located a dwelling designed 
principally for a four-family residence, exéept that the Commissioner may 
by’ regulation increase this amount to not td exceed $35,000 in any geo- 

* graphical area where he finds that cost levels so require; and (B) not to 
exceed the. appraised value (as of the date the mor (gage is accepted for 
insurance) of: any such property, less such amount, in the case of. any 
mortgagor, aS.may. be nevessary to comply with. the succeeding provisos: 
Provided, That if the-mortgagor is the owner and an accupant of the property 
at the time of the insurance, he shall have paid on. account of: the property 
at least (i). $200 in the case‘of a single-family dwelling, (ii) $400 ‘in the 
ease of a two-family dweljing, (iii) $600 in the case ofa three-family 
' dwelling: and -(iv) $800 in the case of a. four- family dwelling, in eash or 
its,equivalent which amount may include amounts to cover settlement costs 
and initial payments for taxes, hazard insurance, mortgage insurance pre- 
‘ mium, and other prepaid expenses: Provided further, That nothing contained 
: herein ‘Shall preclude the, Commissioner “from issuing a commitment to 

’ insure, and insuring'a mortgage pursuant thereto, where the mortgagor is 
not the owner and an occupant of the property, if the property is to be 
built or acquired and repaired: or rehabilitated for sale,.and the insured 
mortgage financing is required, to facilitate the construction, or the repair 
or rehabilitation, of the dwelling and ‘to provide financing pending the sub- 
sequent sale thereof to a qualified owner who is also an occupant thereof, but 
in. such. instances the: mortgage shall not. exceed '85 per ,centum of the 
appraised value: And provided further, That the Commissioner shall pre- 
seribe such procedures as in his judgment are necessary to secure to families, 
* referred to in subsection .(a) ‘above, priorities,in occupancy of the remaining 
units of two-, oy and four- Caeees dwellings after occupancy of:one unit 


by the owner ; or” 


(8: $213, 85th Cong., 2d gess. | 


A BILL To increase ‘by $250, 000. 000 the borrowing authority of the Housing and Home 
"finance Agency for Collegé: Housing loans 


Be it enacted: by the Senaté and House of Representatives of the United States 

‘of America in Congress assembled, That section 401 (d,).of the Housing Act of 

1950, as amended, is amended by sttiking out “$925,000,000" and inserting in 
lien thereof “$1,175,000,000”. } 
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[S. 3281, 85th Cong., 2d sess.] 


A BILL To amend the Housing Act of 1950 in order to provide for loans to colleges and 
universities for science equipment and facilities 


Be it ertacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 401 (d) of the Housing Act of 
1950 (12 U. S..C. 4749 (d) ) is amended— 


(1) by striking out “$925,000,000” and inserting in lieu thereof “$1,250,- 
000,000” ; and . 

(2) by striking out the period at the end and inserting in liew:thereof the 
following: “: Provided further, ,That the amount outstanding for science 
facilities, as ‘desctibed in section 404 (h) '(2) of this title, shall not exceed 
$150,000,000.”. 


Sec. 2. Section 404 (h) ‘of the. Housing Act of 1950 (12 U.S. C. 1749¢ (h)) is 
amended— 


(1) by inserting “(A)” trampeuttathis after “(1)”; 

(2) by striking out “(2)” and inserting in lieu, thereof “CB” :. and 

(3) by striking out the period at the end and inserting in lieu thereof: the 
following: ‘“. and, (2) (A) new structures suitable for use as classrooms, 
laboratories, and related facilities (including initjal équipment, machinery, 
and utilities).necessary or appropriate for, the instruction of students in the 
physical sciences, mathematics, and engineering, and (B) structures suitable 
for the above uses provided by: rehabilitation, alteration, conversion, ‘or im- 
a ‘of existing struc tures WRC are otherwise inadequate. for such 
uses,’ 


[S. 3851, 85th. Cong:, 2d sess.) 


A BILL To amend title IV_of the Housing Act of 1950'to aniteabiie loatis under.the college 
housing loan program for; the construction of scienée buildings’ and libraries at-educa- 
tional institutions 


Be it enac ted by'the Senate and House of Répresentatives of ‘the United States 
of America in Congress assembled, That section 401: (d) of the Housing Act of 
1950-is amended— 


.(1) by striking out. “$925,000,900” and insérting: in lieu thereof * “$1,125,- 
‘000,000” = anfd t ‘ 

(2) by striking’ out ““$100,000,000” and ‘inearting in lieu ther ese * *$100,000,- 
000 for facilities described in section 404 '(h) (1) and $200,000,000 for. facili- 


ties described in section 404 (h) CZ)". 


Sec. 2. Section 404 (h) of the Housing Act of 1950 is amended by inserting 
“(A)”: immediately after “(1)”, by’ striking out’ “(2)” and inserting *in lieu 
thereof “(B ‘8 and by inserting before the period at the end thereof the follow- 
ing: “; and (2). (A) new structures suitable for use as classrooms, laboratories, 
and related facilities ¢including ‘initial ‘equipment, machinery, and utilities) 
necessary or ‘appropriate for the instruction, of students in the physical scierices, 
mathematics, and engineering, (B) new structures designed and intended for 
use as libraries, and (C) structures suitable for the uses dese ribed in’,clauses 
(A) and (B) provided by rehabilitation, ‘alteration, Conversion, or improvement 


of existing structures which are otherwise aaacaae for such usés’’.. 


' 


[S. 3398, S5th Cong., ,2d sess.] 
A BILE To amend the Federal National Mortgage ‘Association Charter Act 


Be it etiacted by. the Senate-and House of Representativ es of the United, States 
of America in Congress assemble d, That section 309° (c) ‘of the Federal: National 
Mortgage Association Charter Act is amended by adding at the end thereof the 
following new sentence: “In computing such equivalent amaunt, there shall ‘be 
deducted from the gross income of the Association, with respect to such secondary 
market operations, all expenses and other deductions which’ would be authorized 
by the Federal income tax laws to be deducted if the Association were not’ exempt 
from such taxes with respect to such secondary ,market operations and all 
amounts paid. to the Secretary of the Treasury as-a.return on his investment 
in the securities of the Association.” 
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A BILL To extend and amend laws relat to the provision and improvement of housing 
and the conservation and develophient of urban communities, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the ‘Housing 
Act of 1958”. 

TITLE I—FHA MORTGAGE INSURANCE 


Sec. 101. Section 203 :(b) (2) of the National Housing Act is hereby amended 
by striking out “$20,000 in the case of property upon which there is located a 
dwelling designed principally (whether or not it may be intended to be rented 
, temporarily for school purposes) for a one-. or two-family residence; or $27,500 
in case of a three-family residence;” and inserting in lieu thereof ‘$30,000 in 
the case of property upon which there is located a dwelling designed principally 
(whether or not it may be intended to be rented temporarily for school purposes) 
for a' one-, two-, or three-family residence ;”. 

Sec. 102. Section 203 (b) (8) of such:Act-is hereby amended by striking out 
the period at the end thereof and inserting in lieu thereof a colon and the follow- 
ing: “Provided, That such 85 per centum limitation: shall not be applicable if 
the mortgagor and mortgagee assume responsibility in a manner satisfactory to 
the Commissioner for the reduction of the mortgage by an amount. not less than 
15 per centum of the original principal amount thereof in the event the mortgaged 
property: is not, within eighteen months after the: insurance of the mortgage, 
sold to a purchaser acceptable to.the Commissioner who is the occupant of. the 
property .and who assumes.and agrees to pay the mortgage. indebtedness.” 

Sec. 103. (a) Section 207 of such Act is hereby amended by (1) striking out 
in subsection (b) “(except provisions relating to housing for elderly persons)” 
and “(except-with respect to hotising designed for elderly persons, with occu- 
pancy preference therefor, as provided in the paragraph following paragraph (3 
of subsection (¢c))”; and (2) striking out in subsection (c). the caneenbered 
paragraph following paragraph (3). 

. (b) Title Il of such Act is hereby amended by adding the following at the 
end thereof: 
“HOUSING YOR THE ELDERLY 


“Sec. 229. (a) The purpose of this.section is'to assist in relieving the shortage 
of housing for the elderly and to ‘increase the supply, of rental housing for the 
elderly. For purposes, of this section, the term ‘housing’ shall .mean eight or 
more new or rehabilitated living units specially designed for the use and oc- 
eupancy of elderly persons; the term ‘elderly person’ shall mean any person, 
married or single, who is’ sixty years of age or more; and the terms ‘mortgage’, 
‘mortgagee’, ‘mortgagor’ and ‘maturity date’ shall have'the meanings set forth 
in section 207 of this Act. 

“(b) The Commissioner is authorized to insure any mortgage (including -ad- 
vances on miortgages during construction) in accordance with the provisions of 
this section upon such terms and conditionS as he may prescribe and to make 
commitments for insurance of such mortgages prior to the date of their execu- 
tion ot disbursement thereon. 

“¢e). To be eligible for insurance under this section, a mortgage shall— 


“(1) involve ‘a, principal obligation in an amount not to exceed $12,500,000 
or, if executed ‘by Federal or Stateinstrumentalities, 1nunicipal corporate 
instrumentalities of one or more States, or nonprofit development or. hous- 
ing corporations restricted by Fedéral or, State laws or regulations of State 
banking or iisurance departments as to rents, chargés, capital structure, rate 
of.return, or methqds of operation, not to exceed ‘$50,000,000 ; 

*(2) not excéed, 90 per. centum of the,amount whith the Commissioner 
estimates will be the replacement cost of such, property or project when the 
proposed improvements are completed ; 

“(3) not exceed; for such part of such prperty or project as may be. at- 
tributable td dwélling use, $8,100 per dwelling unit: Provided, That the 
Commissionér, ‘in his discretion, may irierease the dollar amount limitation 
of, $8,100 per unit to not to exceed '$8;400: per. unit to compensate for the 
higher. costs«ineideht to the.constructfon of elevator-typeé structures and. may 
increase each of the foregoing dollar amount limitations by not ‘to exceed 
$1,000 per room in any geographical area where he finds that ¢ost levels so 
require ; 
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“(4) provide for complete amortization by periodic paynients within such 
terms as the Commissioner shall prescribe; 

“(5) bear interest. (exclusive of premium charges for insurance), at not 
to exceed 5% per centum per annum on the amount of the principal obli- 

. gation outstanding at any time; 

“(6) be executed by a financially qualified nonprofit mortgagor acceptable 
to the Commissioner which may, in the Commissioner’s discretion, be regu- 
lated or restricted as to rents, sales, charges, capital structure, and. methods 
of operation, and which shall establish to the satisfaction of the Com- 
missioner that preference or priority of occupancy of the mortgaged propérty 
shall be given to elderly persons ; and 

“(7) cover a property or project which shall be specially. designed for 
the use and occupancy of elderly persons in accordance. with standards 
established by the Commissioner and which may include such commercial 
and community facilities as the Commissioner deems adequate to serve the 
occupants. 


“(d) The Commissioner may consent to the release of'a part or parts of the 
mortgaged property from the lien of any mortgage insured under this section 
upon such terms and conditions as he may prescribe. 

“(e) The provisions of subsections (d), (e), (f), (g), (h),' (i), @), OK), ), 
(m), (mn), and (p) of section 207 shall apply to. mortgages insured under ‘this 
section ahd all references therein to section! 207 shall refer to this section.” 

Sec. 104. (a) Section 207 (c) of such Act is hereby amended by striking out 
“414 per centum” in the first sentence of the second unumbered paragraph fol- 
lowing paragraph (3). and inserting in lieu thereof “514 per centum”. 

(b) The first sentence. of. section 213 (d) of such Act is hereby amended to 
read as. follows: “Any mortgage insured. under, this;seétion shall provide" for 
complete amortization by periodic payments ‘within such terms: as the Com- 
missioner may prescribe but not to exceed forty years from thé beginning of 
amortization of the mortgage, and shall bear intérest* (exclusive of premium 
charges: for insurance) at not to exceed..5%..per centum per anhum on the 
amount of the principal obligation outstanding at ‘any time,-except that indi- 
vidual mortgages insured pursuant ‘to this spbsection*coverihg the individual 
dwellings in the project may bear interest at such, per centum’.per annum not 
in excess: of.6 per centum per annuin as the Corhmissioner finds necessary to 
meet the mortgagé market.” 

Sec; 105. The first sentence of section 214*of such Act is hereby amended’ by 
striking: out “mortgage amounts provided in.this -Act,” and inserting. in lieu 
thereof “mortgage amounts (including increased mortgage.-amounts in ‘geo- 
graphical areas where cost levels so require )* provided in this Act,” 

Sec. 106. Section 217 of such Act.is hereby amended. by striking out: “July .1, 
1956,” and inserting.in lieu thereof “the last preceding July 1 of each year from , 
1958 through 1962,”. ; 

Sec. 107. Section 218.0f such Act is hereby repealed. 

Sec. 108. (a) Section 220, (d) (3) of such Act.is heréby amended to réad:as: 
follows: . 

*(3) The mortgage skall— 
“(A) involve a. principal obligation: (including such, initial service 
charges, appraisal, inspection and other fees.as the Commissiqner shall 
approve) if ay amount not-in-excess of— 


(i) $30,000 in the case of. a property. upon .w ‘hich there is lo- 
‘ated a’ dwelling designed, principally for a one-, ‘two-. or, three- 
family. residence, or $35,000 in the case of a four-family residence, 

or.in the’case of a dwelling designed for fhore than four families 
$35,000 plus not to exceed. $8,100: for each, family unit-in excess of 
four but not to exceed such additional nutnber of family units as 
the, Commissioner. may prescribe ; 

“(ii) 97 per ‘centum of $10, 000 of -the Commissioner's’ ‘estimate 

of the replacement cost df the, property as of the date the ‘mortgage, 
is. accepted for,insurance: plus 85 per,centum of such cost in-excess , 
of $10,000 but not'in excess of $16,000 and 70 per centum of such 
cost' in excess of $16,000 if. the application. for. insurance. is for 
construction of a proposed dwelling approved for insurance prior to 
the beginning of construction: > 
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“(iii) 97 per centum of $10,000 of. the Commissioner’s estimate 
of the appraised value of the property as of the date the mortgage 
is accepted for insurance plus 85 per centum of such value in 
excess of $10,000 but not in excess of $16,000 and 70 per centum 
of such value in. excess of $16,000 if the application for insurance 

-. eovers (1) an existing: dwelling, the construction of which was 
completed more than one year preceding the‘date of the application 
for insurance, or (2) a dwelling which is is to be rehabilitated: with 
the mortgage proceeds ; 

“(iv) 90 per centum of $10,000, of the Commissioner’s estimate 
of the appraised value of the property as of the date the mortgage 
is accepted for insurance plus 85 per centum of such value in excess 
of $10,000 but not in excess of $16,000 and 70 per centum of such 
value in excess of $16,000 if the application for insurance covers (1) 
a dwelling under construction at the time the application is filed, 
of (2) an existing dwelling, the construction of which was com- 
pleted within one year prior to the application for ‘insurance; 

“(v) 85 per centum of any mortgage e amount computed under the 
foregoing provisions of this subparagraph (A) if the mortgagor is 
not the occupant of the property ; or 


“(B) (i) not exceed $12,500,000, or, if exec ‘uted, by a mortgagor com- 


_ ing. within .the provisions of paragraph (2) (B) of this subsection (d), 


not exceed $50,000,000 ; and 
“(ii) not.exceed (in the case of a property or ‘project approved for 


mortgage insurance prior to the beginning of construction) the Com- 
. missioner’s estimaté of the replacement cost ofthe property or project 


when the: proposed improvements are completed, (the replacement cost 
may include ‘the land, the.proposed, physical improvements, utilities 
within the*boundaries of the land, architect’s fees, taxes, interest dur- 
ing’ construction, and other miscellaneous charges incident to construc- 
tion and approved by the Commissioner, but shall not include any ‘allow- 
ance for builder’s or sponsor's overhead and profit’) ; 

“(iii) not exceed 90 per centum. of the Commissioner’s estimate of 
the value of the property or project when the proposed improvements 
are completed if the proceeds of the mortgage are to be used. for. the 
repair or rehabilitation ofa project or property ; 

“(iv) not- exceed, for such part of such property or project as may 
be attributable to dwelling use, $2,250 per room (or $8,100 per family 
unit if the number of rooms ‘in such property. or project is less than 
four per family unit). The Commissioner ' may, in his discretion, in- 
crease the dollar amount limitation of $2,250 per room to not to exceed 


. $2,700 per room and ‘the dollar amount limitation: of $8,100 per family 


unit to not to exceed -$8,400‘per family unit, as the case may be, to 
compensate for the'higher ‘costs incident to the construction of elevator- 


, type structures and may, in his "diseretion, inc rease any of the .fore- 


going: dollar amount. limitations by not to ex'ceed $1,000 -per room 
without regard to the number of rodms being less than four, or four 
or more, in any geographical area where he finds that cost levels so 
require.” 


(b). Section 227 (ec). of such A¢t is héreby amended” by: striking out the last 
two sentences and inserting in liew_ thereof the.folléwing'! “In the ‘case of a 
mortgage insured under clause (3).(B) (ii) of section 220 (d), the ‘actual cost’ 
compyted pursuant to the provisigns of. this paragraph (c) shall not include 
any allowance for builder's or sponsor’ S oyer head and’ profit.” 

Sec. 109. Section 221 $f such Act'is hereby amended hy—~ 


(1) striking out the second'sentence of subséction (a) and inserting in 
‘lieu thereof: ‘the followi ing: “The Commissioner shall :prestribe. such pro- 
. cedures as in his judgment are nécessary to sec ure. to. the faniilies referred 
to’above a reasonable preference or priority’ of opportunity to purchase or 
rent dwelling units in properties co overed “by mortgage insurance under’this 
section. The tothl number of such units in any cominunity shall not exceed 
the aggregate nuniber which the Housing and Home'Finance Administrator, 
from time to'time, certifies to the Commissioner’ to; be needed: for the relo- 
cation of families referred to nbove and ‘who would be eligible to.rent or 
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purchase dwelling accommodations in properties covered by mortgage in- 
surance authorized by this section:’ With respect to any community re- 
ferred to in clause (1) of this subsection, said Administrator shall not 
certify any dwelling units during any petiod wheh, in his’ opinion, the 
locality fails to carry out the workable program upon which said Ad- 
ministrator based the certification to the Commissioner that mortgage 
insurance under this section may be made available in such community. 
With respect to any community referred to in clause (2) or (3) of this sub- 
section (but not clause (1) thereof), the number of dwelling units certified 
by said Administrator shall not exceed .the number which he estimates to 
be needed for: the relocation of such displaced families during’ the. period 
when the project referred to in said clause (2). or (3) is, being carried 
out.”’; 

(2) striking out “$10,000” in, paragraphs (2) and’ (3) of wabsectipa (d) 
and inserting in lieu thereof “$12 2.000" 

(3) striking out “and” at the end. of paragraph (3) of ‘subsection (d) 
and inserting the jiaeeten new paragraph (4) in subsection* (d) and re- 
numbering patagraph (4) to be paragraph (5) : 

“(4) if executed by a mortgagor approved+ by the Commissioner but 
which ‘is not a nonprofit organization, involve a principal obligation in an 
amount which does not exceed that provided for nonprofit, organizations in 
paragraph. (8).of this subsection, except that the arhount shall not exceed 
95 per centum of the Commissioner’s estimate of the value (as of the date 
the mortgage is accepted, for insurance) of the property or project when 
constructed, or repaired and rehabilitated, for use as. rental accommoda- 
tions for ten or more families eligible for occupancy’ as provided in this 
section: Provided,-That the Commissioner may in his ‘disctetion, tequire the 
mortgagor to be regulated or réstricted as'to rents or ‘sales, charges, capital 
structure, rate of return, and methods of operation, and for’such purpose 
the Commissioner may make contracts with and acquire for not to exceed 
$100 stock or.interest in any such mortgagor as the Conimissioner may 
deem necessary to render effective such ‘restrictions or régulations, with 
such stock or interest being paid for out of the sectidn 221 Housing ,In- 
surance Fund and being required to be rédeemed: by’ the mortgagor at par 
upon the termination of all obligations of the .Commissidner under the 
insurance; and”; and 

(4) striking out “paragraph, (3)” in paragr: reek (2) of subsection (g) and 
inserting in lieu thereof “paragraphs (3).and (4)”’. ’ 


Sec. 110. Section 227 (a) of such. Act is hereby amended by. striking out 
clause (iv) arid everything following such clause and ‘inserting in’ lieu thereof 
“(iv) under section 221 if the mortgage meets the requirements ‘of paragraphs 
(3). or (4) of subsection (d) thereof, (v) under sectién 229, or (vi) under. 
section 803 ;” eb 

Sec. 111. (a) Section 8 (g) of such-Act is hereby amended by striking out 
“and (h) ‘of section 204” and‘inserting in lieu thereof “(h), (j) and (k) of 
section 204”. 

(b) Sections 213. (e), 220 (f) (1),°221 (g) 1(1), 222 fe) and 809 (e) of such 
Act are each hereby amended by striking out “and (j) of section 204”" and, in- 
serting in lieu thereof “(j)} and (k). of section 204”. 

Sec. 112. (a) Section 803 (a).of such Act is hereby amended by, striking out 
“June. 30, 1959” and inserting in lieu thereof “Juné 30, i960". 

(b) The second sentence of paragraph ¢3) of section 803 .(b) of such. Act is 
hereby amended to read as follows: “The mortgage shall provide for cotnplete 
amortization by periodic:payments' within such terms as the Commissioner may 
prescribe, but not to exceed thirty years from the beginning of amortization of 
the mortgage, ‘and shall beat, interest (exclusive. of' premium charges for in- 
surance) at not to exceed 5 per centum per annum:on the amount of the prin- 
cipal obligation outstanding at any time.” 

Src. 113. Section 605 of the Housing Act of 1957 is hereby repealed:, 


TITLE II—FEDERAL NATIONAL MORTGAGE ASSOCIATION, 


Spc. 201. Section 302-(b) of. the National Housing Act is hereby, amended by. 
adding the following before the period: ‘, except that with respect to mortgagés 
purchased under séction 304 the principal obligation shall not exceed $20,000”. 

Sec. 202. Section 305 (b) of such Act is, hereby amended by striking, out 
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everything’ following the first sentence thereof, and inserting in lieu thereof the 
following: “Subject to the provisions of this section, the prices to be paid.by 
the Association for mortgages purchased ia its operations under this section 
shall be established from time to time by the Association. The Association 
_ shall impose charges or fees for its services under this sec tion with the objective 
that all costs and expenses of its operations, under this section should be within 
its income derived from such operations and that such, operations should be 
fully self-supporting.” 

Src. 203. Section 305 (c) of such Act is hereby amended by. striking out 
“$450,000,000” and inserting i in lieu thereof “$540, 000,000”. 


TITLE II—-URBAN RENEWAL | ; 


Sec. 301. (a) The Housing Act of, 1949 i is hereby. amended by— 


(1) striking out of section 100 the word “capital” ;.""' . 

(2) striking out of section 101 (a): “advances” and inserting in lieu 
thereof “planning grant” 

(3) striking out subsection (d) of sec tion 102 and redesignating: subsec- 
tions (e), (f), and (g) as subsections (d), (e);'and (f), respectively ; 

(4). redesignating subsection (b) of section 103 as subsection. (c), strik- 
ing out “capital” each place it appears therein, and inserting, “and plan: 
ning” in the first sentence after “projects” ; ’ 

(5) inserting after ‘section 103 (a) the following new subsection : 


“(b) The Administrator may make Planning’ ra to» ‘local public agencies 
for— ; 


“(1) surveys and ‘plans for wtca renewal seater ts as defined in this 
title, ‘including, but’ not limited to, (i) plans for earryihg:out a program of 
voluntary repair and ‘rehabilitation of buildings: and improvements, (ii) 

‘plans, for the enforcement of State and local laws, codes, and regulations 
relating to the use of land and the use and occupancy of buildings and im- 
provements, and to the compulsory repair, rehabilitation, demolition, or re- 
moval of buildings and improvements, and: (iii) appraisals, ‘title searches, 
and, other preliminary work necessary to prepare , for the acquisition of 
land, all in connection with the undertaking of projects ; and 

(2) preparation or completion of community, renewal programs, whiich 
may.include, .without being limited to, (i) the identification of slum areas 
or blighted, deteriorated, or deteriorating areas in the community, (iii) the 
measurement of the nature and degree. of blight and blighting factors within 
such areas, (iii) determination of the financial, relocation and other re- 
sources needed and'available to renew such areas, (iv) the identification of 
potential project areas.and, where feasible, types of urban renewal action 
contemplated within such areas; and (v) scheduling or programing of urban 
renewal activities: Such programs shall, conform, in the determination of 
the governing body of ‘the locality, to the general plan of the locality as a 
whole. The Administrator may establish reasonable requirements respect- 
ing the scope and content of such programs. 


“No contract for planning grant shall be made unless the governing body of the 
locality involved has by resolution. or ordinance'approved the undertaking of the 
surveys and plans or the preparation or completion of the community renewal 
program, and the submission by the local public Agency of,an application for such 
a planning grant. Not withstanding section 110 (h) or the use in any other 
provision of this title of the term ‘local public agency’ or ‘local public agencies’ 
‘the Administrator may make planning grants (i) for surveys and plans for an 
urban renewal project, to a single, local public'body which has ‘the authority to 
undertake and carry out a substantial portion, 4s détermined by the Administra- 
tor, of the surveys and plans or of the contemplated project: Provided, That the 
application for such planning grant shows, to the satisfaction of the Administra- 
tor, thatthe filing: thereof has been approved by the public body or bodies au- 
thorized to undertake those portions of the surveys and ‘plans or of the project 
which the applicant is not authorized to undertake, and (ii) for preparation or 
completion of 'a community renewal program, to a: single,local public body au- 
thorized: to. perform the planning work necesSary to such’ preparation or com- 
pletion,, No planning grant made under this subsection shall exceed a -fixed 
percentage of the,cost (as such cost is determined or estithated by the Adminis- 
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trator) of the surveys and plans or of the preparation or eouaiesians of the 
‘community renewal program for which.such grant is made. Such fixed per- 
centage shall,be the same as the percentage abe would apply under seetion 103 
(a) toany capital grants for the project involved.” 


(6) striking out-of section 106 the word “c apital” each place it.appears in 
clause. (3). of subsection (a),’ aa (b), claps. (6) and (8). of sub- 
section (c), and subsection (e) ; ’ 

(7) ‘changing the reference in section 106 ‘(e) bead “section 108 (b)” t 

“section 1038 (c)”; ‘ 

(8) striking out of the next-to-last paragraph of section 110 (e) the word 

‘capital’ each place it appears, and striking out of the last paragraph thereof 
“advances” and - “outstanding advances” and inserting in ,lieu thereof 
“planning grants” 

(9) adding at the end of section ‘110 (d) the following paragraph : 


“Notwithstanding any other provision of this subsection, in any community 
for wihch there exists a community renewal program meeting the ‘requirements 
of the Administrator established pursuant to clause (2) of’ section 103 -(b), no 
subsequent donation ‘of provision of a.public improvement or public facility. of a 
type falling within ‘the purview of this subsection shall be deemed to bé ineligible 
as a-local -grant-in-aid for'any project in conformity.with sych community re- 
newal program. solely on thé basis that the construction of such. improvement or 
facility was commenced without notification td.the ‘Administrator or prior to 
Federal. recognition of such project, if such construction was commenced not more 
than five years prior to the authorization hy the Administrator of a contract for’ 
loan or capital grant for the project.” ; and , 


(10) inserting in clause, (1) of section 110 (e), after is ea “under-' 
takings”, the following “(except surveys and’ plans: financed a section 
103 (b) (1).)”. 


(b) Notwithstanding any other provisions of this section, the Housing and 
Home Finance Administrator is, authorized (1) ‘to enter into contracts for’ ad-: 
vances in accordance with section 102 (d) of the Housing Act of 1949,as amended 
prior to the effective date of this Act if the applications, for such adVances were: 
received by said Administrator prior to the effective date $f this Act; and’ (2) to 
amend any contract for advance at any time hereafter for the purpose of pro- 
viding additional advances under said section 102. (d), as so amended, or for any 
other purpose necessary to the completion of the planning work cov ered by such 
contract. 

Sec. 302. (a) Section 103 (a) of such Act is hereby amended by striking out 
the second sentence and inserting in lieu thereof the following: ‘The aggregate 
of such capital grants with. respect to all: the projects.of a local public agency 
on which contracts for capital grants have been made under this title shall not’ 
exceed the sum of' the applicable percentages of the respectiye net project costs 
of such projects. Such percentages, which shall apply to all proje¢ts, receiving 
initial Federal recognition during the period specified, shall be 6634 per centum 
for the period prior to July 1, 1959; 60 per centum for the period between July 
1, 1959, and June 30, 1960, inclusive ;,55 per centum for the period between July 
1, 1960, and June 30, 1961, inclusive ; and 50 per centum for any time thereafter » 
Pr ovided, That the percentage for any project for which no planning grant is 
received and retained by the local public agency and which the Administrator, 
at the request of such agency, Diay approve on a three-fourths capital grant basis 
shall be 75 per centum, or such lesser percentage as the Administrator determines 
to be generally consistent with the precehtage of net .project costs hereunder 
applicable at the time to projects not so approved.” 

(b) Section 104 of such Act is hereby amended to read as follows: 

“Sec. 104., Every contract for capital grants under this title shall require local 
grants-in-aid in connection with the project involved which, together with the 
local grants-in-aid to be provided in connection, with all other projects of the 
local public agency on which contracts. for capital grants have theretofore been 
made, will be at least equal to the difference between the aggregate net project 
costs involved and the sum described in the second sentence of section 103 (a).” 

(c) The proviso in the first sentence of section 110 (e) of such Act is hereby 
amended by striking ont “second sentence” arid inserting in lieu thereof “third 
sentence”’. 
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(d) Section 103 (c) of such‘ Act (as redesignated in’ this Act) is hereby 
amended by-— , 


(1) striking. out “$900,000,000, which limit shall be increased by $350,- 
000,000 on the date of enactment of the Housing Act of 1957” and inserting 
in lieu thereof “$1,250,000,000, which limit shall be increased by $200,000,000 
on July! 1, 1958, by $250,000,000 on July 1 in each of the yeais 1959 and 1960, 
and ‘by $200,000,000,.0n July 1 in each of the years 1961, 1962 and 1963” ;-and 

(2) inserting the following before the period .at the end thereof: “:. Pro- 
vided, That any amounts so appropriated shall also be available for repaying 
to the Secretary of ‘the Treasury, for application to notes of the Adminis- 
trator,, the principal amounts. of any funds advanced to local public agencies 

, under this, title which the Administrator ‘determines to be uncollectible 
because of the termination of activities for which such advances were made, 
together, with the interest paid or accrued to the Secretary (as determined 

. by him) attributable to notes given by the Administrator in connection with 
such advances, but all such repayments shaW constitute a charge, ‘against 
the authorization to make contracts for capjtal grants contained in this 
section: Provided further, That no such determination of the Administrator 

. Shall be construed to an the rights of the United States with respect 
to any such advance’”’, 


Sec. 303. Section 110 of such Act is hereby. ‘amended by adding the following 
at the end thereof: 

*(k) ‘Federal recognition’ means execution of any contr ict for financial assist- 
ance under this title or concurrence by the Administrator in the commencement, 
without such ‘assistance, of surveys and plans.” ! 

Sec. 804. Section 110 (b) of such Act is hereby amendéd by inserting in clause 
(2) after “to indicate” the following: “,‘to the extent required by the Adminis- 
trator for the making of loans and grants undef this title,”’. 

Src, 305. Section 110 (c). of such Act is hereby amended by inserting before 
the last paragraph‘ thereof the,following paragraph: 

“Notwithstanding the first sentence of. the preceding paragraph, the Adminis- 
trator (i) may extend financial assistance, other than capital grants, under this 
title to local public agencies,for projécts in urban renewal areas (other than open 
land areas) which are not clearly predominantly residential in character and 
which will not be predominantly residential under the urban renewal plan there- 
for; and (ii) may make, and agree to make, loans to refund temporary loans for 
such projects,as provided in this phragraph. Anv¥ such refunding loan shall be 
made when the.prject involved has been completed, shall provide for repayment 
within 10 years, «nd shall be in an amount not exceeding the net project cost of 
such project." The aggregate amount of all such refunding loans outstanding 
‘, at any one time shall not, exceed $150,000,000. Except as otherwise provided in 
this, paragraph, all loans hereunder shall be subject to the provisions of this title 
applicable to temporary and definitive loans. Section 102.(c) is hereby made 
applicable to,all loans authorized by this paragraph. and the Administrator shall 
require local public agencies to obtain loan.’funds from sources other than the 
Federal Government as provided in, said. section unless the Administrator deter- 
mines in the particular case involved that: such action is'not. feasible.” 

Sec. 306. Section 110 (g) of such Act is hereby amended— 


(1) by striking out of ‘the first sentence “is, approved” and inserting in 
lieu thereof “for any project under this’ title is authorized” ; 
(2) by inserting in the second sentence after “Any” the word “such”; and 
(3) by striking out of. the second sentence “contract is revised or super- 
seded by such later contract” and inserting in, lieu thereof “later contract.is 
authorized”. 
TITLE IV—LOW-RENT HOUSING 


Sec. 401.’ (a) Section 2 of the United States Housing Act of 1937 is hereby 
amended by striking eut the second and!third sentences of paragraph (1) and 
inserting in, lieu thereof ‘the following: “The siwelliugs in low-rent, housing shall 
be available solely to families whose net annual income at the time of admission 
less the exemptions authorized. herein dbes not exceed five times the annual 
rental (including the ‘value or cost. to them of, water, electricity, gas, other 
heating and cooking fuels, and other utilities), of the dwellings to be furnished 
them, In determining eligibility and rent ‘there may be exempted from the net 





HOUSING ACT. OF 1958 W 


annual income of each family (1) $100 for each member of the family other than 
the head of the family and his spouse and (2). not to exceed $600 of the total 
income ‘of all family members other than ‘the principal ‘income recipient: 
Provided, That in determining eligibility only there may be exempted all or any - 
part of amounts paid by the United States Government for disability ‘or death 
occurring in connection with military service, and in determining eligibility for 
continued occupancy enly there may be exempted’all or any part of the income 
of minor members of the family, other than the head or spouse.” 

(b)' The fourth sentence of section 502 (b) of the Housing Act of 1948 
is hereby repealed. 

Sec. 402. Section 10 (i) of the United States Housing Act of 19837 is hereby 
amended by striking out the word. “two” in the. first. proviso and inserting in 
lieu thereof “‘three”. 

Sec, 403. (a) Section 12 (c). of such Act is, hereby amended by striking out 
the word “only” in the first sentence, and by striking out the last sentence. 

(b) Section 13 (e) of such, Act is hereby amended by striking out “(except 
low-rent housing projects, the disposition of which is governed elsewhere in this 
Act)’’-in the first sentence. 


TITLE V—COLLEGE HOU SING: 


Sec. 501. Section 401, (a) of the Housing Act of 1950 is capt amended by 
striking out “equally,as favorable as the terms and conditions applicable to loans 
under’ this title” and inserting in lieu thereof “which the Administrator deter- 
mines to be' reasonable and consistent with the purposés of this title’. 

Sec, 502. Section 401 (c) of such Act: is hereby amended to read ‘as follows: 

“(e) A loan to'an educational, institution may be in an amount not exceeding 
the total development cost of the facility, as.determined by the Administrator, 
and shall be secured in such manner and repaid within such period, not exceeding 
fifty years, as may be determined by him; and with respect to applications filed 
after March 4, 1958, tne loans’ shall bear interest at a rate equal to the total 
of one-fourth of 1 per centum per annum plus. the rate chargeable by the Secre- 
tary of the Treasury under the second sentence of subsection (e) of this section.” 

Sec. 503. Section 401 (d) of such Act is hereby amended by striking out “$925,- 
000,000” and inserting in lieu thereof ‘'$1,125,000,000.” 

Seo. 504. The second sentence of section 401 (e) of such Act is hereby amended 
to read as follows: “Such notes or other obligatious issued to obtain funds in 
excess of the aggregate amount required with respect to applications filed:on or 
before March 4, 1958, shall bear:interest at a rate determined by the Secretary 
of the Treasury, taking into consideration the current average market yields 
on outstanding marketable obligations of the’ United States having maturities 
<omparable to the loans made by the Administrator under this title, which rate 
shall be. adjusted to’ the nearest one-eighth of 1 per centum.” 

Sec. 505. Section 401 (f) of such Act is hereby amended to read as follows 

“(f) There are hereby authorized to be appropriated to the Administtator such 
sums as may be necessary to carry out the purposes of this title.’ 

Sec. 506. Section 402 (c) of the Housing Act of 1950 is hereby amendéd. by 
inserting “or guaranteed” after ‘‘made” in the first sentence of paragraph (4) 
thereof. 

Seo. 507. Such Act is hereby amended by adding to section 402 thereof a new 
subsection (e) as follows: 

“(e) The provisions of section 309 of the Independent Offices Appropriation 
Act, 1950 (Public Law 81-266, 63 Stat. 662), which.are applicable to corporations 
or agencies subject to the Government Corporation Control Act, shall also be 
applicable to the activities of the Administrator. under. this tit’e ” 

Sec. 508, Section 404 of such Act is hereby amended by adding at the end 
thereof.the following new.subsection : 

“(i) ‘Bonds’ shall mean any bonds, notes, interim certificates, certificates of 
indebtedness, debentures or other obligations.” 

Sec. 509. Such Act is hereby amended by adding at the end thereof the follow- 
ing new section: 

“GUARANTY CONTRACTS 


“Sec. 405. (a) In addition to his other authority under this title,’ the Admin- 
istrator may enter into a contract, to be known as a Debt Service Guaranty. 
Contract, pursuant to which the Administrator may guarantee the payment: of 
the principal of and interest on the bonds of an educational institution, if the 
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income from such bonds is subject to Federal taxation and the bonds are to be 
issued and ‘sold to investors other than the United States in financing housing 
or other educational facilities, as defined in section 404. The Debt Service 
Guaranty Contract shall obligate the Administrator, so long as such bonds are 
‘outstanding, to pay to a trustee under an indenture securing the bonds, such 
amounts which, when added to the moneys available from the revenues or 
funds pledged by such institution as security for the bonds (iricluding all reserve 
funds therefor), may be needed:to make the payments due on the bonds. The 
aggregate principal amount of such guarantee bonds outstanding at ahy one 
time shall not exceed $100,000,000. ' 

“(b) (1) For the purposes of this section the Administrator is authorized to 
establish a Fund to be known as the College Housing Guaranty Fund. 

“(2) All fees received in connection with guaranties issued under this section, 
all funds borrowed from the'Secretary of the Treasury pursuant to subsection 
‘(d), all earnings on the assets of the College Housing Guaranty Fund, all 
appropriations for carrying out functions under this section, and all other re- 
. eeipts of the Administrator,in connection with the performance of his functions 

under this, section, shall be deposited in the Fund. All paymients to trustees 
under subsection (a), repayments to the Secretary of the Treasury of sums 
botrowed ‘from him pursuant to subsection (d) and all administrative expenses 
and any other expenses of the Administrator in connection ‘with the performance 
of his functions under .this section shall be paid from the College Housing 
Guaranty Fund.’ Moneys in the.Fund may be invested in obligations of the 
United States or .in obligations guaranteed -as. to principal and interest by the 
United States, or in’ obligations eligible for investment. of public funds. Such 
obligations may be sold and the proceeds derived therefrom may be reinvested, as 
herein provided, if deemed advisable by the Administrator. Income from such 
investment or reinvestment shall be deposited in the Fund. 

“(e)- The. Administrator is authorized to charge and collect, a fee, as a con- 
sideration for: the Government’s guaranty of.-the loan, to cover administrative 
and other: expenses ain carrying out his functions under this section and to 
establish a reserve for losses. Such fee may be included in the amount of the 
bonds guaranteed. 

“(d) To carry out the purpose of this section the Administrator is authorized 
to issue to.the Secretary of the Treasury from time to time notes or other 
obligations for purchase by the Secretary of the Treasury'in amounts sufficient, 
together with any funds in the College Housing Guaranty Fund, to make pay- 
ments of principal and interest on all bonds guaranteed under this section in 
accordance: with the Debt Service Guaranty Contract.’ In the issuance of such 
notes or other obligations, the Administrator and: the Secretary of the Treasury 
shall be governed -by the provisions of, and exercise the authorities granted 
them respectively by, section 401 (e), it being the intention hereof to rhaké the 
provisions and authorities of said, section 401 (e) applicable to the notes or other 
obligations authorized and issued pursuant to this section. 

*(e) The provisions of paragraph (b) of section 402 shall be inapplicable to 
funds made available to the Administrator in carrying out ‘his functions under 
this section.” 

? yo TITLE VI—MISCELLANEOUS 


e 


SURVEYS OF PUBLIC WORKS PLANNING 


Src. 601. Section 702 of the Housing Act of 1954 is:amended by .adding the 
following new subsection : 

_ “(f£) The Administrator is authorized to use during any fiscal year not to ex- 
ceed $50,000 of the'moneys in the revolving fund. (established under subsection 
(e),) to conduct surveys of the status and current volume of State and local public 
works planning and surveys of estimated réquirements for State and local public 
works: Provided, That the Administrator, in conducting any such survey, may 


utilize or act through any Federal department or agency with its consent.” 





[S. 3484, 85th Cong., 2d sess.] 
A BILL.To amend section 404 of the Housing Amendments of 1955 


Be it enacted by the Senate and, Housé of Representatives of the United States 
of America in Congress assembled, That the first sentence of section 404 (a) of 


the Housing Amendments of 1955 is amended to read as follows: “Whenever the 
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Secretary of Defense or his designee deems it necessary for the purpose of 
this title, he may acquire by purchase, donation, cOndemnation, or other means 
of transfer, any land'or (with the approval of the Federal Housing Commissioner) 
(1) any housing financed with mortgages insured under title VIII of the National 
Housing Act as in effect prior to August 11, 1955, or (2). any, housing situated 
adjacent to a military installation which was (A) .completed prior to-July 1, 
1952; (B) certified by the Department of Defense, prior to construction, as being. 
necessary to meet an existing military family housing need and considered as | 
military housing by the Federal Housing Commissioner,.and (C) financed with 
mortgages insured.under section 207 of the National Housing Act.” 

Sec. 2. Section 404 (b) of the Housing. Amendments of 1955 is amended by 
striking out “constructed under the mortgage insurance provisions of titlé VIII 
of the National Housing Act (as in effect prior to the enactment of the Housing 
Amendments of 1955)”, and inserting in lieu thereof the following: “deseribed in 
clause (1) or (2) of Subsec tion (a) of this section.” 


[S..3548, 85th Cong., 2d sess.] 


* 


A BILL To authorize additional funds for urban renewal projects under title I of the 
Housing Act of 1949, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 103 of the Housing Act of 1949 
is amended by striking out “$900,000,000, which limit shall be increased by ’$350,- 
000,000 on the date of enactment of the Housing Act of 1957: Provided” and 
inserting in lieu thereof: the following: “$1,250,000,000: Provided, That such 
limit .shall be increased by $500,000,000 on the effective date of this proviso: 
Provided further” 

Sec. 2. The U rban Renewal C ommissioner shall take such action as may: be 
necessary to expedite the processing of applications of local public agencies for 
assistance under title I of the Housing Act of 1949, and for that purpose such 
additional personnel may be employed, in accordance with the civil service laws 
and Classification Act of 1949, as may be required .to carry out the accelerated 
program contemplated by this Act. 


[S. 3713, 85th Cong.,. 2d sess. ] 


A BILL To amend title IV‘of the Housing Act of 1950 (college housing) to authorize loans 
to educational institutions for the construction, rehabilitation, Rea ‘conversion, 
and improvement of classroom buildings and other academic facilities 


Be it enacted by the Senate and House of Representatives of the United States 


tof America in Congress assembled, That title IV of the Housing Act of 1950 is 


amended by adding at the end thereof a new section as follows : 


“LOANS FOR CLASSROOM BUILDINGS AND OTHER ACADEMIC FACILITIES 


“Sec. 405. (a) In addition to the other purposes for which financial assistance 
may be extended under this title, the Administrator may make loans to eduea- 
tional institutions for (1) the construction of new structures suitable for use as 
classrooms, laboratories, and related facilities (including initial equipment, 
machinery, and utilities) necessary or appropriate for the instruction of students 
or the administration of the institution, and (2) the rehabilitation, alteration, 
conversion, or improvement of existing es ‘r the uses described above 
if such structures are otherwise inadequate for such uses. As used in this sec- 
tion, the term ‘educational institutioral’. means any educational institution, of: 
fering at least a two-year program acceptable for full ‘credit toward a bac- 
calaureate degree, including any public educational fnstitution, or any private 
educational institution no part of the net earnings of which inures to the benefit 
of any private shareholder or individual. 

“(b) Any educational institution which, prior to the effective date of this 
section, has contracted for the construction, rehabilitation, alteration, conver- 
sion, or improvement of any, structures for the uses deseribed in subsection. (a’) 
above may, in connection therewith, receive loans authorized by this section, as 
the Administrator may determine, but no such loan shall be made in connection 
with the construction, rehabilitation, alteration, conversion, or improvement of 
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any such structure if the work thereon was commenced prior to the effective date 

of this section, or was completed prior to the filing of an application under this 

section.” 
‘Sec. 2. Title IV of the Housing Act of 1950 is further amended by— 


‘ (1) striking out “Housine” in the heading of such title and inserting in 
lieu thereof “LOANS” ; 

' (2) striking out ‘ repeRaL” in the heading of section 401 and inserting, in 
lieu thereof.“coLLEGi HOUSING” ; 

(3) inserting after “loan” in clause (1) of the first proviso to section 401 
(a). the following: “(including any loan under section 405 of this title)” 

(4) striking out “A loan to an educational institution may be in an amount 
not exceeding the total development cost of the facility, as determined by 
the Administrator” in section 401 (c) and inserting in lieu thereof the foi- 
lowing: “A loan under this section to an educational institution may be in 
an amount not exceeding the total development cost of the facility, as deter- 
‘mined by the Administrator, and.a loan under section 405 of this title to an 
educational institution may be in an amount not exceeding the cost of con- 

_ Struction of the’ structures involved (including related facilities), and ‘the 
’ land: on which the structures are located, as determined by the Adminis- 
trator’’; 

(5). inserting “(4 immediately before the, text of. subsection (d) of 
section .401, by striking out “under this title” in:such subsection (d) and 
inserting: in lieu thereof “under subsection (a). of this section”, and by 
adding at the end of such subsection (d) a new,paragraph as follows: 

.“(2) In addition to the notes and other obligations authorized in para- 
graph (1) of this subsection, the Administrator may issue to the Secretary, 
from time to time and have outstanding at any’ one time, in an amount not 
exceeding $250,000,000, notes and other obligations for the purpose of carry- 
ing out the provisions of section 405 of this title.” ; and 

(6) inserting after “For the purposes of this title,” in section 404 the 
following : “except as otherwise provided in.section 405,”. 


{S.,.8717, 85th Cong., 2d sess.] 


A BILL To amend the Housing’ Act of 1954 with respect to urban planning.for groups of 
adjacent communities 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 701 of the Housing Act of 
1954 is amended by ‘striking out the language after the parenthetical clause 
and inserting in lieu thereof the following: “to (1) cities and other municipal- 
ities having a population of less than 25,000 according to the laterst decennial 
eensus, and (2) to any group of adjacent communities, either incorporated or 
unincorporated, having a total population of less than 25,000 according to the 
latest decennial census and having common or related urban planning problems 
resulting from rapid urbanization.” 


[S. 3781, 85th Cong., 2d sess.] 
A BILL To extend and amend the laws relating to.urban renewal and low-rent housing 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


TITLE I—URBAN RENEWAL 


Sec. 101. (a) The first sentence of section 103 (b) of the Housing Act of 
1949 is amended. to read as follows: “The Administrator, on and after July 
1, 1949, may, with the approval of the President, contract to make. capital 
grants, with respect to projects: assisted. under this title, and to make grants 
pursuant to subsection (c) of this section, aggregating not to exceed $1,.250,- 
000,000, which limit shall be. increased by $500,000,000 on July 1 in each of the 
years 1958 through 1967; except. that any such authorized increase may be 
increased by additional amounts aggregating not more than $100,000,000 ‘in 
any fiscal year upon a determination by the Administrator,, with the approval 
of the President; that such additional amounts are necessary to carry out the 
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urban renewal objectives of this title:, Provided,;,That the amount of capital 
grants contracted for under this title prior to July 1, 1968, shall not exceed 
an aggregate of $6,250,000,000.” 

(b) Section 103 (b)- of such Act is amended by adding at the end thereof 
a new paragraph as follows: 

“Notwithstanding the provisions of this or any other Act, ‘the Administrator 


' shall, upon application by local public agencies, make réservations of capital 


grants ‘(in advance of the dates on which the authorization to. make contracts 
for such capital grants becomes available pursuant to this subsection) which 
thereafter may be contracted for: by such local public agencies as the aggregate 
amount of contracts to make. capital’ grants with..respect to projects assisted 
under this title is increased ,as provided for in this subsection, and may. make 
advances pursuant to subsection (d) of section 102 of this title, for any project 
or projects to be carried out by such. local public agencies with the’ capital 
grants so,reserved to be contracted for.by such local public agencies: Provided, 
That the amount of capital grants so reserved together with the amount of 
eapital grants contracted for and the amount of all ‘grants reserved or con- 


tracted for pursuant, to subsection (c) of this section shall not exceed at any 


time the aggregate amount of capital grants and grants authorized by this 
subsection to be contracted for on’ July 1, 1967: Providéd further, That anything 
in this paragraph to the contrary notwithstanding, the Adininistrator may from 
time ‘to tinve reserve from the amount of the authorization to make: capital 
grants and grants as shall be-available at any time, and such amounts of such 
authorization as it still to become available, as he deems nenennney to provide 
for reasonable reserve for overruns and contingencies.” 

(ec) Section 108 of such Act is further amended by adding at ‘the end thereof 
a new subsection‘as follows: 

“(e) The Administrator may contract to make grants for the preparation or 
completion of community renewal programs, which may inchide, without being 
limited to, (i) the’ identification of slum areas or blighted, deteriorated, or 
deteriorating areas in the community, (ii) the measurement of the nature ‘and 
degree of blight and blighting factors within such areas, (iii) determination of 
the financial, relocation, and other resources needed and available to renew 
such areas, (iv) the identification of potential project areas and, where feasible, 
types of urban renewal action contemplated within such areas, and (v) 
scheduling, or programing of urban renewal activities. Such programs shall 
conform, in the determination of the governing body of. the locality, to the 
general plan of the locality as a whole. The Administrator may establish 


reasonable requirements respecting the scope and content of-such programs: - 


No contract for a grant pursuant to this subsection shall be made unless the 
governing body of the locality involved has approved the undertaking of the 
surveys and plans or the preparation or completion of the community renewal 
program, and the submission by the local public agency of an application for 
such a grant. Notwithstanding section 110 (h) or the use in any other provision 
of this title of the term ‘local public agency’ or ‘local public agencies’ the 
Administrator (i) may make advances pursuant to subsection (d) of section 
102 hereof for surveys and plans for an urban renewal project, to a single local 
public body which has the authority to undertake and carry out a substantial 
portion, as determined by the Administrator, of the surveys and plans or of the 
contemplated project: Provided, That the application for such advance shows, 
to the satisfaction of the Administrator, that the filing thereof has been ap- 
proved by the public body or bodies authorized to undertake those portions of 
the surveys and plans or of the project which the applicant is not authorized to 
undertake, and (ii) may make grants pursuant to this subsection for. the 
preparation or completion of a community renewal program, to a single local 
public body authorized to perform the planning work necessary to such prepara- 
tion or completion. No grant made pursuant to this subsection shall exceed 
two-thirds of. the cost (as such cost is determined or estimated by the’ Ad- 
ministrator) of the surveys and plans or of the preparation or completion of 
the community renewal program for which such grant is made.” 

Seo. 102. (a) Section 105 (a) of the Housing Act.of 1949 is amended to read 
as follows: 

“(a) The governing body of the locality in which the project is situated shall 
have approved the project and determined that the financial aid to be provided in 


the contract for loan or capital grant is necessary to enable the project to be 


undertaken ;”. 
25834—58——-3 
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(b) (1) Section 105 of such Act is amended by inserting after subsection (a) @ 
new subsection as follows: z 

“(b) Before real property acquired or ‘held by the local public agency in con- 
nection with the project is sold or leased for its ultimate use, the governing body 
of the locality in which the project is situated shall have approved the urban 
’ renewal plan for the urban renewal area, and such approval shall include findings 
by the governing body that (i) the urban renewal plan will afford maximum 
-opportunity, consistent with the sound:needs of the locality as a whole, for the 
rehabilitation or redevelopment of the urban renewal area by private enterprise, 
and (ii) the urban renewal plan conforms to the plan for the development of 
the locality as a whole ;”. : 

(2) Subsections’ (b), (ec), and ( da) of section 105 of such Act, as they existed 
‘prior to the amendment made by this subsection, are hereby redesignated as sub- 
‘sections (c), (d),and (e), respectively. 

(ec) Subsection (c) of section 105 of such Act, as redesignated by this usshinn: 
is amended by inuerting after “sold or leased” ‘the following: “for its ultimate 
use’’, 

(d) Section 110 (ce) ‘of such Act is amended by inserting before the period at 
the end of the first ‘sentence a colon and:the following: “Provided, That such 
plan need not be approved ‘by the governing body of the locality in which the 
project is. situated prior to acquistion of real property in the project area but 
shall be approved prior to the sale, lease, or Other disposition.of such real property 
for its ultimate use’’. 

Sec: 103. Section 106 (e) of the Housing Act of 1949 is amended by striking 
out.“$100,000,000” and inserting in lieu thereof “$200,000,000”. 

Sec. 104. Section 107 of the Housing Act of 1949 is amended to read as follows: 

“Sec. 107. When it appears in the public interest. that an urban renewal proj- 
ect area Should be used in whole or in part as a site for a low-rent housing 
project assisted.under the United States Housing Act of 1937, as amended, the 
site shall be made available to the local housing agency undertaking the housing 
project at a price equal to the amount, as determined by the Administrator, which 
would be charged if it were disposed of to private enterprise for lowest rental 
housing, and such amount shall be included as part of the development ‘cost' of 
the low-rent housing project: Provided, That the local contribution in the form 
of tax exemption or tax remission required by sections.10.(h) of. the said Act with 
respect to the low-rent housing project into which such land is incorporated shalt 
(if covered by a contract which, in the determination of the Public Housing Com- 
missioner, and without regard to the requirements of the first proviso of said 
setcion 10'(h); will assure that such local contribution will be made during the 
entire period that the project is used as. low-rent housing within the meaning of 
the said Act) be-accepted as-a local grant-in-aid equal in amount, as determined 
by the Administrator, to one-half (or one-third in the ‘case of a project on a 
three-fourths capital grant basis) of the difference between the cost of such 
land (including. costs of, clearance if any) and its sales price, and shall be 
considered a local grant-in-aid furnished in a form other than cash within the 
meaning of section 110 (e) of this title.” 

Sec. 105. Section 110 (b) of the Housing Act of 1949 is amended by striking out 
clause (2) and inserting in lieu thereof the following: 

“(2) shall be sufficiently complete to indicate, to the extent required by the 
Administrator, the, general nature of such redevelopment, improvements, and re- 
habilitation as may be proposed to be carried out in the urban renewal areas, the 
general land uses, and general nature of building requirements and density 
standards.” 

Sec. 106. Section 110 (4) of the Housing Act of 1949 is amended by adding at 
the end thereof the following new paragraph : 

“Notwithstanding any other provision of this subsection, -in' any community 
for which there exists a general neighberhood -renewal. plan meeting the re- 
quirements of subsection.(d) of section 102 hereof or a community ‘renewal 
program meeting the requirements. of the Administrator established pursuant to 
clause (2) of section.103 (c) hereof, no subsequent donation or provision of. a 
public improvement or public facility of. a type falling within the purview of 
this subsection shall be deemed to be ineligible aS a‘ local grat-in-aid for any 
project in‘conformity with such. General ‘Neighborhood Renewal Plan or such 
community. renewal program solely on_the basis that the construction of’ such 
improvement or facility was commenced without notification to the Administrator 
or prior to: Federal recognition of such. project; if such construction: was com- 
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menced not more than five years prior to the authorization by the Administrator 
of a contract for loan or capital grant for the project.” 

Sec. 107. Section 110 (c) of the Housing Act of 1949 is amended by striking. 
out the‘second paragraph following the paragraph numbered (6) ‘and inserting © 
in lieu thereof the following: 

“Financial assistance shall not be extended under this title with respect to any 
urban renewal area which is not predominantly ,residential in character and 
which, under the. urban renewal ‘plan therefor, is not to be redeveloped for 


4 predominantly residential uses: Provided, ‘That, if the governing body of the -° 


local public agency determines that the redevelopment of such‘an area for 
predominantly nonresidential uses is necessary for the proper development of 
the community, the Administrator may extend financial assistance under this 


title for such a: project: Provideed further, That the aggregate amount of capital 


grants contracted to be made pursuant, to this title with respect to such projects 
shall not exceed 15 per centum of the aggregate amount of grants sim anit by, 
this title to be contracted for.” 

Sec. 108. The Housing Act of 1949 is amended— 


(1) by striking out the word “capital” in sections 100, 101 (c), the second 
sentence of section 103 (b) and in sections 106 (a) (3), 106 (b), 106 (ce) (6), 
106 (c) (8), and 106 (e) ; ; 

(2) by inserting.in section 101 (a) after the word “title’ in the first 
place where it appears therein “or for grants pursuant to’subsection (c) of 
section 103 heereof”’ ; and 

(3) by adding at the end of section 110 a new subsection as follows: 


“(k) ‘Federal recognition’ means execution of any contract for financial as- 
sistance under this.title or concurrence by the Administrator in the commence- 
ment, without such assistance, of surveys and plans.” 


TITLE II—LOW-RENT HOWSING 


Src, 201. The first section of the United States Housing Act of 1937 is amended 
by adding at the end thereof the following: “In the development of public 
housing it shall be the policy to promote projects planned as parts of appropriate 
and well protected neighborhoods, to avoid projects so large as to ‘constitute 
communities of one economic class, to plan projects with the lowest feasible: 
density and of architectural patterns in keeping with sound local pfactice, to 
arrange dwelling structures so as to facilitate transfer to families whose incomes 
increase beyond the limits for continued occupancy, to. make adequate provision, 
for larger families and for elderly families, and to acquire existing dwellings for 
public Housing use when appropriate and economical. In the administration of 
public housing it.shall be the polity to vest in local public agencies full responsi- 
bility for the establishment ‘of rents and eligibility requirements (subject to in- 
come limit ceilings hereinafter provided), the preparation of budgets, the control 
of expenditures, and the provision of such social and recreational guidance as is 
necessary in.assisting families to become good tenants and citizens of the larger 
community. It shall further be the policy to authorizé local public agencies to 
permit families whose income increases beyond thé limits for continued occupancy 
to remain in their homes either through group or individual purchase, or as tenants 
paying a nonsubsidized rent if private housing is not available to them.” 

Sec. 202. (a) Paragraph (1) of section 2 of the United States Housing Act 
of 1937 is amended to read as follows: 

“(1) The term ‘low-rent housing’ means decent, safe, and sanitary dwellings 
within the financial reach of families of low income, and developed and admin- 
istered to promote serviceability, efficiency, economy, and stability, and embraces 
all necessary appurtenances thereto. The dwellings in low-rent housing shall 
beavailable solely for families.of low income.” 

(b) Paragraph (7) (b) of section 15 of such Act is amended to read as 
follows: 

“(b) The Authority shall not make any contract for loans (other than pre- 
liminary loans) or for annual contributions pursuant to this Act with respect 
to any low-rent housing project initiated after March 1, 1949, unless ,the goy- 
erning body of the locality involved has entered into an agreement with the 
public’ housing agency providing for the local. cooperation required by the 
Authority pursuant to this Act.” 
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* “(e) Paragraph (8) (a) of section 15 of such Act is amended to read as 
follows: ; ; ; 

_ (a) the public housing agency shall fix maximum income limits for the 
admission and for the continued occupancy of families in such housing, and 
shall also fix the exemptions, if any, from net family income which shall: be 
jfllowed in applying .such income limits. In fixing income limits, the public 
housing agency shall determine (with the approval of the Authority), for 
dwellings of various sizes, the lowest annual rentals, (or- equivalent costs of 
owned homes); including the value or cost to the tenants of water, gas, other 
héating and cooking. fuels, and other utilities, at which private enterprise un- 


‘aided by public subsidy is providing (through’ new construction and available 


existing structures) a substantial supply of decent, ‘safe, and sanitary housing 
toward meeting the need of an adequate.volume thereof. The income limits 
fixed by the public housing agency for families of various sizes and compositions 
shall be such that (A) no family shall be. eligible for admission whose net 
annual: income, less exemptions, exceeds five times such lowest annual rental, 
less 20 per centum; of .a dwelling of the size needed by such family, except that 
in the case of a family entitled to a first preference as provided in section 10 
(z) 20 per centum need not bé deducted from ‘such lowest annual rental; and 
(B) no family shall be eligible for continued occupancy whose net income, less 
exemptions, exceeds five times such lowest annual rental of a dwelling of the 
size needed by such family. . In determining eligibility for admission the public 
housing agency may exempt not more than $600 of the income of each member 
of the family other than the principal income recipient and not more than the 
payments made by the United States Government for disability or death 
occurring in connection with military service; and in determining eligibility for 
continued occupancy may exempt (i) not. more than:the total income of minor 
members of the family other than the principal income recipient and his spouse, 
(ii) not more than $600 of the income of any other member of the family other 
than the principal income :recipenent, and (iii) not more than the payments 
made by the United States Government for disability or death occurring in 
connection with military service.” 

(d) Paragraph (8) (b) of section 15 of such Act is amended by striking out 
clause (i) and inserting in lieu thereof the following: “(i) had an income for 
eligibility not exceeding the maximum income limits fixed by the public housing 
agency ;”’. 

(e) Paragraph (8): (d)-of section 15 of such Act is amended by striking out 
“(and approved by the Authority)”. 

(f) Section 502 (b) of the Housing Act of 1948 is amended by striking out 
the last sentence thereof. 

Sec. 203. (a) Section 15 (8) of the United States Housing Act of 1937 is 
amended by adding at the end thereof a new paragraph as follows: 

“(e) notwithstanding the provisions of paragraph (d) above, the public hous- 
ing agency may permit any member of a family which would otherwise be 
required to move under said paragraph (d) to enter into a contract (either indi- 
vidually or as,a member of a group) for the acquisition of its dwelling unit or 
another suitable dwelling unit in any project of the public housing agency on 
the following terms: 


“(A) the purchasér shall'pay at least (i) a pro rata share of the cost 
of-any services furnished him.-by the public housing agency, including but 
not, limited to,. administration, maintenance, repairs, utilities, insurance, 
provision of.reserves, and other operating, expenses, (ii) local taxes on his 
dwelling unit, and (iii) monthly payments of interest and principal sufficient 
to amortize a'sales price equal to the appraised value (at the time such 
purchase coritract is ‘entered into) of the dwelling unit in not more than 
40 years ;. en. 

“(B) the interest rate shall be fixed at not less.than the average interest 

cost of lodns outstanding on the-project, except that in the case of a project 
on; which bonds are not outstanding ‘the interest .rate shall. be-fixed at not less 
than the going Federal rate applicable to such project; 
__“©) the principal payments shall be not less than one-half per’ centum 
_ per annum of the sales price during :the-first -five years after purchase, 1 
per céntum per annum during the. next five years, 1144 per centum per’ annum 
during the third five years, and thereafter not less than the principal -pay- 
‘ment resulting from a level debt service of interest and principal over the 
balance of thé payment. period; 
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“(D) if at'any time a purchaser fails to carry out his contract with the 
public housing agency and if no member of his family who resides in the’ 
dwelling assumes such contract, the public housing agency shall have an’ 
option to acquire his interest under such contract upon payment to him or 
his estate of an amount equal to his aggregate principal payments plus the, 
value to the public housing agency of any improvements made by a less 
an amount equal to 244 per centum of the sales’ price: 


If the public housing agency determines with respect to.any project that it is 
not feasible to enter into such contracts, it: may permit a tenant family in such 
project whose income has increased beyond the limit for continued occupancy to 
continue in occupancy so long as (i) the public. housing agency, after investiga-: 
tion (made at least annually), finds that it is impossible for the family to obtain 
through rental or purchase a decent, safe, and sanitary private dwelling suitable 


_ for its.use and at a cost within its financial means, and (ii) the family pays a 


rental equal to the amount which ‘it would be required to pay, (during the. first 
five years after purchase) if it purchased its dwelling unit under the foregoing 
terms of this paragraph (e). Actions taken pursuant to the provisions of thig 
paragraph (e) shall not be deemed to violate the low-rent character of the 
project, and any such actions shall not be taken into account in making the 
determination required in the first proviso of section 10 (h).” 

(b) The United States Housing Act of 1937 is further amended-— ' 


(1) by inserting before the period in paragraph (7) of section 2 ‘the 
following: “, other than a project the title or possession of which is vested 
in the Authority pursuant to section 22” ; 

(2) by inserting-after the words “unless such project” in section 10 (h) 
the following: “(excluding any part thereof covered by a contract or con- - 
veyed pursuant to paragraph (8) (e) of section 15)”; 

(3) by inserting after “may be made” in section 10 (1) the following :’ 
‘ subject to any outstanding contracts made pursuant to paragraph (8) (e) 
of section 15." s 

(4) by inserting after “acquisition” in paragraphs (1), (2), and (3) 
of section 15 the following: “(except pursuant to paragraph (8): (e) of 
section 15)”: and 

(5) by inserting before the semicolon at the end of paragraph (1) of 
section 22 (a) a colon and the following: “Provided, That such conveyance 
or delivery of title shall be subject to the rights of third parties vested pur- 
suant to paragraph (8) (e) of section 15”. 


Src. 204. (a) Section 10 (b) of the United States Housing Act of 1937 is 
amended to read as follows: % 

“(b) Annual contributions shall be strictly limited to the amounts necessary, 
in the determination of the Authority, to assure the repayment of all sums 
borrowed by the public housing agency to finance the development or acquisition 
cost of a project together with the interest, as contracted for from time to time, 
on the sums so borrowed; except that the fixed contribution payable annually 
under any contract shall in no event exceed a sum equal to the annual yield, 
at the applicable going Federal rate plus 2 per centum, upon the development ox; 
acquisition cost of the low-rent housing or slum clearance project, involved, 
The contract for annual contributions shall provide for their payment over a 
fixed period of years, to be determined by the Authority, which shall in nq 
event: exceed 40 years from the date the first annual contribution for the 
project is paid: When payment of all sums borrowed (or provisions for such 
payment) has been made, annual contributions shall cease.” 

(b) Section 10 (c) of such Act is amended to read as follows: 

“(e) Every contract for annual contributions, shall provide: (1) that when- 
ever in any year the receipts (excluding: receipts of interest arid principal on 
dwellings under purchase contracts pursuant to paragraph (8) .(e) of ‘section 
15.) of a public housing agéncy in connection with a low-rent, housing project 
exceed. its expenditures (including debt service, administration; maintenance, 
establishment of reserves,;and other cosSts and charges), an amouzit equal to 
such’ excess shall.be .divided one-third. to the public housing agency and two- 
thirds for repayment of outstanding development or acquisition, loans in con- 
nection with the project either through iminédiate repayment or establishment 
of a sinking fund, and (2) that all.receipts. of interest and principal on dwellings 
under purchase contracts pursuant to paragraph: (8) (e) of section 15 shall 
be applied for repayment of outstanding development or acquisition loans in 
connection with the project either through immediate repayment or establish- 
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ment of a sinking fund, maey edaitieact ‘for annual éiabbibations shall eequize 
that the public housing agency and its.chairman shall,.after an independent 
audit by the State auditor or other appropriate State ‘official or by a public 
’ gecountant of. recognized standing of the books and .accounts of the public 
- housing agency, certify annually, to the Authority that the agency has complied 
with the provisions of this Act and that-the financial statements are true and 
.eorrect. Such certification shall, in the absence of fraud or of evidence of gross 
waste or extravagance, be accepted as final’ and conclusive by all officers of the 


‘> Mederal Government.” 


(c) Section 22 (b) of such Act is amended by striking’ out in the proviso 
thereto the following : - » OF, where applicable the second proviso of subsection 
ro (ey”. ‘ 

» SEc. 205. (a) The United States Housing Act of 1987 is amended a inserting 


a after section 29 a new section as follows: 





f “Src. 30. Upon the request ‘of any local public agency the Authority is- 
authorized and directed to amend any. or all. of its contracts with‘said local 
public agency so as to bring such contracts into: conformity with the ‘provisions 
of this Act, as amended at the date of such request: ‘Provided, That contracts 
may not be amended, or superseded in a manner which would impair the rights 
of the holders of any outstanding obligatidns of the public: housing agency 
involved secured by any of the provisions of such contracts.” 

(b) Sections 30 and 31 of-such Act, as they existed prior to the amendment 
made’ in: subsection (a) of this section, are redesignated as ‘sections 31 and 
82, respectively. - 

SEc. 206. ‘(a:) Section 10 (e) of the United States Housing Act’ of 1937 is 
amended by striking out all that follows “such action ‘is in the public interest” 
> the second sentence’ thereof’ down .to and se the fifth ‘proviso ‘and 

erting in lieu thereof a period. . 

b). Section 10°(i) of such Act is hereby repealed. 

c) Section 10 (j) of such Act is hereby repealed, 

(d) The First Independent Offices Appropriation Act, 1954, is amended by 
striking out the third proviso and clause (2) of the eighth proviso in the second 
paragraph under the heading “Public Housing, Administration”: 


[(S. 3805,. 85th Cong., 2d sess.] 


A BILL To amend ‘title 42. of the United States Code relating to disposal of war and 
veterans’ housing 


Be it enacted by the Senate and House of Representatives of me United States 
of America in Congress assembled, That section 1587 of title 42 of the United 
States Code is hereby amended by. adding to’ the end thereof a new .subsection 
*“(h)” reading as follows: 

®(h) Notwithstanding any’ other provision’ of law, the Administrator may, 
whenever he deems it'desirable, in the public interest, and in the fulfillment of 
the purposes of:this chapter, consent to the modification, with respect to purchase 
price, repayment period,. rate of interest, time of payment of any installment on 
principal or interest, security, qr any other term, of any contract, sale, mortgage, 
or other agreement to which‘he is a party, or which has been transferred to him 
pursuant to this chapter: Provided, That, in any such modification of a contract, 
sale, mortgage, or other agreement relating to housing projects heretofore dis- 
_ posed of asa whole or in other portions, exceeding four family dwelling units 
per portion, under paragraph '(c) of this section. by sale to a group organized 
on a mutual or cooperative basis, the Administrator shall endeavor to.make 
such modifications as may be netessary to enable such group to retain possession, 
wherever this result can be achieved without undue sacrifice of the interest of 
the. Federal Government.” 


[S. 88138, 85th Cong., 2d sess.] 


A BILL To amend title I of the Housing.Act of 1949 to give business concerns which .are 
displaced from certain. urban renewal areas a priority of opportunity to purchase or-lease 
commercial or industrial facilities provided in cénnection with the redey elopment of such 
areas 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 106 of title I of. the Housing Act 
of 1949 is amended by adding at the end thereof a new subsection as follows: 
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“(g) The Administrator shall require in connection with any urban renewal — 
roject— 
. “(1) with respect to’ which a contract for capital grants is executed under 
- this title, and 
.“(2) which involves the redevelopment. of any part of an urban renewal 
‘area for commercial or industrial purposes, 
that business, concerns which are displaced from such urban renewal area 
be granted, insofar as- practicable, a-priority of: opportunity to purchase or 
lease. commercial : or “industrial facilities provided in connection with such 


. 


_@ [S. 3824, 85th Cong., 2d sess.] " 


A BILL To clarify section 106 (f) of the Housing Act of 1949 with respect to the making 


of relocation payments for displacements caused by programs of voluntary repair and 
rehabilitation in connection with urban renewal projects 


"Be it enacted by the Senate and House of Representatives of the ‘United States 
of America in Congress assembled, That-section 106 (f) of the Housing‘ Act of 
1949 is amended by striking out in paragraph (2) “resulting frdm their ‘displace- 
ment by” and inserting in lieu thereof the following : “arising from their displace- 
ment as a result of undertakings and activities of the agency, or as a result of a. 
program of voluntary repair and rehabilitation, in, connection with.” ‘ 


[s. 3855, 85th Cong., 2d sess.] 


A — To amend title IV of the Housing Act of 1950 (college housing) with respect t.. 


_ the definition of “educational imstitution” 


‘Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 404 (b) of the Housing Act of 
1950 is amended by striking out.clause (3) ‘and inserting in lieu thereof the fol- 
lowing: “(3) any corporation -(no part, of the net earnings of which inures to the 
benefit of any ‘private shareholder or individual) '(A) established for the sole 
purpose of providing housing or other educational facilities for students or stu- 
dents and faculty of any’ institution included .in clause’ (1) of-this subsection 
without regard to their niembership in or affiliation with any social, fraternal, or 
honorary ‘society or organization, and -(B) upon: dissolution of which all title: to 
any property purchased or built from the proceeds of any loan sectred under this 
title will pass to such institution,”: 


_[S. 8871, 85th Cong.,.2d sess.] 


A. BILL. To encourage the construction of multifamily rental -housing to provide ‘living 
accommodations for éssential civilian personnel employed in connection with an ‘installa- 
tion of the armed services 
Be it enacted by the Senate and House of Repreesntatives of the United States 

of America in Congress assembled, That title ‘VIII of. the National Housing Act 

is amended by, adding at the end thereof a new.section as féllows: 

“Sec. 810. (a) Notwithstanding any other provision of this title, ‘the Com- 
missioner may insure and make-commitments to insure-any mortgage under this 
section which meets the eligibility requirements hereinafter set forth. 

“(b) No mortgage shall be insured ‘under this section unless ,the,Secretary of 
Defense or his -designee Shall have -certified to the Commissioner that (1) the 
housing which ‘is covered.by the insured mortgage is necessary in’the interest of 


‘national defense. in order to provide adequate housing for essential civilian per- 


sonnel employed in connection with an installation of one of the armed services 
of the United States, (2) there is no present, intention to curtail substantially the 
number of such personnel assigned or to be assigned.to*the ‘installation, (3) ade-~ 
quate housing is not available for: such personnel, at reasonable rentals within 
reasonable commuting distance of such installation, and (4) the mortgaged 
property will not so-far as can be reasonably foreseen substantially. curtail oecu-. 
pancy in any existing houSing in the. vicinity’ of the installation if such housing, - 
is covered by mortgages insured under this Act. Any such. éertificate issued by 


‘the Secretary of Defense or his’ designee shall be conclusive evidence to the 


Commissioner of the eligibility of the mortgage for insurante in accordance with 
the requirements of this subsection. 
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“(e) The Commissioner may caesien any mortgage for insurance under this 


. ‘section without regard to any requirement in any other section of this Act that 





the property. or project be economically sound. 

“(d) The Commissioner shall require each project covered by a mortgage in- 
sured under this section to be held for rental until such time as he is advised by 
the Secretary of Defense or his designee that the housing may be released from 
such rental condition. Priority in the rental of dwelling units covered by a 
mortgage insured under this section ‘shall be required and given to cine 
civilian employees of the armed services and employees of contractors for the 
armed services as evidenced by certification issued by the Secretary of Defense 
or his designee. Such certificate shall be ‘conclusive evidence to the Commis- 
sioner of the employment status of: the person requiring housing and of guch 
person’s need for the housing: : 

‘“(e) The Commissioner is authorized te’ insure mortgages under this section 
(including advances on such mortgages during construction) which cover prop- 
erty held by (1) Federal or State instrumentalities, municipal corporate instru- 
mentalities of one or more States, or limited dividend or redevelopment or hous- 
ing corporations restricted by Federal or State laws or regulations of State 
banking or insurance departments as to rents, charges, capital structure, rate of 
return or methods of operation, or (2) private corporations, associations, cooper- 
ative societies, or trusts. Any’such mortgagor shall, under the termination of all 
obligations of the Commissioner under such insurance, be regulated or restricted 
as to rents, charges, capital structure, rate of return, and methods of operation 
to such extent and in such manner as to provide reasonable rentals to tenants 
and a. reasonable return on the investment. In determining reasonable rentals 
in the case of any project, the Commissioner shall consult with the Secretary of 
Defense or: his designee. The Commissioner may make such contracts with, 
and acquire for not to exceed $100 such stock or interest in, any such corpora- 
tions, association, cooperative society, or trust as he may deem necessary to 
render effective such restriction or regulation. Such stock or interest shall be 
paid for out of the Armed Services Housing Mortgage Insurance Fund, and shall 
be redeemed by the corporation, association, cooperative society; or trust at 
par upon the termination of all obligations of the Commissioner under the 
insurance. 

“(f) To be eligible for insurance under this section, a mortgage on any prop- 
erty or project shall involve a principal obligation in an amount (1) not to 
exceed $12,500,000 or, if executed by a mortgagor coming within the provisions 
of subsection (e) (1) of this section, not to exceed $50,000,000, and (2) not to 
exceed, for such part of such property or project as may be attributable to dwell- 
ing use, $2,250 per room (or $8,100 per family unit if the number of rooms in 
such property or project is less than four per family unit), and not to exceed 
90 per centum of the estimated value of the property or project when the pro- 
posed physical improvements are completed: Provided, That as to projects which 
consist of elevator-type structures and to compensate for the higher costs. inci- 
dent to the construction of .elevator-type structures of sound standards of con- 
struction and design, the’Commissioner may, in his discretion, increase the afore- 
said dollar amount limitations per room or per family unit (as may be applic- 
able to.the particluar case) within the following limits: (i) $2,250 per room 
to not to exceed $2,700; (ii) $8,100 per family unit to not. to exceed $8,400; except 
that the Commissioner may, by regulation, increase any of the foregoing dollar 
amount limitations by not to exceed $1,000 per room without regard to the number 
of room’ being less than four, or four or more, in any, geographical area where 
he finds that cost levels so require. 

.“(g) Any mortgage insured under this section shall provide for complete 
amortization by periodic payments within such terms as the.Commissioner may 
prescribe but.not to exceed the maximum term applicable to mortgages under 
section 207 of this-Act and shall bear interest (exclusive of premium charges for 
insurance) at not to-exceed 41% per centum: per annum of the amount of the 
principal 6bligation outstanding at any one time. The Commissioner may consent 
to the release of a part or parts of the mortgaged property from the lien of 
the mortgage upon such terms and conditions as he may prescribe and the mort- 
gage may provide for such release. Property covered by a mortgage. insured 
under this section may include eight or more family units and may include such 
commercial ‘and community facilities as the Commissioner deems adequate to 
serve the occupants. 
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“(h) The provisions of subsections (d), (e), (g), Ch), (i), (3); Ck), (BD, (m), 
(n), and (p) of section 207 of this title shall be applicable-to mortgages insured 


under this section: Provided, That wherever the words ‘Housing Fund,’ or ‘Hous-* 


ing Insurance Fund’ appear in section 207, all Such references ‘shall refer to the 
Armed Services Housing Mortgage Insurance Fund with respect to mortgages 
insured under this section. 

“(i) The prov isions of sections 801, 802, 803 (@), 803 (i), 803 (j),,804, and 807, 
and the provisions of section 803 (a) relating to the aggregate amount of all 
mortgages insured and the expiration date of the Commissioner’s ‘authority to 
insure under this title, shall be applicable to mortgages insured under this 
section. 

“<¢3) If the Commissioner determines that the insurance of mortgages on any. 
housing of the type described in this: section is not an acceptable risk, he may 


require the Secretary of Defense to guarantee the Armed Services Housing Mort-. - 


gage Fund from loss with respect to mortgages insured pursuant to this section. 
There are hereby authorized to be appropriated such sums as may be necessary 
to provide for payment to meet losses arising from such guaranty.” 

Sec. 2. (a) Section 808 of the National Housing’ Act is amended by striking ‘out 
“The” and inserting in lieu thereof the following : “Except in the case of mort- 
gages insured under section 810, the.” 

(b) Section 227 (a) of such Act is amended by striking out “803” and inserting 
in lieu thereof “803 or 810.” 

Sec. 3. Section 305 (f) of the National Housing Act is amended by inserting 
“or 810” after “809.” 


[S. 3885, 85th Cong., 2d sess.] 


a 
A BILL To increase by $400.000 000 the borrowing authority of the Housing and Home 
Finance Agency for college housing loans 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 401 (d) of the Housing Act of 
1950, as amended, is amended by striking out ‘$925,000,000” and inserting in lieu 
thereof “$1,325,000,000,” 


[S. J. Res. 153, 85th Cong., 2d sess.] 


JOINT RESOLUTION To amend section 101 (b) of the Housing Act of 1949 with respect 
to the utilization of local public agencies established by the States to operate on a state- 
wide basis as a solution to community development or redevelopment problems in smaller 
communities 


Whereas smaller communities throughout the Nation suffer from slum ‘and 
urban blight in the same proportion as larger communities ; and 

Whereas only a small percentage of communities under twenty-five thousand 
population have commenced slum clearance or urban renewal projects; and 

Whereas the cost of establishing and maintaining a local public agency, as 
required by law, to direct community development and redevelopment ‘is not 
proportionate to the size of the community involved and in smaller communities 
such cost is usually prohibitive; and 

Whereas smaller communities should be allowed to enjoy the benefits of the 
Federal urban renewal program and should not be denied, such benefits because 
of the relatively high cost of establishing and maintaining a local public agency ; 
and 

Whereas State officials have ettetianh a desire td create State agencies to di- 
rect community development and redevelopment activity in behalf of smaller 
communities within their jurisdiction : Now, therefore, be it 

Resolved by the Senate and. House of Representatives of the United’ States of 
America in Congress assembled, That section 101 (b) of the Housing Act of 
1949; as amended, is amended by adding at the end ‘thereof a new: sentence as 
follows: “The Administrator shall particularly encourage the utilization of local 
publie agencies established by the States to.operate én-a statewide basis in be- 
half of smaller communities within the State, whenever that arrangement pro- 
vides an effective solution to community development or redevelopment problems 
in such communities, and is approved by resolution.or ordinance: of the govern- 
ing bodies of the effected communities.” 
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[S. J. Res. 171, 85th-Cong., 2d sess. ] 
, JOINT RESOLUTION To amend section 217 of the National Housing Act 


Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 217 of the: National Housing Act 
is amended by striking out “$3, 000, 000,000” and inserting in lieu thereof ‘“$7,000,- 
000, 000”. 


(COMMITTEE PRINT] 
[S. —, 85th Cong., 2d sess.] 


+ A BILL To extend and amend laws relating to the provision and improvement of housing 
and the renewal of urban communities, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Housing 
and Urban Renewal Act of 1958.” 


TITLE I—FHA MORTGAGE INSURANCE 


Src. 101. Section 207 of the National Housing Act is amended— 


(1) by striking out the following parenthetical phrases in subsection (b) : 
‘*(except provisions. relating to housing for-elderly persons)”, and “(except 
with’ respect to housing designed for elderly persons, with occupancy. pref- 
erence therefor, as: provided in, the paragraph following paragraph (3) of 
subsection (c) )”; 


(2). by striking out in paragraph (3) of subsection (c)— 


(i) “$2,250” in both places where:it appears therein and inserting in 
lieu thereof “$2,500” ; 

(ii). “$8,100” in both places where it appears therein and inserting 
in lieu thereof “$9,000” ; 

(iii): “$2,700” and inserting in lieu thereof “$3,000” 

(iv) “$8,400” and inserting in lieu thereof “$9,400” ; and 

(v) “$1,000” and inserting in lieu thereof ugh 950" = . 


(3) ‘by striking out in subsection (c) the unnumbered paragraph follow- 
ing paragraph (3) ; and: 

(4) by striking out in both.places where it appears in subsection (f) 
“section 210 and section 213” and’ enneeting in lieu thereof the following: 
“sections 210, 213, and 229”, 


Sec. 102. Subsection (d) (3) .(B). of section 220 of the National Housing Act 
is amended to read as follows: 


“(B) (i) not exceed $12,500,000, or, if executed by a mortgagor coming 
within the provisions of paragraph (2) (B)_ of this: subsection (d), not 
exceed $50,000,000; and 

“(ii) not exceed (in the case of.a property or project approved for 
mortgage insurance prior to the beginning of construction) the Commis- 
sioner’s estimate of the replacement cost. of the. property’ or project when 
the proposed improvements are completed (the replacement cost may include 
the land, the proposed improvements, utilities within the boundaries of the 
land, architect’s fees, taxes, interest during construction,. and.other mis- 
cellaneous charges incident to,construction and approved by: the Commis- 
sioner, but shall not include any allowance for builder’s and sponsor’s profit 
and risk ; 

“(iii) not exceed 90 per centum of the’ Commissioner’s estimate of the 
value of the property or project when the proposed improvements are com- 
pleted if the proceeds of, the mortgage are to be used for the repair or re- 
habilitation of a property or project ; and 

“(iv) not exceed, for:such part of such property or project as may be 
attributable to dwelling use, $2,500 per room (or $9,000 per family unit if 
the number of rooms: in such property or project is less than four per family 
unit) : Provided, That the Commissionér may, in his discretion, increase the 
dollar amount limitation of $2,500 per room to not to exceed $3,000 per room, 
and the dollar amount: limitation of $9,000 per family unit to not to exceed 
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$9,400 per family unit, as the case may be,-to compendate for the higher 
costs incident to the construction of elevator- type structures: And provided 
further, That the Commissioner may, in his discretion, increase any of the 
foregoing dollar. amount limitations by not’to exceed $1, 550 per room without 
‘regard to the number of,rooms being less than four, or four or more, in any 
geographical area where he finds that cost levels so require. ot 


Seo. 103. (a). (1) The first paragraph of section 221 (a) of the National 
Housing Act is amended to read as follows: 

“This section is: designed to supplement systems of mortgage insurance under 
other ‘provisions of the National Housing Act in order to assist (1) in relocating 
families from. urban renewal areas, (2) in relocating families to be displaced as 
the result of governmental action’ in a community respecting which’ (A) the 
Housing and Home Finance Administrator’ has made the certification to the 
Commissioner provided for by subsection 101 (c) of the Housing Act of 1949, 
as amended, or (B) there is being carried out a project covered by a Federal aid 
contract executed, or prior approval granted, by the Housing and Home Finance 
Administrator under title I of the Housing Act of 1949, as amended, before thé 
effective date of the Housing Act of 1954, or (C) there is: being carried out 
an urban renewal project assisted under section 111 of the Housing Act of 1949, 
as amended,.and (3) in ‘relocating families. residing in the environs of a.com- 
munity described in clause (2) which are to be displaced as the result of gov- 
ernmental action.’ 

(2) The second paragraph of section ‘221 (a) of such Act is amended 


(A) by inserting before the colon preceding ‘the first proviso a comma and 
the following: “and in the environs of such communities. as.provided in 
clause (3) above’ ; : 

(B) by striking out “in,any such community” in the ‘second proviso and 
inserting in lieu thereof,“in or-near any such community” ; 

(C) by striking out “(1)” in the third proviso and inserting in lieu 
thereof (2) (A)”; and 

(D) by striking out “(1)”, “(2)”, and “(3)”, wherever they appear in 
the last proviso, and inserting in lieu. thereof respectively “<(2) (A)”, 42) 
(B)”, and “(2) (C)”. 


(3) Section 101 (ce) of the’ Housing Act of 1949 is amended by striking out 
“if the mortgaged property. is in a community referred to in-clause (2): of 
section 221 (a) of said Act”, and insertirig in lieu thereof “if the mortgaged 
property is in an area described in clause (3) of section 221 (a) of said Act, or in 
a community referred to in clause (2) (B) of said-section”. : 

(4) Section 101.(c) of.such Act is further amended by striking out “in a com- 
munity” in clause (iii) of the last proviso. 

(b) Section.221 of the National Housing Act is further ameniied— 


(1) by striking out “$9, 000” and “$10,000” wherever they appear in para- 
graphs (2) and (3) of-subsection (d) and inserting in lieu thereot “$10,000” 
and “$12,000”, resnectively ; 

(2) by striking out of paragraph (3) of subsection (d) “not in excess of 
the Commissioner’s estimate of the value. of the property or project: when 
constructed. or repaired and rehabilitated, for use as rental accommodations 
for ten or more families eligible for occupancy as provided in this section,” 
and inserting in lieu thereof.“not in excess of (1) in the.case of new construe- 
tion, the amount which the Commissioner estimates will be the replacement 
cost of ‘the property or project when the proposed improvements are com- 
pléted (the replacement cost of the property or project may’ include the 
land, the proposed’ physical improvements, utilities within the boundaries of 
the preperty or project; architect’s fees, taxes,'and interest during tonstrue- 
tion, and other miscellaneous charges incident to:construction ahd approved 
by the Commissioner),‘or (2) in the case of repair and rehabilitation, the 
Commissionet’s estimate of the value of the property when the proposed 
repair and rehabilitation is completed: .Provided; That such. ‘property or 
project, when constructed, or repaired and rehabilitated, shall be for’ use 
as rental accomodations for ten, or more ‘families eligible for occupancy .as 
provided in this section ;” 

(3). by inserting the following new paragraph (4) in subsection (a) and 
renumbering the present paragraph ‘(4) of’subsection (d) as paragraph (5): 
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“(4) if executed by a: datas whith is not a nonpenat organization, 
and which is approved by the Commissioner— 


“(i) not exceed (in the case of. a property or project approved for 
mortgage insurance prior .to the beginning of construction) the Com- 
missioner’s estimate of the replacement cost of the property or project 
when the proposed improvements are completed (the replacement cost 
may ‘include, the land,-the proposed physical improvements, utilities 
within the boundaries of the property or project, architect's fees, taxes 
and interest during.construction, and.other miscellaneous charges inci- 
‘dent to construction and approved by the Commissioner, but.shall not 

include any allowance for builder’s and sponsor’s and risk profit) ; 

- “(ii) -not‘exceed. the Commissioner’s estimate of the value of the prop- 
erty or project.when the proposed repair and rehabilitation is completed 
if the proceeds of the mortgage are to be used for the repair and rehabili- 
tation of a property or project: 


Provided; That such property or project when constructed, or repaired and 
rehabilitated, shall be for use as rental-accommodations for ten or more 
families eligible for. occupancy as provided in this section: And provided 
further, That the:Commissioner may, in his discretion, require the mortgagor 
to be regulated or restricted as to.rents or sales, charges, capital structure, 
rate of return and methods of operation, and for such purpose the Commis- 
sioner may make contracts with and acquire for not to exceed $100 stock or 
interest in any such mortgagor as the Commissioner may deem necessary 
to render effective swch restrictions or regulations, with such stock or interest 
being paid for out, of the section 221 Housing Insurance Fund and. being re- 
quired to be redeemed by the mortgagor at. par upon the, termination.of all 
obligations of the Commissioner under the insurance; and 

(4) by striking out.“paragraph (3)” in paragraph (2) of subsection (zg) 
and inserting in lieu thereof “paragraphs (3) and (4)”. 


Seo. 104. Section 227 of the National Housing Act is amended— 


(1) by striking out im subsection (a) clause (iv) and everything follow- 
ing clause (iv) and inserting in‘lieu thereof “(iv) under section 221.if the 
mortgagor meets the requirements of paragraph (3) or paragraph (4). of 
subseetion (d) thereof, (v) under section 229, or (vi) under section 803 ;” 

(2) by inserting in subsection (c), before the words “and other items of 
expense approved by the Commissioner” in both places where such words 
appear therein, the.words “the allowance for working capital provided ‘for 
in section 213 of this Act,” ; and 

(3) by striking out in subsection.(e) the last two sentences and inserting 
in lieu thereof the following: “In the case of a mortgage insured under sec- 
tion 220 (d) (3) (B) (ii) or section 221 (d) (4), the ‘actual cost’.computed 
pursuant to the provisions of this paragraph (c) shall not include any al- 
lowance for builder’s and sponsor’s profit and risk.” 


. ‘Sec. 105. (a) Title Il of the National Housing Act is amended by adding at 
the end thereof the following new section: 
~*“Sgo. 229. (a) The purpose of this section is to assist in relieving ‘the short- 
age of housing for elderly persons-and to increase the supply of rental housing 
for elderly persons: For purposes of this section, the term ‘housing’ shall mean 
eight or more new or rehabilitated living units, if not less than 50 per-centum of 
such living’ units are specially designed for the use and occupancy of elderly 
persons ; the term ‘elderly person’ shall mean any person, married or single, who 
is sixty years of age or more; and the terms ‘mortgage’, ‘mortgagee’, ‘mortgagor’, 
and ‘maturity date’ shall have the meanings set forth in section 207 @f this Act. 

“(b) The Cominissioner is authorized to insure any mortgage (including ad- 
vances on.mortgages during construction) in accordance with the: provisions of 
this ‘section upon such terms and conditions as he may prescribe and to make 
commitments for insurance’ of such mortgages prior to the date of their execu- 
tion or disbursement thereon. 

“(ce) To be eligible for insurance under this.section, a mortgagee shall— 


“(1 involve a principal obligation in an amount not to exceed $12,500,000 
or, if executed by Federal or State instrumentalities, municipal corporate 
instrumentalities of one or more States, or nonprofit development or hous- 
ing corporations restricted by Federal.or State laws or regulations of State 
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banking or insurance departments as to rents, charges, capital structures, 
rate of return, or methods of operation, not to exceed $50,000,000 ; 

“(2) not exceed, for such part of such property or project as may be 
attributable to dwelling ‘use, $9,000 per dwelling unit: Provided, That the 
Commissioner may, in his discretion, increase the dollar amount limitation 
of $9,000 per unit to not to exceed $9,400 per unit to compensate for the 
higher costs incident to the construction of elevator-type structures and 
may increase each of the foregoing dollar amount limitations by not to ex- 
ceed $1,250 per room in Any geographical area ‘where’ he finds that cost 
levels so require; 

““(3). if executed by a mortgagor which is a’ private nonprofit corporation 
or association or other acceptable private nonprofit organization regulated 
or, supervised under Federal or State laws or by political subdivisions of 
States, or agencies thereof, or by’ the Commissioner under a regulatory 
agreement or otherwise, das to rents, charges, and methods of operation, in 
such form and in such manner as, in'the opinién of. the Commissioner, will . 
effectuate the purpose of this section, involve a principal obligation not in 
excess of the amount which the ‘Commissioner estimates will be the replace- 
ment cost of the property or project when the proposed improvements are 
completed (the replacement cost of the property or project may include the 
land, the proposed improvements, utilities within the boundaries of the prop- 
erty or project, architect’s fees, taxes and intérest during construction, and 
other miscellaneous, Gharges incident to construction :and ‘approved: by the 
Yommissioner ) ; 

““(4) if executed by a mortgagor approved by the Commissiqner but which 
is not a nonprofit organization, involve a principal obligation not in excess of 
95 per centum of the amount which the Commissioner estimates will be the 
replacement cost of the property or project when the proposed improvements 
are completed: Provided, That the Commisioner ‘may in his discretion re- 
quire such mortgagor to. ‘be regulated or restricted as to rents or. sales, 
charges, capital structure, rate of return and methods of opération, and for 
such purpose the Commissioner nay make contracts, with and.aequ ire for not 
to exceed $100 stock or interest in any such mortgagor as the Commissioner 
may deem necessary to render effective such restrictions or regulations ; 
such ‘stock or interest shall be paid for out.of thé section 20% Housing In- 
surance Fund and: shall be redeemed by the mortgagor at par Upon the 
termination of all obligations of the Commissioner : uunder-the insurance” 

“‘(5) provide for a complete amortization by periodic payment’s within such 
terms as the Commissioner. shall prescribe ; 

““(6) bear interest (exclusive. of premium charges for iusterance) at not 
to exceed 414 per centum per annum on the amount of the principal obliga- 
tions outetanding at-.any time; 

“(7) cover.a property or project which.is approved for mortgage insurance 
prior to the beginning of construction, with 40 per centum or niore of the 
units therein specially designed for the use and oceypancy of elderly per- 
sons: in accordance-with standards established by the Comniissioner, and 
which may include’ such commercial and special facilities as the. Commis- 
sioner deems adequate to serve the’ occupants. 


“(d) The Commissioner may consent to the release of ‘a part or parts of the 
mortgaged property or, project from the lien of any mortgage insured under this . 
section upon such terms and conditions ashe may prescribe, and shall prescribe’ 
such preedures as in his judgment are necessary’to secure to’ elderly persons-a 
preference or priority of opportunity’ to rent. the dwellings included in such 
property. or project. 

“(e) The provisions of subsections’ (d), (e), (f), (2); Cb), (i), (i); (Kk), Q), 
(m), (nm), and. (p) of section 207 shall apply to mortgages insured under this 
section and all referencés therein to section 207 shall.refer to this section.” 

(b): Section 212 (a) of such Act is amended'by striking out “or section 210” 
and anes in lieu thereof “, 210, or 229”." ° 


TITLE. I-—URBAN RENEWAL 


_. Seo. 201.. (a) The first sentence of section 103 (b) of the Housing Act of 1949. 
is amended to read as follows: “The Administrator, on and after ‘July 1, 1949, 
may, with the approval-of the President, contract ‘to inake. capital grants, with 
respect to projects assisted under this title, and to make grants pursuant to 








34... . JHOUSING ACT OF 1958 


subsection (c) of this section, aggregating not to exceed $1,250,000,000, which 
limit shall be increased by. $350,000,000 on July 1 in each of the years 1958 
through 1967; except that any such authorized. increase may be increased by ad- 
ditional amounts aggregating not more than $150,000,000 in any fiscal year upon 
a determination by the Administrator, with the. approval of the President, that 
such additional amounts are necessary to carry out the urban renewal objectives 
of this title: Provided, That the amount of capital grants contracted for under 
this title prior to July-1, 1968, shall not exceed an aggregate of $4,750,000,000.” 

(b) Section 103 of such:Act is further amerided by adding at the end thereof 
# new subsection as follows: ~ 

“(c) The Administrator may contract to. make grants for the preparation or 
completion of community renewal’ programs, which may include, without being 
iimited to, (i) the identification of. slum areas or blighted, deteriorated, or 
deteriorating areas in the community,:(ii) the measurement of the nature and 
degree of blight and blighting factors within such areas, (iii) determination of 
the financial, reldcation,’and other resources needed and available to renew 
such areas, (iv) the identification of potential project areas and, where feasible, 
types of urban renewal action contemplated within such areas, and (v) schedul- 
ing or programing of urban renewal activities. .Such programs shall conform, 
in the determination of the governing body of the locality, to the general plan 
of the locality as’ a whole. The Administrator may establish reasonable _re- 
quirements respecting the, scope and content of such programs. No contract 
for a grant pursuant to this subsection shall be made unless the governing body 
of.the locality involved has approved the undertaking of the surveys and plans 
or the.preparation or completion of. the community renewal program, and the 
submission by the'local public agency of an application for such a grant. Not- 
withstanding section 110 (h) or,the use in any other provision of this title of 
the term ‘local public agency’ or ‘local public agencies’, the Administrator (i): 
may-make advances pursuant to subsection (d) of:section 102 hereof for surveys 
and plans for an urban retiewal project, to a single local public body which has 
the authority to undertake and carry out a substantial portion, as determined 
by the’Administrator, of the surveys and plans or of the contemplated, project : 
Provided, That the application for such advance shows, to the satisfaction of 
the Administrator, that the filing thereof has been approved by the public body 
or bodies authorized to undertake those portions of the surveys and plans or of 
the project which the applicant is not authorized .to undertake, and (ii) may 
make grants pursuant to this subsection for the preparation or completion of 
a community renewal, program, to a single local public body authorized to per- 
. form the planning work necessary to such preparation or completion. No grant 
made pursuant to this subsection shall exceed two-thirds of the cost (as such 
cost is determined or estimated by'the Administrator) of the surveys and plans 
or of the preparation or completion of the community renewal program for 
which such grant is, made.” 

Sec. 202. Section 106 of the Housing Act of 1949 is amended by adding at the 
end thereof a new subsection as follows: 

“(g) The Administrator is authorized, under such rules and regulations as he 
may prescribe, to make relocation payments, or to reimburse any. State, munici- 
pality, or political subdivision of a State, which makes relocation payments, to 
individuals, families, or business or other concerns or organizations which are 
displaced as the result of action taken by any department or agency of the United 
States, or action taken by any’ State, municipality, or political subdivision of a 
State,. which is financed in whole or in’ part by Federal loans or grants, in any 
community described in section 221 (a) of the National Housing..Act. Such 
payments shall be made or reimbursed subject to the following cdnditions: 

(1). Such payments shall be made for the purpose of compensating the 
individual for his, or the family; business, or other concern. or organization for 
its, reasonable and, necessary moving expenses required by action of the type 
described above, and.iny actual direct: losses of property, except goodwill or 
profit, for which reimbursement or compensation is not otherwise made; 

*(2) No such payments shall exceed $100 in the case of any individual or 
family, or $2,500-in the case of any business or other concern or organization; 
except that payments to. individuals and families of fixed amounts (not to 
exceed $100 in any case) in lieu of their respective reasonable and necessary 
moving expenses may be made under such rules and regulations as the Admin- 
istrator may prescribe ; and 

“(3) No payments shall be made under this section in the case of any 
individual, family, or business or other concern or organization if such in- 
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dividual, family, concern, or organization is eligible to receive relocation pay- 
ments, as. defined in subsection (f) of this section, from a local publie agency.” 

Sec. 203. Section 110 (d) of the Housing Act of 1949 is amended by adding 
at the end thereof the following new paragraph : 

“Notwithstanding any other provision of'this subsection, ‘in any. community 
for which there exists a general neighborhood renewal plari meeting the re- 
quirements of subsection (d) of, section 102 hereof or’a community renewal 
program meeting the requirements of the Administrator established: pursuant 
to clause (2) of section 103 (c) hereof, no subsequent donation or provision 
of a public iniprovement or public facility of a type falling within the purview 
of this subsection shall be deemed to be ineligible as a local-grant-in-aid for any 
project in conformity with ‘such General Neighborhood Renewal Plan or such 
community renewal program solely on the ‘basis that the’ construction of such 
improvement or facility was commenced’ without notification to the. Admin- 
istrator or prior to Federal recognition of such project, if such construction 
was commenced not. more than five years prior to the ‘authorization by the 
Administrator of a contract for loan or capital grant for the project.” 

Sec. 204. Section 110 (b) of the Housing Act of 1949, is amerided by striking’ 
out clause (2) and inserting in lieu thereof the following: 

(2) shall be sufficiently complete to indicate; to the extent required by 
the Administrator, the general nature of such redevelopment, improvements, 
and rehabilitation’ as may be proposed to be carried out in the urban renewal 
areas, the general land uses, and general nature of building requirements and 
density standards.” 

Sec.-205. The Housing Act of 1949 is amended— 


(1) by striking. out the word “capital” in sections 100, 101° (¢c), the second 
sentence of section 103 (b) and in sections,106 (a) (3), 106>(b), 106 (c) 
(6), 106 (c) (8), and 106 (@).; 

(2) by inserting in section 101 (a) after the word “title” in ‘the first 
place where it appears therein “or for grants pursuant to subsection (¢c) of 
section 103 hereof” ; and 

(3) by adding:at the end of section 110 a new subsection’ as follows: 


“(k) ‘Federal recognition’ means execution of any contract for financial 
assistance under this title or concurrence by the’ Administrator in the com- 
mencement, without such assistance, of surveys and plans.” 


TITLE IlI—LOW-RENT HOUSING 


Sec. 301. The first section of the United States Housing Act of 1937 is amended 
by adding at the end thereof the following: “In the development of public 
housing it shall be the policy to promote projects planned as parts of appro- 
priate and well-protectéed ‘neighborhoods, to avoid projects so’ large ag to con- 
stitute communities of one economic class, to plan, projects with the lowest 
feasible density and of architectural patterns in keeping. with ‘sound:local prac- 
tice, to arrange dwelling structures so as to facilitate transfer to :families 
whose incomes increase beyond the limits for continued occupancy, to make 
adequate provision for larger families and for elderly families, and. to acquire 
existing dwellings for public. housing use when appropriate and ‘economical. 
In the administration of public housing it shall. be ‘the policy ‘to vest. in local 
public agencies full responsibility for the establishment of rents and eligibility 
requirements (subject to income limit ceilings hereinafter provided), the prep- 
aration of budgets, the control 6f éxpenditures, and the provision of such: social 
and recreational guidance as is necessary in assisting families to become good 
tenants and citizens of the larger community. It shall further, be the policy to 
authorize local public agencies to permit families whose income increases beyond 
the limits for continued occupancy to remain in, their homes: either through 
group or individual purchase, or as tenants paying a nonsubsidized rent if 
private housing is not available to them.” 

Sec. 302. (a) Paragraph (1) of section 2 of the United States Housing Act 
1937 is amended to read as follows: ; 

“(1) The term ‘low-rent housing’ means decent, safe, and sanitary dwellings 
within the financial reach of families of low income, and developed and adminis- 
tered.to promote serviceability, efficiency, economy, and stability, and embraces 
all necessary appurtenances thereto. The dwellings in low-rent housing shall be 
available solely for families of low income.” 
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(b) Paragraph (7) (b) of section 15 of such Act is amended to read as follows: 

“(b) The Authority shall not make any contract for loans (other than prelimi- 
nary loans) or for annual contributions pursuant to this Act with respect to any 
low-rent housing project initiated after March 1, 1949, unless the governing body 
of the locality involved has entered into an agreement with the public housing 
agency providing for the local cooperation required - the Authority pursuant 
to this Act.” 

(c) Paragraph (8) (a) of section 15 of such Act is amended to read as follows: 

“(a) the public housing agency shall fix maximum income limits for the admis- 
sion and for the continued occupancy of families in such housing, and shall also 
fix: the exémptions, if any, from net family income which ‘shall be allowed in 


applying such income limits. In fixing income limits, the public housing agency - 


shall determine (with the approval of the Authority), for dwellings of various 
sizes, the lowest annual.rentals (or equivalent costs of owned homes), including 
the value.or cost.to the tenants of water, gas, other heating and cooking fuels, 
and other utilities, at which private enterprise unaided by public subsidy is 
providing (through new construction and available existing structures) a sub- 
stantial supply of decent, safe, and sanitary housing toward meeting the need 
of.an adequate volume thereof. The income limits fixed by the public housing 
agency for families of various sizes and compositions, shall be such that (A) no 
family shall be eligible for admission whose net annual incoine, less exemptions, 
exceeds five times such lowest annual rental, less 20 per centum, of a dwelling of 
the size needed by stich family, except that in the case of a family entitled to a 
first preference as provided in section 10 (g) 20 per centum need not be;deducted 
- from such ‘lowest annual rental; and (B) no family shall be eligible for’ con- 
tinued occupancy. whose net income, less exemptions, exceeds five times such 
lowest annual rental of-a dwelling of the size needed by such family. In deter- 
wnining eligibility for admission the public: housing agency may exempt not more 
than $600 of the incomeof each member of the family other than the principal 
income recipient and not more than the payments made by thé United States 
Governnient for disability or death.6ceurring:in connection with military service ; 
and in. determining eligibility for continued occupancy may exempt (i) not more 
than the total income of minor members of the family other: than the principal 
income recipient and his spouse, (ii) not more than $600 of the: income of any 
‘other’ member of the family ,other than the principal. income recipient,. and 
(iii) hot: more than:the payments made ‘by the United States Government -for 
disability or death. occurring in connection with military service.” 

(d). Paragraph (8) .(b) of section 15. of such Act. is amended by striking out 
clause (i) and inserting in lieu thereof the following: ‘“(i) ‘had an income for 
eligibility not exceeding the maximum income limits fixed by the public housing 
agency ; 

(e) Paragraph (8) (d) of section 15 of such Act is amended ‘by striking out 
“(and approved by the Authority)”’. 

(f) Section 502 (b), of the ‘Housing Act, of 1948 is amended by striking’ out 
the last sentence thereof. ' 

Sec. 303. (a) -Section 15 (8) of the United States Housing Act of 1937 is 
amended by adding atthe end 'théreof a'new paragraph as follows: 

“(e) notwithstanding the provisions of paragraph (d) above, the public heus- 
ing agency may permit. any member of a family which would otherwise be 
required to move under said paragraph (d) to enter into a contract (either in- 
dividually-or.as a member of a group): for the acquisition of its dwelling unit or 
another ‘suitable’ dwelling unit in ‘any project of the public housing agency on 
the following terms: 


“(A) ‘the purchaser shall pay: at least (i) a pro rata share of the cost 
of any services furnished him by the public housing agency, including but 
not limited to,’ administration, maintenance, repairs, ‘utilities, insurance, 
provision of reserves, and other operating expenses, (ii) local taxes on his 
dwelling ‘unit,"and (iii)) monthly payments of intérest and principal suffi- 
cient to amortize a sales price equal to the appraised value (at the time 
.such’ purchase eontract, is entered into) of the dwelling unit in not more 

'» than 40 years ; 

“(B) the ‘interest rate shall be fixed at not less than the average interest 
cost of loans outstanding én, the project, except that.in the case of a project 
on which bonds are: not outstanding the interest rate shall-be fixed at not 
less than the going Federal rate applicable to such project; 
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“(C): the principal payments shall be not less than one-half per centum 
per annum of the sales price during the first five years after purchase, 1 ‘per 
centuin per annum during the next five years, 144 per centum per ‘annum 
during the third five years, ard thereafter not less than the principal-pay- 


' ments resulting from a level debt service of interest and principal over the . 


balance of the payment period; 

“(D) if at any time a purchaser fails to carry out his contract with the 
public housing agency and if no member of his family who resides, in ‘the 
dwelling assumes such contract, the public: housing agency shall have an 
option ‘to acquire his interest undér such contract upon payment to*him or 
his estate of an amount equal to his aggregate principal payments plus the 


value to. the public housing.agency of any improvements made by him, less, 


an amount equai to 2% per centum of the sales price : 


: If the public housing ‘agency determines with respect to any” project that it ‘is 


not: feasible to. enter into, such contracts, it.may permit a tenant family in suéh 


project whose ‘income has increased beyond the limit for continued dccupancy ‘to’ 
continue in occupancy so long as (i) the public housing agency, after investigation , 


(made at least annually), finds that it is impossible: for the family to obtain 
through rental’ or purchase a decent, safe; and-sanitary private dwelling suitable, 
for its use-and at a cost within its: financial means, and (ii) the family pays a, 
rental equal to. the amount Which'it would be required to pay: (during the first 


, five years after purchase) if.it purchased its dwelling unit. under the foregoing: 
.terms-of this paragraph (e). -Actions taken pursuant to the provisions; of this 
paragraph (e) shall-not be deemed to violate the low-rent character of the proj-, 


ect; and.any such actions shall-not: be taken into account in making: the determi- 
nation required in thé first proviso of section 10 (h).’ 
(b) The United, States Housing Act of 1937 i is further amended— 


(1) by. inserting before the period in paragraph (7) of section 2; the 
following: “, other than a project the title or possession’ of w hich is vested 
in the Authority pursuant to section 2 

(2) by inserting after the» words * “unless such project” in section 10. (h) 


the following: |“‘(éx¢luding any part thereof covered by a contract or con- 


veyed pursuant to paragraph (8) (e) of section 15)” 
(3): by inserting after “may be made” in'section 10 (1) the following: 


* subject. to any outstanding contracts made pursuant,to.paragraph’ (8) (e) , 


of section 15,” 

(4) by inserting after “acquisition” in paragraphs (1), (2), and (3) of 
section 15 the following:. “(except’ pursuant to, paragraph (8). ¢e) of: sec- 
tion 15)"’; and : 

(5) by ‘inserting before the sémicolon at the end of paragraph (1) of 
-section 22 (a) 'a‘colon and the following: “Provided, Thatsuch conveyance 
or delivery: of title shall be ‘subject to’ the rights of third. parties vested 
pursuant to paragraph (8) (e)-of section’15”. 


Sec. 304. (a) Section 10 (b) of the United.States Housing Act of 1987 is 
amended to read: as follows: 


“(b) Annual contributions shall be strictly limited. to the amounts necessgry;, 


in the determination of ‘the Authority,:to assure the;repayment of all sums’ bor- 
rowed by ‘the publie housing agency to finance the development or acquisition 
cost ofa project together with the interest, as contracted for from time to, time, 
on the sums ‘so borrowed; except. that the fixed contribution payable annually 
under any contract shall in no event exceed a sum equal to the annual,yield, at 


the applicable gojng F ederal rate plus ‘2:per centum, upon :the development or | 


acquisition cost of the low-rent housing or slum clearance project involved. The 
contract for annual contributions shall provide for their. payment over a fixed 
period of years, to be determined by the Authority, which shall in no event: ex- 
ceed 40° years from the date the first annual contribution for the project is paid. 
When payment of all sums borrowed (or provisions for such payinent) has beer 
made, annual contributions shall cease.’ 

(b) Section 10 (c) of such Act is amended to read as follows: 

“(c) Every contract for annual contributions shall provide (1). that whenever 
in any year the receipts (excluding receipts of interest and principal on dwell- 
ings under purchase contracts pursuant to paragraph (8) (e) of. section 15) of 
a public housing ‘agency in connection with a low-rent-housing project exceed its 
expenditures (including debt service, .administration, maintenance, establish- 
ment of reserves, and other costs and charges), an amount*equal to such excess 
shall be divided one-third to.the public -housing' agency and two-thirds for re- 
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payment of nteenatees development: or ‘eaten, loans in connection with the 
project either through immediate repayment or establishment of a sinking fund, 
and (2) that all receipts of interest and principal on dwellings under pur- 
chase contracts pursuant to paragraph (8) (e) of section'15 shall be applied for 
repayment of outstanding development or acquisition loans in connection with the 
project either through immediate repayment or establishment of a sinking fund. 
Every contract for annual contributions shall require that the public housing 
agency  and.its chairman shall, after an independent audit by the State auditor 
' or other appropriate State official or by a public‘accountant of recognized stand- 
ing of the books and accounts of the public housing agency, certify annually to 
_the Authority that the agency has complied with the provisions of this Act and 
that the financial statements are true.and correct. Such certification shall, in 
the absence of fraud or of evidence of gross waste or extravagance, be accepted 
as final and conclusive by all officers of the Federal Government.”’ 

(c) Section 22 (b) of such Act is amended by striking out in the proviso thereto 
the following: “, or, where applicable the second proviso of subsection 10 (c)”. 

Sec. 305.’ (a) The United, States- Housing Act of 1937 is amended by inserting 
after section 29 a new section as follows: 

“Sec. 30.. Upon the request of any local public agency the Authority is author- 
ized and directed to amend any .or all ofits contracts with said local public 
agency 'so as’to’ bring such contracts into conformity with the provisions of this 
Act, as amended at the date of such request: Provided, That contracts may not 
be amended or superseded, in a manner which would impair the rights of the 
holders of any outstanding obligations of. the’ public housing agency involved 
secured by any.of the provisions of such contracts,” 

(b) Sections 30 and 31°of such Act, as they existed prior to the: amendment 
made in subsection (a) of this section, are redesignated as ‘sections 31 and 32, 

respectively: 
Sec. 306. Section 10 (i) of the United States Housing Act of 1937 is amended— 
(1) by insérting after “July 1, 1957" the following: “and on July, 1,.1959” ; 
and. . 
(2) by: striking out “two years” in the first proviso and: ‘inserting in lieu 
thereof:“‘three years” 

Sec. 807. Section 107 of the Housing Act ‘of 1949 is amended to’ read as follows: 

“Sec. 107. When it appears;in the ,public interest that an urban renewal proj- 
ect:area should be ‘used in whole or in part as-a,site for a low-rent housing proj- 
ect assisted under the.United States Housing’ Act of 1937, as amended, the site 
shall .be made available to the local housing agency undertaking’ the housing 
project at’a price equal to the. amount, as’ detertnined by the Administrator, which 
would be’ charged if it were disposed of.to private enterprise -for lowest rental 
housing, and such amount sliall be included as part-of the development cost of 
the low-rent housing project: Provided, ‘That ‘the local contribution in the form 
of tax exemption or tax. remission required by section 10 (h) of the said Act 
with respect to the low-rent housing project into which. such land is ine orpo- 
rated shall: (if covered by a contract which, in‘the determination of the Public 
Housing ‘Commissioner, and without regard to the requirements. of the first 
provisé of said section 10. (h); will assure, that such local. contribution: will be 
made during the entire period that the project is. used.as low-rent housing within 
the meaning of the said Act). be accepted as a’ local grant-in-aid equal in. amount, 
as determined by the Administrator, to one-half (or one-third in the case of a 
project on a three-fourths capital grant. basis) of the difference between the ‘cost 
of such land (jncluding costs of clearance if:any) and its sales price, and shall 
be considered.a local grant-in-aid furnished in a form other: than cash within 
the meaning of section 110 (e) .of this title.” 


TITLE IV—MISCELLANEOUS 
"FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Sec. 401. The second sentence: of section 305 (b).of the National Housing Act 
is amended by striking out “, until the close of August 7, 1958,”’. 


FARM HOUSING RESEARCH 


Sec. 402. Section 603 (c) of,the Housing Act of 1957 is amended to read as 
follows: 

“(c’) The authority of the Housing and Home Finance Administration to 
make grants under subsection (b) shall expire June 30, 1964. .The total amount 
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of such grants shall not, exceed $300,000 during each of) the fiseal years ending’, 


June 80, 1958, and June 30, 1959, and shall not exceed $190; 000 during each of the 


fiscal years beginning July 1, 1959, and ae 1964.” 
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; Hovstna AND Home FINANCE ‘AGENCY, 
A ' A Washington, D. 0!, Feb. 12, 1988. 
Re S. 2865, 85th Congress: ; aay 
Hon. J: W. Futericut, 
Chairman, Committee on Banking and Currency, . : 

United States Senate; Washington, ] D.C. as 


Deak Mr. CHamMan: This is in-further reference to your lettér: of ies 28 
concerning Ss. 2865, a bill to amend title I of the Housing Act of 1949 to authorize 
in certain cases financial assistance for community relocation. ! 

This Agency does not favor enactment of the proposed legislation. ? 

The bill would add‘a new section to title I of the Housing Act 6f 1949. -'This 
new section’: would. provide that’ where all or any part of’ an urban area will 
become flooded by reason of projected Federal, State,’ or other public works 
involving the construction of'a dam and the facilities, structures, and other im- 


“provements in such area. will have to be abandéned and: relocated to a new or 


other ,site or area, finaticial assistance may be extended .under title I for an 
urban renewal project “in such ‘new site or. area without. regard td:, (1). the 
proviso in section 103 (a) that no-grant shall be made with respect to an open 
land. project; or (2) the requirements (in sections 102 and 110) than an jirban 
renewal area must be a’slum, blighted, deteriorated, or deté¢riorating area; and 
(3) the requirement (in section 110) that a predominantly nonresidential urban 
renewal area must be developed for predominantly residential uses. 

This bill would, therefore, authorize both loan.and capital grant’ assistance 
under title I for urban renewal projects in'areas, including open land areas, for 
residential, industrial, or commercial. uses, or any .combingtion thereof, where 
need for such projects arises by reason of dam construction by a public body. 

It should’ be noted that under the bill, title I assistance would gnly be carried 
on. with reference to the new site to which’structures and improvements are to 
be moved ftom the flooded drea. ‘The bill, therefore, has no application to the 
area which is to, be flooded.’ It does. not concern itself with assistance’to com- 
munities for: property destruction in the old area, or with development costs of 
that area, nor with relocation payments to occupants of the homes and buildings 
in the old area. Such. costs; if incurred, are properly chargeable only to the 
public works. project, whether Federal or local, which led to the old. site being 
flooded. :.It would appear, therefore, that: the basic purpose of.the'bill is to 
grant financial assistance to local governments in the acquisition, clearance, and 
resale of lands for the relocation of structures from ateas which are to -be 
flooded. 

The bill ‘would extend eligibility for assistance ‘to ‘areas which would ‘not 
ordinarily come within the purview of title I‘and would extend such assistance 
on less restrictive terms than for the types of areas normally contemplated by 
the purposes and provisions ef such title. It would aid projeets which:'need 
not in any way be connected with the removal or preyentien of slums or plight. 
This would be a deviation from the'’purposes of the urban, renewal legislation 
contained. in the Housing Acts of 1949 and: 1954, which was.designed to clear 
and redevelop slum areas, to renew slum or blighted areas, to prevent the spread 
of slums and blight, and to develop open land ne¢essary for. sound community 
growth where it would be used for, predominantly residential] purposes, in- 
cidental to other types of activity under title I.°°It might be argued that re- 
location on open land of facilities and: structures abandoned because of pro- 
jected flooding of an area is: necessary for’sound community growth, but the 
absence of the requirement for predominantly residential use under the pro- 
posed bill would depart froth the housing purposes of’ title I.open land de- 
velopment. It would also depart from the present law Which specifically pro- 
hibits grants-in-aid for urban renewal projects on open lard. ‘Capital grants are 
necessary in urban rénewal projects in slum or blighted ‘areas té write down 
land values which have been inflated over a period. of time, by ‘the current eco- 
nomic.use, such as slum housing, which has to be eliminated. .In the case of 
open land 'there can be no such justification for: grants and the availability: of 
such grants would tend to' inflate open land values. Where open land is ac- 
quired by a local public agency and prepared by it fora reuse purposé, the reuse 
value of the developed land ordinarily should be such that no grant by any 
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cinniatseainais agency ‘would be Sa For ‘these reasons, we believe that 
any title I' assistance’for open land. should continue to be limited to loans and 
advances and should not include any capital grants. 

The , bill woul - provide financial assistance whether the urban area was to 
. become flooded by reason of'a projected Federal, State, or, otlier public work. 
We: donot ‘favor the Federal Government providing this type of assistance in 
situations ‘where no Federal department or agency is participating in the con- 
struction of the dam, because it «would tend to discourage the assumption by 
States and local bodies of full responsibilities. for their.own public-works pro- 
grams. Even if a Federal agéncy participates in the public-works program, we 
question the. feasibility of, injecting title I assistance, involving potentially high 
Federal expenditures, into a spe¢ial situation :on the basis of such substantial 
waivers of its principal. requirethents. By eliminating the slum or blighted 
characteristic requirements, the ‘requirements with respect to nonresidential 
reuse, and granting authority to, develop open land with practically no restric- 
‘tions, there is not much left,to identify such activities as relating to urban 
renewal. Devoid of its principal essentials, this type of’ assistance would, under 
‘such circumstances, be nothing more than a conimunity-facility type of pro- 
gram-for the planning and préparation, of sites-for the relocation of structures 
and other ‘impro yements.’ "While this could’ help prevent the development and 
growth: of future slums, the same thing may be said with respect to almost every 
type of public improvement that is properly planned. 

I have been advised: by the Buréau’ of the Budget: that there would be. no 
objection to the submission of this report. 

Sincerely eqns, 
ALBERT M. Coie, Administrator. 
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HovusiIneG AND HOME FINANCE AGENCY, 
' ‘Washington, D. 0., May 8, 1958 
Re §S.. 2992, 85th Congress 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D..C. 


DEAR MR. CHAIRMAN? 7, This is in further response to your letter of January 
14, requesting Agency views on S, 2992) a bill’ to make certain-assistance by a 
State, municipality, or other. public body eligible. as local grants-in-aid under 
section 110, (d) of, the Housing Act of 1949. 

This bill would amend section 110 (‘d) of: the Housing Act of 1949 to make 
eligible as: local grants-iti-aid certain assistance furnished by States, municipali- 
ties, or other publi¢ bodies to’ urban-renjewal projects prior to the time when the 
projects have been “identified for assistance ,under title I of the act. The 
legislation is limited t6 those cases.where the. assistance is granted during the 
period from January 1, 1957; through’ June 30,.1958, and where the failure to 
recogiiize the project as a title I project results solely from then-existing limi- 
tations on the authority of the Housing Administrator to make capital grants 
under that. title or to reserve funds for such purpose. 

We have no objection, to the oe of this legislation because, in our 
judgment, it affords a méans of alleviating unusual local hardships ‘arising dur- 
ing the period specified in the bill as a. result of limitations on the Housing 
Administrator’s authority to make capital grants or to:reserve funds for such 
purposes. 

We have been advised by the Bureau of the Budget that there would be no 
objection ‘to the submission of this report. 

‘Sincerely yours, 
ALBERT M. CoLE, Administrator. 


HovsING AND HOME FINANCE AGENOY, 
rae Washington, D..C., Mar. 25, 1958. 
Re 8..3213,:85th Congress. 
Hon: J. W.. FULBRIGHT, ca 
Chairman, Committee on Banking and Currency, 

United States Senate, Washington, D..C. 

DEAR MR, CHAIRMAN: This is in further response to your letter of February 4 

requesting the views of this Agency with respect to S. 3213, a bill to increase 
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by $250 uation the borrowing authority of the Housing, ania Home Finance 


Agency for college housing loans. 


We favor the enactment of legislation which would, inérease the college 
housing loan authorization, but believe the increase should be $200 million as, 


provided in S. 3399, the. general housing bill introduced by. Senator Capehart. 
This: proposed increase and related provisions of that bill are explained in the 
enclosed séction-by-section analysis. 

Sincerely yours, ‘ ! 
ALBERT M. Cowie Administrator.° 





Housing AND HomE FINANCE AGENCY, 
; Washington, 'D.'0., May 26, 1958. 
Re 8. 3781, 85th Congress. ’ ' 
Hon. J: W. FULBRIGHT, 
Chairman; Committee on Banking and Currency, ‘ 
United States Senate, Washington, D0. 7 


Dear MR. CHAIRMAN: This is in further reply to your letter of” May. 13 request- 


ing the views of this Agency with reference to.S.'3781, a, bill to extend and 
amend the laws relating to urban renewal and, low-tent housing. 


We note that numerous provisions in S. 3781 aré-identictal or substantially.’ 


siniilar to, those’in a committee print dated May 8, 1958, of a bill to extend and 
amend laws relating to the provision ang improvement of housing and the fenewal 
of urban. communities, and for other purposes, Since we -have’ filed a report 
on the committee print addressed. to the chairman of the Subcommittee on Hous- 
ing of your committee, we shall ‘comment on only: those provisions of: S.. 3781 
which are not found in the committee print. 


Avtcordingly, with respect: to provisions dealing: with urban’ renewal, ‘we refer 
you'to that report for our views on-sections 101 (c), 104; 105, 106, and 108 of: 


S. 3781, which are similar or identical respectively to sections 201 (b), 307, 204, 
203, and 205, of the committee print. ‘We also refer us to:.our report on.the 
committee print for our views on section 101 (a) of 8. 3781 which differs from 
section 201 (a) of the committee print only with respect to the.amounts of the 


capital grant authorizations. In the ¢ase of provisions dealing with low-rent, 


housing, our ;views on title ILI of the committee print are all applicable ee the 
identical or similar page isions in S. 3781. 

The only section of. §. 3781: relating, to ‘low-rent housing which Aon tains pro- 
visions not found in the committee print is section 206. In additidn-to, making 
techhical changes in the present ‘law,. that section would repeal section™10 (i) 
of the United Statés Housing Act of 1937 which-limits the present low-rent, hous- 
ing authorization to 70,000 units. In effect, this would restore the large low-rent 
authorization contained in section 10 (e) of the 1937 act.. iAs you know,,onl 
about 8,000 units of the present .70,000' unit authorization have been contrac 
for. If'time’ limitations on the present authorization. are extended’ as is pro- 
vided. under section 402 of S..3399, no purpose would be served by this provision 
in section 206 of S. 8781. 


Section 206) Would .also repeal section 10 (j) of the United. States Housing’ 


Act ‘of 1937, | Section. 10 (j) provides :that when a*low-repnt housing project is 
sold, or when its-entire indebtedness has. been. retired, the proceeds of the sale 
or the net revenues derived by the local publi¢ agency after the retirement of 
the indebtedness shall, be divided between the: Federal Government and the ldcal 
public agency in proportion to the aggregate contributions which each has niade 
to. the project... These. provisions of se¢tion 10 (j) are fair'and reasonable, and 
we know of no reason why they should be repealed. 

I would like to.comment upon the provisions in 8S. 3781 rélating to urban re- 
newal which,are:not in the committee print. 

Section 101 (b): of S, 8781:is not clear.. ‘We believe there may bé.an error 
in drafting and that the words “contract authority” Should be substituted for 
the: word: “contracts” in-line|19 on page 2, Our views will assume. that this 
suhstitution.is made. 


This .subséction’ would add:a new paragraph, to section'103 (b) of title I, 


requiring: the Administrator, upon request of local. public agencies, ‘to-make capi- 


tal grant’reservations for title I projects. by utilizing capital grant authorizations’ 


notwithstanding the facts that such authorizations will not actually become avail- 





©. reservations thus made tould not exceed 
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able as sie sain until a later er dite The total amount of capital grant 

, the total grant’ authorization for the 

entire 10-yeat period. However, (no loan and grant or capital grant contracts 
' @ould be ‘entered into until the necessary capital grant contract authority ac- 

' tually. becomes available. Based on such capital grant reservations, the Ad- 
ministrator could then enter}into siirvey and planning contracts with local public 
agencies., In‘ addition, the Administrator ‘could reserve-such. amounts of grant 
. authorizations. ‘as .he deeins necessary .to. provide for a seematte reserve for 
overruns and contingencies. 

We are opppsed to the enactment of this provision. 

This section would trequire tthe Administrator, when ishing eapital grant 
reservations for nrhan renewal projects, to ,disregard the amount, of capital 
grant contract authority that is available dt a given time. -. 

If: all of the ‘available authority has been reserved, the Administrator, would 


‘ be required, upon request ( of'a locality, to make reservations out of the authority 


that will become. available in a later year. This means that the system of capi- 
tal grant reservations would cease to function'as a control on the size and num- 
. ber of new’ ‘projects, that enter the pldrining stage, and as‘a control. to relate 
the aggregate of those projects to:the annual rate at which new capital grant 
authority has heen provided by the Congress. The limitation on new projects 
would be the total figure df $5 billion, representing the additional authority that 
would be made available by S. 8781 through ‘July 1, 1967. This limit. could 
be reachéd at any time dyring the 10-year ‘period specified.in the bill, and thus 
the Agency’ would. be. deprived of its principal tool for responsible fiscal man- 
, agement of the urban renewal prograin..' 

.:, The size and number of new urban renewal projects that could be put under 
. loan and'’grant contract in a given’ year w ould: still be limited by the amount 
of new authority becoming available in that year. But..the total amount of 
eapital grant, reservations for. projects reaching the. loan ahd. grant stage in 
1 year ‘Might greatly exceed the amount-of grant authority: that-could be put 
under ‘contract. When tlie dutliority that Gould be- put’ under contract was 
éntirely ¢onimitted, ithe localities with unsatisfied applications for loan and grant 
contracts would ‘generate pressure for legisaltion to increasse the amount of 
available grant authority;,\in spite of. the 10-year schedule of increments already 
provided by the Congress. ' 

Finally,..it:.should’ be noted that the undersirable features of the proposed 
section would be rendered particularly troublesome by the mandatory nature of 
the language: 

Section 102 would amend sections 105 and. 110 (c) of title I of the Housing 
Act of 1949, as amended, so as to permit the execution of a°loan and grant or 
capital grant contract, the acquisition of project land by a local-public agency, 
and certain other activities by such agency prior to approval of an urban re- 
newal plan by the local governing body. This section would require approval 
of the tirban renewal plan by the local governing body prior to the sale or lease 
of project land for its ultimate psés. 

The basic objective of this amendment, as we understand it, is to reduce the 
time : required for tee of an urban renewal’ project by: starting land, 
., acquisition, at an Caples date: oo would be' possible under the existing’ law: 
- This section, howeyér would’ not ‘acpomplisti’ that: ohjertive, in a ‘substantial j 
majority’ ‘of,the States, ‘because of State» lass or constitutional prdvisions that, 


. .* Fequire the’ doeal governing body,, to; approve aij, urban renfwal plan before’ ac- “3 
oA ‘quisition mdy begint We’ believe: ‘thats ‘thé same objective—expediting | the’ start: 


of ‘land acquisitidne—would ° ‘be accoinplished more ‘effectively., by ‘adoption: of: ey 


séction 304, of S. 3399, which" would pérnfit. thle’ Adniinistrator: to’simplify the 


mitted for,.the approtal, of the, local governing’ body. This w ould, Wermit é¢ony 
. siderable” shortening; of the time’ ‘required ' to ' prepare the urban crenewal: plan; 
and consequently wpuld hasten the Startvof ‘land acquisition.” Since the simpli!” 
‘:fied plan Would still bé approved ‘by+the local’ governing body, there. would ‘be 
no'conflict with: the majority of Staté’laws. A provision similar, to section 304 
of 8: 3399 is cdntained in sectién 105 of S..3780" ‘This latter provision is iden-"7 
tical with a provision in’ séction Lage: Of’ "the comnfittpe ging | — Ww hich we hays, 
express oun views. + ' 
‘Section .103 of $$'3781 ‘would inciease from $00 million’ ta, 33200 a tthe, 
amount by which, at the ‘Administrattor’s dise ction, 
or grants’ for, aoe oP, State may;bewexceeded , under. eértain —— This. 
+” ’ ‘ ‘ =e w ‘ ft aa ” ‘, 4, 
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provision would probably have no: ‘effect asta section 101 ‘of, the ssehiasin bill * 
‘ were also enacted.. Under: existing law, the limitatidn on ach State of 12% 
percent of the total tile I authority may be exceeded, at the discretion of the , 
. Administrator, by up to'$100 million, ‘This existing provision should eliminate 
any. potential ' hardship to the’ States, uliless the ultimate, amount. of capital- — 
*. grant, authority .is increased to ‘$5 billion by section 101 ‘(a); and the input 
control provided by the present .capital- grant ‘reservation system is eliminated: 
by section- 101, (b). In that case, several large cities iti orie State might apply 
for such- large amounts of ‘capital-grant authority : that, the existing provision : 
of. $100 million might be exceeded. . If this limitation were’ raised to $200 mil- 
lion, such a’ group of large:cities’in one, State could be permitted: to reserve .. 
ordinate amounts of capital- ot authority, at the expense of smaller cal 
ties in others States. ' 
Section .107 of 8, 3781 would’ amend section 110° (¢) of title I of the Housing 
Act of 1949 by deleting the present so-called 10 percent exception provision re , 
g lating to nonresidential redev elopment and by substituting therefore a new pana- | 
graph.. ‘Under. this*new provision, ‘the Adthinistrator ‘would bé authorized to : 
. * extend .financidl assistance, including both loans and grants, for the redevelop- 
pa ment of:a nonresidential area for nonresidential reuses. Upon a determination” 


wee 


by the local. governing body that said redevelopment is. necessary for the proper 

; developmerit of the community. . The aggregate amount of capital grants for such 

’ , projects could-not exceed 15 percent ofthe total authorization. 
: This.change iti the law would eliminate the,requirement’ that the area contain |. 


a substantial amount of blighted housing and would increase fnom'10 to 15 per-, 
cént ‘the portion: of .capital grant authority that could be devoted ‘to, nonresi- . ; 
. dential -projects:, The proposed: séction would require fhat, all other urban 
; renewal jjroject areas must be predominantly residential either hefdre or after. 
The existing, 10 percent exception was intended for projects that Would elim- 
inate, a substantial amount of residential blight in the renewal of areas that are 
predominantly, nonresidential. ‘This provision should not be distorted to pro-° 
vide capital grants for projects with little or no relation to housing, as proposed 
in section 107 of S., 3781. .Wée recognize the need, for Federal, assistance for 
the elimination, of nonresidential blight; but-we do not>believe.that the provision * 
of capital grant funds is, justified for projects with no direct. relation;to housing. , ; 
This would conflict with the basic housing orientation in title I; and require a , 
large increase in capital grant authority. in order td prevent a ‘comparable de- 
-¢rease in the number of projects with a housing orientation. 
AS’ dn alternative to the .use, of Capital grant funds’ for completely nonresi- 
y dential purposes, we have proposed the new type of urban renewal projects that 
. would be authorized under section 305 of S./ 3399. .These projects would be eli- 
é gible for the same assistance as normal, housing-oriented projects under title I, 
c except that the capital .grant would be replaced by a refunding loan to help 
l the locality amortize net project costs. We believe that this system would 
> enable localities to undertake urban renewal action in many obsolete or deterio- 
rated commercial and industrial areas without resulting in a drain on the capital 
' grant funds that are intended for projects with a housing relationship. 
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i} * 
‘ (2) The invennee of ita! ‘by a Government corporation with respect 
to which the interest would be partially exempt from Federal tax would be con- 
rary to the principle establighed by the Public Debt Act of 1941, which made in- 
terest on Government gbligations issued su sequent to the date of the act fully 
subject to Federal taxation. i 4 

A3) The ce obligations’ by a Government: aceite with respect 
to which the principal and interest would, be subject to surtaxes imposed by 
State and local governinents would be in conflict with the traditional immunity 


‘of securities’ of the United States and its instrumentalities from State.and local , 


taxation. , 


(4) | Several Government agencies are presently engoge ‘in ‘the guarantee : 


of home mortgages and the method provided by the bill for agen. those 
* activities would: not appear appropriate. 


: , |The Department has been, advised by the ‘Bureau of the Budget that ‘there ic 
, no objection to the submission of this report to your comimittee and that the pro- 


posed legislation would not be in accord with the program of the President. 


'Very _—. yours, ia ; N 
“fs Juan B. Barren, 
‘ . Acting} Secretary of the Treasury. 
ql : — 2 
4 ) 2a ilies mie DEPARTMENT, 


; , Washington, D. CG. May 9, 1958. 
Hon. J. Wi. Poranbene! 
Chairman, Committee on Banking and Ourrenoy, 
' . United States Senate, Washington, D. 0... 


My Dean Mr. CHAIRMAN: ‘Reference is maile to your request for the views sof 
this Department on'S. 3213) ito increase by $250 million the borrowing authority 
‘of the Housing and Home: Finance Ageénc for college’ housing loans: 

The ,proposed | gislation | would increa by, $250, million the amount which 
the Housing and Home’ Finance Administration ma'y’ borrow from.the Secretary 
of the Treasury to btain funds for, the purpose of making college housing loans. 

The President, in his budget, message} stated that new. obligational authority 
of $200 million is needed’ for the fiscal year. 1959 for college housing loans, and 
this recommendation has been incorporated in section 503. of S. 3399,\ the ad- 
ministration housing bill! In the ¢ireumstances, the Department recommends 
consideration. of the provision in. S. ‘3399 in ‘lieu of, ‘action on 8. 3213. 

The Department has been advised by the Bureau of the Budget that.there is 
no objection to the submissidh of this report, to your committee. 

Very truly yours, 
' LAURENCE B. Rogsrns, 
Acting Secretary of the Treasury. 


TREASURY DEPARTMENT, ' 
Washington, D. C., May 9, 1958: 
Hon. J. W., FULBRIGHT, 
Chairman, Committee. on Banking ang Currency, 
United States Senate, Washinjiton, D.C.. 

My Dear Mr. CHAIRMAN :' Reference is niade to’ your request for the views of 
this Department on 8. 3281, to. amend the Housing Act of 1950.in order to"provide 
for loans to, colleges and universities for science equipment and facilities. 

i The proposed legislation would increase,by $225 million the amount ‘which the 
Housing and Home Finance, Administrator may, borrow from the Secretary of 
the Treasury to obtain. funds for the purpose of.making college loans.” It would 

‘also extend the purposes for which,‘such loans ‘could be made. to include loans 
to provide classrooms, laboratories,. and’ rélated facilities necessary for the 
instruction of students in the physical sciences, mathematics, and engineering. 
' The President, in his .budget. message, stated that hew obligational authority 
of .$200 inillion is needed for the fiscal: year 1959 for‘ college housing. In the 
circumstances, the Department would be: opposed to the greater increase that 
would be provided by S. 3281. Also, the President in, his budget message stated 
that Federal loans to ‘colleges should. be entirely. for: essential dormitories and 
‘faculty housing and should no longer be made for. student unions and other less 
essential facilities. -In addition, §. 3163, the administration bill relating to‘aid 





*, the .Treasury, but the 1954 ,rechartering act intends that:in due course ~ ‘the 


que HOUSING’ ACT OF oss | Hohe Re 45 


“ { ¥ 


to education, adn not contemplate the type of assistance that would be a 
a 8 1 
e Department has been advised by the eniaes of the Budget that there is 
ie 0 jection to the submission of this report to your committee. 
Very truly yours, , " Pie 4 
‘ ’ ates Laurence B. Rosstns, 
nt cae Acting Secretary of the Treasury. 
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“ _ 4 Treasury DEPARTMENT, 
‘ er Washington, D. C., » May 9, 1958. 
Hon: JoW. Futenror'r, ' r 


Chairman, Committee-on Banking and Currency, ’ 
U0 nited States Senaté, Washington, D.C. ‘ + 
My’ Dear MR. ‘CHAIRMAN: Referencé is made to your request for the views of 
this Department on S. 3351, to amend title IV of the Housing Act of 1950 to 
authorize loans under the college housing logn program for thei constr neti of i 
‘ science buildings and libraries at educational institutions. Wh fa 
The proposed ‘legislations would in¢rease by $200 million the amount’ which 
» the Housing and Home Finance Administrator mily borrow from the ‘Secretary 
of the Treasury. to obtain funds for’the purpose-of making college Housing loans. 
It would also extend the purposes for which such loans could be made to include 
loans to provide ‘classroéms, laboratories, and’ related facilities ‘necessary ,for 
» the instruction of students in the physical sciences, mathematics, Tie enemenrees ; 
and to provide structures:designed for ‘use’ as libraries. , ' 
' « With respect to additional authority for college housing: loans, : the President i 
in his budget message stated’ that new obligational authority of $200" thillion is 
- needed for the fiscal year 1959, and that recommendation has been incorporated 
in, séction 503 jof S. 3399, the administration housing bill. In regard to the 
extension of the purposés for ‘which : such loans maly be made, however, neither 
S. 3399 nor 8.'3163, the administration bill relating to aid to eduéation, contem- i 
‘plate the ‘type of loans’ that would. be ‘authorized ‘by S: 3351. 
The Department has beén advised’ by: the Bureau of the Budget that there 
‘is no objection, to the submission of this report to your committee. 
Very truly yours, 


es 


LAURENCE B. Rossin, 
‘Acting Secretary of the Treasury. 


Unper SECRETARY OF THE TREASURY, 
Washington, May 7, 1958. 
Hon. J. W. FuLsrieHut, . | 
Chairman, Committee on Banking and C urrency, 
United States Senate, Washington, D.C. 


My Dear Mr. CHAinM AN: This is in reply to’ your request ‘for the views of 
this Department on’'S. 3398 to amend the Federal ,National Mortgage Association 
‘ Charter Act. ‘The bill, would: permit the Federal National Mortgage Association 
to deduct as an operating expense the.amounts paid to the Treasury Department 
as dividends ‘on its Treasury-held preferred stock. 

. For the’ purposes of its secondary market operation’, the Federal National 
Mortgage Association obtains funds through issuing preferred stock. to the U nited 
States Treasury, through obligatory common: stock subscriptions by: private 
persons who.'sell mortgages. to. the Federal National Mortgage Association and 
through borrowing , freny the ,Treasury and ‘from. private investors. The maxi- 
mum amount of the Fedéral National Mortgage Associatién’s borrowi ing is limited - 
to 10. times the.sum of,capital and’surplus. , The initial ‘equity was provided, by’ 


Government’s investment in preferred stock shall'be retited 80 that the secondary ; 
market operations willbe privately financed. 
The Federal. National Mortgage Association .is required ‘to pay cumulative 
dividends on its preferred stock at'a rate deterniined by: the Secretary. of. the 
‘Treasury ,“‘taking' into ‘consideration the current average interest rate. on out-' 
standing marketable obligations of the United States.” While the Federal 
National Mortgage Assoc iation’ is. exempt, from’ Federal taxation, it is nonethe- 
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’ 


, -less required to pay sehiitey to the ctreapury an amount siitaaeainadas ‘to the ’ 


Federal income tax, with respect to its secondary market operations. ‘ 

In recent years, the Federal National Mortgage Association has had sub- 
stantial portions of fixed investment income from mortgages bearing 414 percent, 
while the general rise .in interest rates during those years meant an increase 


_.in the amount of its preferred stock dividends. , As a result, these dividends 


and the tax equivalent: exceeded the net. investment income: ‘derived on the 


‘portion of the Federal National Mortgage Association’s portfolio financed, by 
. the preferred stock and the deficiency: had to be offset, by'income earned on the 


part of the portfolio financed by borrowing. To provide relief in: this situation, 


‘ it is proposed that, the return on the Treasury’s preferred stock investment c 


be made deductible in computing the Federal'income tax equivalent. * 


No other corporation ,in which the Government holds capital - stock is re- 


quired to pay an income tax or tax equivalent. The Government.has capital stock 


\» investments in. several corporations such as the Commodity Credit Corporation, ; 


the Federal intermediate credit banks, and the Federal Savings and Loan 
Instirance Corporation, on which the rate of, return. on the investment is deter- 
mined by the Secretary of the Treasury with reference to the average rate of 
interest on the public debt. , In these other cases the payment to:the Government 


capital stock is variously des¢ribed by law as: “interest,” “a franchise tax,” or . 


simply a “return:”  «. 

Since the borrowing ' power of: the Federal National Mortgage ° Aspoctation 
is geared to jts capital stock, it seems desirable to' continue the. designation of 
the Government’s investment’ ‘as capital stock and’ its’ return ‘as preferred stock 
dividends. |A deduction, of ‘those dividends, in this distinctive case seems reason- 
able. This will expedite the: transfer: to’ private. dwnership ahd will continue 
only so long. as the Government's ownership of . preferred , stoek continues. 


The Treasury Department would have no objection to the enactnient of S:, 3398. 
‘The Director, Bureau of the Budget, has ‘advised the Treasury. Department , 
* that enactnient of .this legislation would be in accord with. the program of ° the 


President. 
Sincerely yours, ; rine, 
Pt oie Sys ; ‘JULIAN B. Bato. 


: Sebi: ' TREASURY DEPARTMENT, 
Hy Washington, D.C., April 28, 1958. 
Hon. J.. W. ‘Rurpricur, 
Chairman, Committee,on Banking ond Currency, 
United States Senate,'Washington, D. C. 


'My ‘DEAR Mr. CHAIRMAN : Reference is made to your request for the views. ‘of 
this Department on, 8. 3399, “To extend and amend laws relating .to the pro- 
vision and.improvement of housing ‘and the conservation’ and. development of 
urban communities, and for other purposes. a 

s. 3399 incorporates’ the recommendations of the, Administration with respect 
to amendments to’ the housing laws and the Department recommends that the bill 


‘be.given fav orable.consideration. 


|The Department las. been advised’ by the: oleae of the Budget that there is ‘no 
objection to the submission of this report to your committee and that the proposed 
legislation i is'in accord with the program of the. President. 
Very truly yours, ; 
melee Ve JULIAN B: Barr, 
baberton* oni’ i ' Acting Secretary of the Treasury. 


TREASURY DEPARTMENT, ply. 
Washington, les May 9, 1958. 


Chairman, Committee on Banki ing and Currency, ': 
! United States Senate, Washington, D.C. 
. My. Dear ‘Mr. CHAIRMAN : Reference is made to your request for the views of 
this Departinent on.S: 3548, “fo authorize additional funds for urban renewal 
projects under title I of the ‘Housing Act of 1949, and for other purposes.” 


,The proposed legislation would increase, ‘effective upon enactment, by $500 os 
million the. authorization, for capital grants for urban renewal under section . 


103. of: the Housing Act of 1949,-as amended., 





LAR 


| _ HOUSING Act OF 1958 * 47 


+ 


The President in his ieaiieal message recomlisndea an additional authorization 


‘. of $200 ‘million for capital grants for the fiscal year 1959,'$250.inillion for the 


fiscal years, 1960 and 1961, and $200 million for the fiscal years 1962-64. These 
recommendations have been incorporated in section 302 (d) of’S. 3399, which is ° 
pending: before your committee. In the circumstances, the Department would 
. be opposed to the greater increase that would be immediately” provided by S. 
“-and recommends consideration of si authorization in -S. 3399 in lieu of} action 
on 8. 3548. ' war 
The Department has been advised by the Bureau of the Budget that there is NO .1. 
“objection to the submission of this ee to your committee. 
Very truly yours,» 


4 


; LAURENCE B. ROBBINS, 
, . Acting Secretary , of the Treasury. 
\' 


; : a ut TREASURY DEPARTMENT, 
. parent. # ' May 28, 1958. 
Hon, J. W.'FULBRIGHT, . ya 
Chairman, Committee on Banking and Currency, 
United States:Senate, Washington, DC. 


My Dear Mr. CHarRM'AN : Reference,is made to your request fer the. viene 
‘of this Department on 8. 3713, To amend title IV of. the Housing Act of 1950 
‘(college housing) to authorize loans to educational institutions for the construc- 
‘tion, rehabilitation, alteration, conversion, ‘and improvement of classroom build- 
ings and other academic facilities.” 

The proposed legislation Ww ould amend title IV of the Housing Act of. 1950, to 
authorizé, $250 million in loans’ td ‘educational institutions for \the \constructioh, 

‘rehabilitation, alteration, cqnversion, or improvement of ‘structures for use, as 
classrooms, laboratories, and related facilitiés necessary or appropriate for the 
instruction, of students“or the administration of. the institution. 

| §.. 3399, the administration housirig bill, and.S. 3163; the administration’ bill 
relating | to aid, to education, do not contemplate ‘the type of assistance. that 


2s a 


, would be provided. by S..3743:' “In the circumstances, the Sepastaent would, not . 


. fayor the enactment of the proposed legislation. 
 The* Department has been advised: by the Bureau of the Budget that there is: 
no objection, to the submission of ‘this report to your committee. 
Very — yours, vias ; host 
. i var ' LAURENCE B: Rogsins, 
be, Wier Yin, PAK Acting Secretary of the:-Treasury.. - 
DEPARTMENT OF ‘THE, ARMY, 
Washington,-D: C., March 5 5,, 1958. 
Hon: J.W. FoianicHr, 
» Chairman, Pommittee on Banking and Currency; 
United States Senate. 
sas DEAR Mr. CHAIRMAN: Reférence is made.to your request for the views of the 


» “~ Department of,the Army. with respect to,S. 2865, 85th Congress, a bill ““To:amend 
* title I of the Housing Act of 1949 to authorize in certain ‘cases financial’ assistance 


for community relocation.” 

The purpose of the bill is to’ permit Federal assistance in: the aoieloumaet ) 
urban renewal projects on sites’ selected in stibstitution-of urban areas that will 
become flooded by reason of .Federal, State, or,other public works involving. the - 
éonstruction, of a dam. Financial assistance under title’ I would be available 
from. the. Administrator, Housing and Home Finance Agency at the new site 
. Without regard to-other statutory réstrictions concerhing éligibility for grants. 

The Department of ‘the Army has considered the above-mentioned ‘bill and 
recommends that action be deferred pending an overall study being’ made by the 
Department. * 

The Chief of Engineers, under the supervision of the Secretary, of the Army, 
is responsible for a principal segment of Federal watet-resources development, 
including projects requiring the construction of dams. This Department is 
therefore vitally interested’ in’ any legislation that would. assist :affected com- 
munities: or individuals ‘in their, adjustment to conditions creatéd , by these 
projects. 
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In the’ ‘absence | of ‘statutory authorization ‘to i ite atin facilities, the a 


essential criteria ate those developed by the courts in condemiation proceedings 


’ for the acquisition of property required’for a Federal purpose: (1) market value 


shall be paid where value can be ascertained by reference to the market and (2) 


- the value of ‘roads, streets, or utilities is ‘theasured by the ¢ a of providing. substi- 


tute facilities if, in’ fact, ‘substitute facilities are requir Highway, railway, 
and ‘utility relocations ‘are also authorized in dam and reservoir projects under 


‘the control of the Department of the Army.by section 2 of the Act of June 28, 


1988 (52 Stat. 1215) and section 9‘ of the Flood Control Act of 1946, approved 
July 24,1946 (60 Stat. 641, 643).° Accordingly, if all the property in a town is. 
acquired and the’ town reestablishes itself at a new site, streets, roads, and 


. utilities will be relocated at the expense of the Federal project. The Department 


of the Army is also authorized ‘by section 401b of the Act of July 14, 1952- (66 


Stat. 606, 624),to reimburse owners and tenants for certain moving costs and 


" expenses, not in excess of 25 percent ofthe value of acquired property. 


The Secretary of the Army and the Chief of Engineers have long been con- 


' cerned with the manifold problems of" relocation imposed on communities and 


individuals affected by Federal projects. “ However, a review of pending projects. | 
‘ indicates that a comparatively small, humber of communities could avail them- — 
, Selves of the specific limitéd benefits proposed in S. 2865. | Enactment of the bill 
' would therefore not'be of material assistance to owners and ‘tenants generally or — 


to this Department in facilitating the construction of water-resources: develop- 
ment projects, for’ which it -is ‘responsible. , ‘It_is suggested therefore that action 
on §. 2865 be deferred pending further consideration by. the Department of the. 


Army of the best means ‘to approach the ‘sohition of the overall problem of assur- 
‘ing adequate and proper compensation to all affected by Federal projects.’ This 


matter is receiving attention at this tite and .specific recommendations will be; 


-made shortly. You will be advised: ofthe conclusions ‘Yeached. 


x . Should the. committee nonetheless desire to consider 8. 2865°at this time, the 
: Department. of the Army ‘ believes that the: Administrator, Housing and Home 


Finance’ Agency is in a bettet position;;to comment on the underlying: prine iple | 


involved in amending title ‘I of the Housing Act ‘of 1949 ‘to include projects that ~ 


would replace areas that are not slunis, ‘blighted, deteriorating, or deteriorated. 


. If the committee favors this principle, J it is suggested ‘that consideration be given 
‘to the desirability of uniformity in connection with Federal public-works proj- 


ects, the necessity of assuring that projects are not impeded, and that the 
replacement ‘site is available for, those réquired to ‘move from the project area: 
These objectives could be achieved by (1) énlarging the scope of the bill to include 
financial assistance whenever the relocation of a community, urban or rural, is 


‘required in connection with any Federal public-works project,; (2) imposing time 


limitations. within which affected cotmmunities could take advantage of ‘the 
benefits, of the legislation; and (3). providing priorities.at the new. site to 


owners and tenants displaced by a project. 


Enactment of ,this legislation will have no apparent effect’ on the heodine tary 


requirements of the’ Department of the Army, since all costs for w ‘hich the Depart- ° 


ment is, now. responsible in ‘connection . with -its .water-resources’. development 
projectswill remain .as pfoject ¢hargés. Federal: financial ‘assistance proposed 
by the bill ‘would .become’ the responsibility of the: Housing and‘ Honie.-Finance 
Agency, which .is therefore in a better position to advise the committee concern- 
ing its fiscal implications. : 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
' ‘ WILBER M. BRUCKER, - 
Secretary of the Army. 


Geneieat CouneEL OF THE DEPARTMENT OF DEFENSE, 
u Washington, D.C., April 16, 1958. 
Hon, J. W, FULBRIGHT; 

Chairman, Committee on Banking and Currenc y, 

United States Senate. 


DEAR Mr. (CHAIRMAN: ' Waterende is madé to your request to the Secretary of 


Defense for the views of the Department of Defense with respect to 8. 3399, 85th 


Congress, a ‘bill to extend and amend laws relating to the provisions .and im- 
provement of housing and the conservation and development of urban communi- 
ties, and for other purposes. 


* 
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Section 112 (a) of the bill would ‘amend section 803 (a) of the National Hous- 


ing Act so as to authorize the Federal Housing Commissioner to insure mortgages 
‘under title VIIT of the act pursuant to commitments to insure issued before June 


30, 1960, whereas under present law this authority expires on ‘June 30, 1959. 
The Department of Defense contemplates that the $2,300 million aggregate 


- . amount of mortgages which the Commissioner is authorized to insure, under title 


VIII will permit the construction of, approximately 145,000 units. At,the present 
time, the Departmdnt of Defense has placed under contract, 37,530 units. . In 


‘ order to allow orderly programing of the remaining units authorized, the 1-year 
‘extension effected by section 112, (a) is strongly supported. 


Section 122 (b) of the bill would authorize-the Federal Housing Ccemmiantones’ 


“under title VIII of the National Housing, Act, to*insure mortgages bearing an 


interest, rate not to exceed 5 percent, Public ‘Law 85-364 raised’ the maximum 
rate from 4 to 414 percent, and it appéars that this increase will be adequate for : 
present purposes. However, in order to provide sufficient flexibility for the. 


‘future operation of the title, VIII program, the Department of ‘Defense recom- 


mends that the interest rate be increased to:5 percent. In.addition to authorizing 
an increase in the interest rate, section 112 (b) prowides that mortgages insurable 
under title VIII may have a maturity of 30 years, whilé under present law the 

maturity may not exceed 25 years. In view ofthe statutory limitations on, the 
use of quarters allowance to amortize title VIII mortgages; the ‘proposed in-, 


-erease in thie ‘interest rate makes necessary an increase in: the mortgage period. 
-, Accordingly, the Department of Defense strongly recombends the enactment of 


$..3399.,°. . 
It is believed that enactment of the subject’ bill weaia have, only" a minor effect 


‘ upon the budgetary requirements of the Department of, Deferise.’ . 


The Bureau of the Budget advises that there is no objection to, the submission 
ef this report, and that enactment of S. 3399 would be in accord: with the program 
of the President. . : 

: I aici yours, aT al = nee 

. 1% tor L. NIEDERLAHNER, 
‘ ba 6 Robert ee 


. red 





Gi ENERAL CouNseL OF THE DEPARTMENT OF ‘ DEFENSE, 
Washington, D. C., May 12, 1958. 


‘de J..W. FULBRIGHT, . t 


Chairman, C ommittee on Banking one Ourrency, 
United States Senate. 


DEAR MR. Oizararay: Reference.is made to your request for the views of the 
Department of Defense with. respect-to 8. 3484, 85th Congress, a bill to amend sec- 
tion 404 of the Housing Aimendments,of 1955 : 

The purpose of the bill is to amend section “404 of the Housing Amendments of 
1955, which ndw provides for ‘the acquisition of housing. projects: constructed 
under title VIII of’ the National Housing Act as in effect prior to "August 11, 
1955 (Wherry projects), so as. to provide for the acquisition of housing projects 
constructed under section 207 of that act. Section 404 at present,makes manda- 
tory the acquisition of Wherry ‘projects which: are located’ at or near military 
installations where the Secretary of Defense has approved thé-construction of 
housing under the amended. title’ VIII of/the-National:- Housing Act,.and 8. 3484 
would ‘make mandatory the acquisition, of section 207 housing projects ‘under 
such circumstances. In addition, the bill would make applicablé to such acquisi- 
tions all the other provisions of section 404, including the provision establishing 
a maximum ‘acquisition price, the provision authorizing ie use of the. revolving 


. fund, ete. 


The Department of Defense opposes enactment of S. 3484. Because of the low 
cost limitations applicable to housing construction under the mortgage insyrance » 
provisions of section 207, it-is in most.cases inadequate to meet exbiie quarters 
standards. Furthermore, unlike Wher ry. housing which. is; for the most part. 
located on Governnient-owned land, 207 housing’is not.only off base,, but in many 
cases an integral part ofthe. civilian community. Accordingly, eyen though 207 
housing might be “at.or near” a military installation where .new title VII hous- 
ing had been .approved,,so that its acquisition would, be mandatory, wnder' the 
subject bill; the-Department of Defense would be administering isolated areas of 
housing within the civilian community. The Départment of Defense has. con- 
sistently objected to the concept of administering housing over which it had no 
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control with. saad to design, inant or cost. In addition, ‘the Federal Hous- 


ing Commissioner has certified’ with respect to any such title VIII housing, that 


‘it would not substantially curtail ‘occupancy in existing housing covered by 


mortgages insured under the National Housing Act; this certification, which 
evidences the lack of competition between 207 housing and title VIIT housing, isa 


further reason for the Department’ 8 position that acquisition of 207, housing is 


' jnappropriate. 


As it isdifficult to estimate, without a detailed study, the existing ‘iiabiitisitiaey 
mortgages, equities, and the amounts necessary to rehabilitate, furnish and 


operate the housing in question no worthwhile estimate of, the fiscal effects of this 
legislation can be made. 


The Bureau of the Budget advises that there is nO, objection to the wopeaiapton 


of this report. 
: Sincerely yours, 


. . me ROBERT Decttter, 


sid ' ' DEPARTMENT OF THE INTERIOR, 
Bo ae ; OFFICE OF, THE SECRETARY, 
4? . "Washington, ar o. February 5, 1958. 


Hon. J. Ww. Foisireut, 
Chairman, Committee on Banking and ouereiion, 


United States Senate, Washington, D. 0. 


Deak SENATOR FULBRIGHT :. This. responds to your request for: the”’views' of 
this Department ‘on’. 2865, a bill to’amend title I of’ the Housing Act of 1949 


to authorize in certdin cases financial assistance for community relocation. 


This ‘Department makes; no recommendation regarding the’ enactment. of ‘the’ 


bill, but suggests it be-amended, if it is favorably considered. 


oF 'S. 9865 would amend titlé'I of the Housing Act of 1949 by providing for financial’ 
‘ assistance: when all or g partiof an urban‘area is flooded as a result,of the construc- a“ 
tion: of a dam, or. reservoir project. The only activities of this;Department which, 


. could: result in the flooding of an urban area::by ‘ reason: of, the. construction of... 


a dam or reservoir are those which are undertaken by the Bureau of -Reclamation. 
However, séction 14 ot the Reclamation Project Act of August 4, 1939, (53, Stat. 
1187), specifically’provides authority’ to be. exercised: in’ the .case of relocations 


_ made necessary in the construction of reclamation projects and additional author- 


“ity, such-as That Which: Ww ould be pr ‘vided by’ S. 2865, is not necessary in those — 


cases. 
‘Whether the ‘authority which would be granted by the. enactment, of the subject 


bill is either necessary: or desirable in those cases'w here the flooding results from” 


. the. construction of dams and reservoirs by agencies. other than the Bureau of 


) 


Reclamation is a matter upon. which we are unable to give helpful information or 
advice. However, in the event your committee should consider the bill fav orably, 
we suggest that it be amended to. provide that ‘no’ financial assistance shall “be 


.made available under its authority in those cases where ‘other authority, such as 


that which is cited above, exists: ’ 
The Bureau of the Budget. has- aditised that there is no objection: to the ‘sub- 


’ mission of'this report to your cnnpratinee,, 


Sincerely yours, 
Fred G. AANDAHL,; 
Assistant Sécretary of the Interior. 


DEPARTMENT ‘OF Heat H; EpuUCATION, AND We LFARE; 
Me y 13, 1958. 
Hon. J: W. FuLsricnrt, 
Chairman, Commvrittee on Banking and ‘Currency, 
’ United States Senate, Washington,-D. C.. 

Dear Mr. CHAIRMAN:: This letter is in response to-your request of February 4, 
1958, for a report-on S. 3213,-a bill to increase by .$250: million the borrowing au- 
thority of: the Housing and: Home Finance.Agency for College Housing loans. 

This will would-amend section 401 (d) of .the Housing. Act of 1950-as amended 


iby. striking out $925 million and inserting in. lieu thereof $1,175 million.” 


: Office of Education projections of, college-and university enrollments show that 


enrollments may be: expected to increase by one-third by 1960 and to more than 


double: by 1970. ‘The President's Committee. on Education Beyond the High 


‘ 
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Schoo! has iiidicated that present college’ ehroilments’ may+be triplea by” 1970. 
There is no doubt as to. the need for funds to construct facilities required in order 
that institutions of higher education may gorve shete DUFDQerS and meet these 

tremendous demands that confront them. ‘s 
2. Aer From a, nationwide stydy of college and university faéilities, now in progress 
} ; in the Office of Education; it is eyident ‘that institutions are planning @ substantial 
{ amount ‘of, construction during the’ next several years of thé type of facilities 
f _ eligible for loans iinder the college housing program. The development plans of. 
>. these institutions indicate proposals to finance much of the construction of these, 
| ‘income-type, facilities through the sale of revenue bonds. ‘Present residential and. 

4 other service facilities are overloaded. 

oe In view of the existing need for the type of assistance afforded by the college” 
| 5 housing program, ‘this:Department favors an appropriate increase in the present *’ 
o> borrowing authority cf the Housing and Home’ Finance Agency for that purpose. 
{ However, the amount of the iticrease’which would be appropriate depends not only 
a on ‘the need for facilities but’ also, on the availability of non-Federal, sources for 
financing such facilities. .As-you know, the increase in the existing authorization 


‘recommended by the administration bill (S. 3399). is.$200 million; as compared 


with the $250 million propdsed in the presént bill. The amount of” increase pro- . 


‘posed in the administration bill was fixed ‘in the light of other changes in that 
program. recommended . by the President and contained in S. 3399—including ‘a 
new program of debt service guaranties ‘of taxable bonds of educational institu- 
tions—which are designed to encourage private financing. 
. The Bureau of the ‘Budget advises that /it perceives no objection to the sub-. 
mission of this report tosyour committee. 
- Sincerely yours, 
: ane: ome, ee _Buuor L. RICHARDSON, : 
biped meanitay "4§ ee ' , . . +Acting Squretary. 


os 


“ Derakraent OF Hearn; ‘Epudaqron, AND WELFARE, 
' May 14, 1958., 
Hon.. J: w. ‘FULBRIGHT, > 
Chairman, Committee on Banking ied Currency, 


| ° ike Soe United States Senate, Washington, D.C: 


on . +20, 1958, for a report on 8. 8281, a bill to ‘amend the Housing Act of 1950 in order 
7a to provide for loans to colleges ‘and univ ersities ‘for science equipment and facili-, 
; ties, and ‘your request of. February 26,-1958, for ‘a réport on’ S. 3351; a bill to 
% yh amend title IV of the Housing Act of 1950 to authorize ‘loans under’ the college 
. housing, loan program for. the construction of science buildings ‘and libraries at 

. - ', educational institutions. | ; 

‘S. 8281 would’amend title IV .of the Housing Act of 1950 to increase by $325, 
million. the borrowing authority of the Housing and Home Finance -Agéncy for 
‘the. college -housing. program: and’to authorize loans§ to institutions of ‘higher 
learning for the construction or remodeling” and’ initial: equipping -of facilities. 
‘ for’ ‘teaching physical sciences, mathematics,” and -engitieering, the,’ ‘amount of: 

such loans outstanding for. this pur _— not to exceed, $150 million ‘ote! the total © 
loan ceiling. | 

S. 3351 would amend title IV by’ increasing the borrowing authority for college, 
housing loans ‘by $200: million .and sby authorizing loans to institutions of higher.” 
-learning for the construction or remodeling and ‘initial equipping of: facilities, for 
teaching physical: sciences, mathematics, and engineering and for the construc- 
tion of library facilities, the amount of such loans outstanding for this purpose 

not to exceed $200 million of the total loan ceiling ° 
‘ This Department is deeply concerned with, the problem of dmptoving the 
‘quality of education—particularly in, fields of. study related to’ the national 
, Security—at év ery level of our educational system. We have recommended that 
the Congress enact S. 3163, now before the Senate;Committee.on Labor ‘and 
b ‘-*. Public Welfare, which would: authorize a, Fedéral program. designed to assist 
\- , © and encourage State, local, and private efforts to overcome educational’ deficien- 


wewy 


cies which are dangerous to our national ‘security. This’ recommendation is ' 


d » ++, based upon the niost careful consideration of educational ‘tieeds atid the relative | 
a urgency and priority in terms of Federal action.'to help meet those neéds, 


ers ‘ . ‘The Housing Act in its present form provides for direct Government loans.to : 


; i moneeen, and univ ersities for the construction « facilities that are e.self.- Saqipating 





‘DEAR. Mr. * CHAIRMAN’: This letter is in response to your vbigeibet of. February ; 
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«in chasacter.” Major emphasis ‘in the college nowsive program has yon on ‘the. a: 


ed deaes of housing for Students and faculty: Auxiliary facilities that qualify 
for loans are, of the income type which also,lend themselves to revenue~bond 


financing. : Facilities of the type ¢ontemplated in these bills are nonrevenue ; 


producing—except presumably through, the imposition of higher tuition, which: 
is undesirable from an educational viewpoint—and are not as suitable for rev- 
enue bond financing. Further, a’ progam of loans for the provision Of facilities 


and equipment for instructional purposes would require the consideration of. , 


factors of an essentially educational character which an educational agency, 


, * fe., the Office of Education, is best equipped to give: It is important that this 
should be done’ in the'‘context of the overall needs of ‘higher institutions’ for .: 


facilities. Therefore, we feel that,, even apart..from, thé othér’ considerations 
mentioned, it, would be inappropriate to extend ‘the present college housing’ pro- 
* gramto facilities of the type included in these bills. , 

‘As: you know, the administration Kas recommended that the existing loan 


_authorizatio: for the colleges housing program be increased by $200 million and * 


that certain other changes be made .in ,that, program—including a new program: 


of debt service walgelenes of taxable, bonds of educational institutions—to-: en- ‘: 


courage private financing. - These recommendations would be: carried out by 
S$. 3399. - In view. of the continued , need for the typeof assistancve afforded, by * 
the college housing’ program, this Department favors such an, increase in ‘the 
present borrowing authority of,the Housing and; Home: Finance Agency.. 

However, for the agers ‘aboye stated, we reconimend that manne 8S. 3281, nor 
8S. 3351 be enacted. 


The Burean of the: Budget: advises that it ‘perceives no objection to the ‘sub- « 


“mission of this report to:your comuhittee, 


Sincerely cg i 
; ear ; _FiLtxor. L. ‘Rion ARDSON, Actin Reoreiery. 


*, 


DiipaurMent- OF, fear; Evveation; ‘AND ‘WELFARE, . 
ee Sie ‘May 13, 1958. 
Hon. J. W. FULBRIGHT, ; ; 
Chairman, Committee; on. Banking. and deirionés, 
' United, States Senate, Washington, BoGew. ." 

- Dear Mr. CHAIRMAN: This letter’ is in ‘response to your. request ‘of March 7, 
1958, for a report on,S. 3399,.a bill to extend and amend laws relating to the 
provision and improvement ; ,of housing, and the conservation and development 
of urban communities, and: for other purposes. 

We understand that this bill embodies the provisions of a legislative proposal 


submitted by the Housing and Home Finance: Agency. The bill. would, amend a 
* the National Housing Act, _the Housitig” Act of 1949, the United .Statés, Housing.’ . 


Act of 1937, the Housing Act’ of 1950 and the Housing. Act of 1954. .Our com- 
ments are limited. to those ‘provisions which are ofconcern to this: Department. 

1. Section ‘103. of the bill would separate the provisions of. existing law dealing 
with rental housing for the,elderly from ‘the regular rental -housing program 
> under‘ section 207 of the Natidnal Housing Act: and piace them ih a new: section, 
($ 229); and would aménd ‘the existing law. to (a) remove the present, require- 


: Ge that housing, for the élderly be economically, sound'‘in order to qualify for; ‘ 


* mortgage insurance, thereby, enabling the Administrator .to determine acceptable 
risks in the light of the spetvial, circumstances - involved. in ‘this kind. of housing, 
(bd) perniit, but not require, ‘the Administrator. to establish rent ceilings, (¢), 


substitute the: words ‘living unit” for thé words “faniiily nnit,”, so as to'make: » 
clear that single-occupancy accommodations in housing for eldérly persons, in-.: 


’ cluding accommodations not, containing: indiv: idual cooking facilities or'bath, are 
permitted, (d) authorize the ‘Administrator ‘to raise ,the’ per-unit construction 
ceiling by $1;000 in high construction cost areas, and (e) increase. the maximum 
interest. rate on insured mortgages from 4% percent to 5% percent. 

We favor the above'changes to existing law, since they would further facilitate 
the providing of suitable rental housing for elderly persons. 

In line with Administration policy, title V’ (college"housing) ‘would amend the 
present college housing loan progran ptovisions to (a), pég the interést rate to 
be charged by the Administrator on loans:for college hoysing dt 4 percent above 


+ the rate payable, by the Administrator on borrowings from ithe Treasury, nd’’ 


* provide for fixing. _ latter at a rate reflecting the, eprrent ererage- mapket yield 
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would, be in accord with-the program of the President. 


4 


Pg " HOYSING ACT OF 1958" 1. ata 28 ia 


wy 4 a Re 


on marketable Treastiry obligations of <sieianbabi nctutiine (by ‘permit - Fed- , 
eral loan’ only when private financing “which the Administrator _ determines to 
‘pe redsonable and consistent with the purposes of this title” jis ‘not, available, 


instead of permitting: loans when private firiancing, ‘equally as “favorable” is not” ° 


available; and, (c) increase. the ceiling on outStanding loin obligations from 


-* $925 million,to $1,125-million. . In addition, the bill would provide a new + $100 


million. debt. rvice guaranty program on bonds (which are not exempt from 
‘Federal taxation) issued to finance construction of college housing. , ' 
A ‘nationwide: study -being ‘conducted: by the Office of Education ind cates that 
higher educational institutions are planning 4 substantial amount oftec nstruction 
in residential- and service-type facilities for the next several years, The in- " 
crease ,of $200' aie in the loan ‘ceiling and the new, debt Service guaranty 
program of $100 ‘ni 
‘college housing and other, eligible facilities. We thérefore ‘urge favorable ¢on- 
‘sideration of‘both ‘these provisions. ‘For an appraisal of the, other, | ‘more tech- 


nical, changes in,the coliegé-housing loan program above mentioned, ‘we defer to ~ 


the. HHFA and the Department of the Treasury, wayne “Whose special com- 


', Petence these, matters lie. . 


-The’Bureau of the Budget advises that: enactment’ of ‘this eondund degislation 


awe a i 
anaes yours, ; 


ALLIOT L. RicHarpson, Adting Secretary.’ 
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‘De PARTME, NT oF Heavri Ebu cation, AND Warrant, 
i : : ei ‘ “ May, 13,1958. 
Hon: J. Ww. ‘purberon'r, ' , %y 


»* 4 
.Chairman, Committee:on paeee ng. én Currency, ¢) ' vs 
‘United States’ Senate, W ashington, D. C. 4 tae 


+ Drar* ‘Mr. (GHammMAN.: This‘ letter is in response to your request of April 30, 
1958, for a report on, 8. 3713,.a bill to amend title IV of the ,Housing Act of 1950 
(college housing) to authorize loans to educational institutions for the construc- 
tion, rehabilitation, alteratiori, conversion, and improvement’ of Sageroom build: , 
‘ings and other academic facilities. 

This bill would, amend title -LV ‘of the Housing, Act' of 1950° by apitiediiat an 


" additional $250 million in borrowing authority for, the’ Housing ‘and Home » 


Finance Agency for -the purposé'of making loans’ to educational institutions for ' 
the construction, rehabilitation, or improvement of stru¢tires’ suitable (for use 


‘as classrooms, laboratories, and related: facilities (including, initial: equipment, 


machinery, and utilities) necessary or appropriate: for. the instruction, of students 
or the administration of the institution. . . 

The Office of: Education, through its college nd’ university: facilities survey, 
has made a nationwide study of ’the needs and .plans‘of institutions of higher 


. education, public and private, for'the construction of all types ‘of pet mae Pre- 


liminary results of this study (which covers 72 percent of the Nation’s institu-, 
tions of higler learning‘ enrolling 90 percent, of the college and university ! 


*students) indicate ‘that eolleges and universities plan a substantial increase in’ 


‘the rate of new construction’ programed .to 1960, \preliminary to.fnrthey expan- 
sion in'the ‘following decade to accommodate an estimated twofold increase *in 


students by. 1970. During the years 1951-56, the i ins titutions, reported. the con- ,’ 


stryction of $1.17 billion in the:type of facilities specifi ed in. the’ instant bill.’ Of 


this total, about ‘15 percent was financed from’ borrowed ‘funds. By contrast, 
- new ‘construction of instructional arid administrative facilities programed to 


1960.is @stimated’to-cost $1.5 billion, of which.12 percent is expected to be financed 
from borrowed funds. 


This Department: is deeply concerned with the problem. of improving the Bi 
quality’ of education—particularly in fields of study related to the natiorial 
.security—at every, level of our educational system. We have recommended , 


that the Congress. enact .S. 3143, now before the Senate Cominittee on Labor 
and Public.‘ Welfare,. which would authorize a Federal, program designed to 
assist and ericourage State,. local, and private efforts to overcome certain edu- 
catidnal deficiencies which are dangerous, to our’ national “security. We have 


‘also’ recommended enactment of 8.°1917, which would provide Federgl grants : 


for fhe ‘construction | of: deiital.and médical teaching facilities. ‘These recom- , 
mendations; are based: “upon, the most careful eee educational needs’. 


“. 


es ‘gssiisae 5 Oh sate ce a edec tte Sse ne 


Ilion should have é beneficial effect ‘upon’ the expansion of .. 
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their relative malas and briokity’ in terms of Federal action td help meet 
meeds. As indicated above, we are fully aware, of the heeds of instita- 

tons of higher learning for all, types of facilities. However, in view of the‘ 
‘urgency and priority of need for “programs included in our legislative recom- 

. mendations, and because the p proposal contained in. 8. 3713 raises. fundamental 


questions requiring study both ‘with respect to the need for Federal assistance . 
and the manner in which such assistance*—if needed—should be provided, we © 
believe that eee consideration of this proposal would not be desirable’, 


at this time. ° , 4 " 


However, and apart ‘from the basic considerations above stated, we feel that’ ., 


there are certain general features of this “pill which" require comment. 

The distinguishing feature of. this bill—and one which should be most*care: 
fully noted by the committee—is that it is, not,a housing bill! It is an educa-’ 
tion bill, and would authorize a program of substantial Federal. assistance in the 
construction of college and university facilities for instructional and adminis- 
trative purposes. Moreover, in‘terms of deciding the question of the need for 
this program and the priority of need for Federal assistance in all areas of edu- 
cation, and in terms of administering such a’ program if it were authorized, 
the fundamental determinations to be made are educational in character. We 
feel that a Federal program involving such educational determinations—if it 

. were ‘to be authorized—should be administered by the Department of Health, 
‘ Education, and Welfare which, through the Office of Education, is the agency 
of government primarily responsible for Federal programs in the field of 
education. 

Finally, it should be noted that the ennlen Act in its present.form provides 
. direct Government loans to colleges and universities for the construction of 
facilities that are ‘self-liquidating in character. Major emphasis in the college 
housing program has been:on the provision of housing for students and faculty. 
Auxiliary facilities that. qualify for loans are of the income type which also 
Jend themselves’to revenue bond financing.’ Facilities of the type contemplated 
are. nonrevenue producing—except presumably through the pledging of institu- 
tional revenues and student tuition and fees—and are not so suitable for rev- 
enue bond financing. From an, educatiinal viewpoint, the imposition of higher 
tuition and student fees to carry long-term financing of educational facilities 
.-is undesirable’ (although there is no objection to pledging other institutional 
revenues for this purpose). 

For these reasons we recommend that S. 3713 not be enacted. 
_ The Bureau of the Budgét advises that it perceives no-objection to. the sub- 

mission of this report to your committee. 


Sincerely yours, 
tLL1i0oT L. RICHARDSON, 


Acting Secretary. 


FreperAL: HoMe Loan BANK Boarp, 
Washington, D. C., May 12, 1958. 
Hon. J. W. FULBRIGHT, pf 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, .D. C. 

Dear Mr. CHamMan: This is in reply to your request for the views of the 
Federal.Home Loan Bank Board with réspect to S. 2791, a bill to create a 
-Home Loan Guarantee Corporation. 

The Board favors the general objectives of the. bill in that it is designed to 
help make housing available to ” greater. number of potential purchasers and 
reduce the use, of second mortgages. It feels, however, that there are funda- 
mentally objectionable features: of the bill which offset the beneficial portions 
' and leave open for further consideration the desirability of additional study 
of ‘this and alternative methods of accomplishing the intended purposes. 

- During the postwar period there has been considerable statutory liberaliza- 
tion of terms in the nonconventional sector of the home financing field. These 
liberalizations in loan-to-value ratios and in downpayments and maturities have 
served to make necessary a reconsideration of the normal limitations on con- 
ventional lending, in order to determine whether.some relaxation in such limits 
ean safely be made with a view ‘to obtaining wider home. ownership and elimi- 
» nating secondary financing. 

In the last few weeks this problem has been crystallized by action of the legis- 
lature of one of the leading. States in progressive advancement in methods of 


*» 
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¥ home financing, in enacting legislati on authorizing savings and loan ainecias ; 


tions ‘and savings ‘banks Jf that State to make home loans up-to 90° percent 
of sappraised value with certain safeguards, including the | establishment’ of 
internal reserves. 

In the light of this* ree ent development, it is the opinioh dt the ‘Board that 
serious ‘tonsideration must now be given to*the whole matter of the making of 
higher pércentage loans by ‘Savings and loan associations. This problem in; 
yolves the question whether. the needed safety can be assured through such’ 
steps as the requirement of, internal reserves for this purpose, plus sell 
increase in the insurance premium of the Federal Savings and Loan Insuran¢ée . 


Corporation as to insured institutions‘ making such higher percentage loans (ae : 


step which would require further legislation), or whether, in lieu of. or in 


addition to such steps, some form of risk distribution in the nature of‘a partial 


guaranty is needed and feasible. 

Since this crystallization of the problem has occurred very recently, the Board 
is not yet in a position to make definitive conclusions as to the action which 
should be taken. In this connection, S.:2791 would have these points in its 
favor: ‘ 
1. It would spread the risk among the individual institutions. 

2. It should bring a widening market for housing in the private-enter- 
prise field. 
3. It should relieve to a great extent the pressures for secondary giants 
ing which in some areas have been of concern. 
Summarizing the objectionable features of S. 2791: 
1. The Board does not believe that initial capital in the amount set 
forth in the bill is needed or*desirable. Further,,the Board feels that con- 
sideration should be given to the question whether any furnishing of capital 


by the Federal home-loan banks should not be for a limited period only,: 


at the end of which the entire capital would consist of capital supplied by 
institutions using the guaranty facilities. 

2. The Board would not favor making the dividends cumulative, and it 
feels that the setting of any dividend rate in advance would be tnrealistic 
and undesirable. 

3. The failure to include in the provisions of section 9 for Federal tax 
exemption of obligations of the Home Loan Guarantee Corporation an ex- 
press provision that nothing in the section shall affect the applicability 
of the Public Debt Act of 1941, as amended, is in the Board’s opinion 
objectionable. Also, the Board feels that it is undesirable to permit the 
subjection of such obligations to State and local surtaxes as provided in 
the section. 

4. That part of section 12 providing authority for loans to the Corpora! 
tion by the Federal home-loan banks and the Federal Savings and Loan 
Insurance Corporation is, in the Board’s opinion, undesirable and the Board 
is strongly opposed. to this provision. 

5. The alternative provision in section 13 permitting loans on property 
not occupied by the owner but “in' good faith intended for such, occupancy” 
is not acceptable to the Board. The Board believes that this‘ provision 
might be construed to permit loans to operative builders and that as a matter 
of policy such loans should not be included. 

6. The Board also objects’ to the failure of section 13: to include selling 
price, if lower than appraised value, as an alternative basis for determining 
the maximum amount of the loan. 

7. The Board is not iti favor of the settlement provisions of the bill. .In 
particular, it has grave doubt as to the provision of section 13 .-that the 
Corporation may pay to the mortgagee the amount invested in the mortgage 
and take transfer of the mortgage. One of the difficulties arising from 
this method would be the burden of cash, requirements in .making such 


payments and in conducting what could in effect become a large property ' 


management operation. 

8. Because of the risks involved, the Board would not favor limitation 
of the maximum premium to 10 percent-of the amount by which the mortgige 
is guaranteed until sufficient experience by operations of the Corporation 
demonstrated that the limitation was realistic. 

9. Finally, the Board considers the bill defective in that it does not prov ide 
express authority for the regulation or prohibition of secondary financing. 
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The Board regards the above objections as serious and substantial, noting at 
the same time that there are also a number of technical defects in the bill. 

Advice has been received from the Bureau of the Budget that enactment of 
the proposed legislation would. not be in accord with the program of the 
President. 

Sincerely yours, 
. ALBert J. Ropertson, Chairman. 


Ce 


Boarp OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
Washington, April 2, 19: 58. 
Hon. J. W. FuerieHt, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear SENATOR FuLsricgHtT: This is in reply to your requests of August 16, 
1957, and March 7 and March 25, 1958, for the Board’s views on the bills 
S. 2791, S. 3399, and S: 3548, now before the Committee on Banking and Currency. 

S. 2791 would create a Home Loan Guarantee Corporation with authority to 
guarantee, within certain limits, first mortgages on homes designed for single- 
family’ occupancy. .S. 3399, cited as the “Housing Act of 1958,” would amend 
the National Housing Act; the United States Housing Act of 1937, and the Hous- 
ing Acts’of 1949, 1950, and 1954 in various particulars. S. 3548, which is similar 
to section 302 (d) of S. 3399, would amend the Housing Act of 1949 by increasing 
the amount of funds available for urhan,.renewal projects under. title I of the 
Housing Act of 1949. 

Concerning S. 2791, we believe that’ the: public interest will be better served 
if, the Federal Government’ has, only a single program of insurance of home 
mortgages—not several programs. To avoid the kind of policy conflicts that 
are inherent in the duplication of administering bodies operating in the same 
field, we think that all' programs for insurance of home mortgages should be 
lodged with the Federal Housing Administration rather than with a potentially 
competitive agency. 

The fact that, under the proposed program, only the top. 20 percent of a mort- 
gage is insured rather than the full mortgage, as in the case of the present 
FHA programs, would not necessarily -méan and appreciably smaller risk 
exposure to the insurer. The extent of exposure undoubtedly depends strongly 
on cyclical experience, and in. a major reversal such as we went through in 
the 1930’s both the number of loans.in default and the amount of.losses on each 
defaulted loan might be large. Short ofa disaster of, this sort, however, the 
bulk of defaulted loans is likely to show ‘losses of less than 20 percent. In 
other words, except in a very bad situation, there should be little difference in 
risk between the two programs, hence little difference between the premiums 
required to make them self-sustaining. Of course, if the standards for accept- 
ance of risks were markedly lower under the proposed program, the premiums 
required for successful operation would be correspodingly higher. 

Another aspect of this comparison should be noted. The coinsurance element 
of the proposed program would increasingly limit the Government’s liability as 
the severity of trouble increased. Sound public policy requires thé reverse. 
A day-to-day reminder to lenders, by way of a coinsurance feature, that un- 
sound lending is costly is likely to have a, good effect on lending practices, and 


thus minimize the chances of serious trouble. At the same time, however, if . 


serious trouble should come despite the usé of sound Jending practices, complete 
insurance would be much more helpful: than partial insurance in aiding re- 
covery and confining the extent of the trouble to manageable limits. 

The bill as drafted raises other questions, also. Contrary to the Federal policy 
of some years’ standing, the Home Loan Guarantee Corporation would be author- 
ized to borrow by issuing obligations with exemptions from Federal, State, and 
local taxes. The Board believes that as a matter of public policy tax exemption 
favoring particular types of obligations is undesirable. It appears also that the 
guaranty: issued by the Corporation would be available only to mortgagees 
that had been examined and audited by the Corporation; it should be realized 
that ‘many financial institutions prominent in mortgage financing that are 
already subject to examination by supervisory authorities, such as national banks 
and insurance companies, would be reluctant, to submit to such additional ex- 
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aminations. While there is much to be said for reemphasizing the principle of 
coinsurance in Federal mortgage programs the Board feels that many of the 
specific provisions of S. 2791 are undesirable. 

On the great majority of the provisions of 8S. 3399, which are technical amend- 
ments.to existing law, the Board has no specific comment to make, except per- 
haps to question whether such matters are properly the subject of specific 
legislation. The frequency with which these laws must be amended gives rise 
to the question whether, more general legislation, flexibly administered, might 
not be much more effective. At is is, every accretion of experience or change 
in economic conditions seems to require changes in basic statutes. 

The proposed amendments to the National Housing Act are a case in ‘point. 
It would seem reasonable that the Commissioner should exercise the judgment 
required to make a less detailed statute effective. In the case of the price to 
be paid by the Federal National Mortgage Association for mortgages under the 
special. assistance program, the proposal now is to restore.to the Association 
discretion that was removed only .last year. The Board -would.favor giving 
the FHA Commissioner -general authority to accept for insurance mortgages 
meeting broad standards of eligibility, anid to exercise such administrative dis- 
cretion within those limits as is necessary to meet changing market conditions. 

The Board favors repeal of section 605 of the Housing Act of 1957 (directing | 
the Federal Housing, Commissioner and the Administrator of. Veterans’ Affairs 
to fix reasonable limits on charges, fees, and discounts in connection with in- 
sured and guaranteed mortgages).- This repeal is provided for in section 113 
of S. 3399, and. was passed by the Congress as section 6 of 8S. 3418. 

S. 3548 would increase the amount of funds available under the Housing Act 
of 1949 for urban renewal projects by $500 million eee Section 302 (d) 
of S. 3399 would make available $200 million on July 1, 1958, $250 million on 
July 1 of 1959 and 1960, and $200 million’on July 1 of 1961, 1962, and 1963. The 
Board believes that in: the ee circumstances encouragement of urban re- 
newal activities is desirable. S. 3548, since it makes funds available immedi- 


* ately, may be preferable to the COTES proyision of S. 3399. 


Sincerely yours, 
Vu. McC. Martin, Jr. 


BOARD, OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
: Washington, May.22,.1958. 
-Hon. J. W. FULBRIGHT, ‘ ‘ 
Chairman, Committee on Banking and Currency, 

United States Senate, Washington, D.C. 


DEAR SENATOR: FULBRIGHT: This is in reply to your request of May 13 for the 
Board's views on the- bill 8S. 3781, now before the Committee on Banking and 
Currency of the Senate. The-purpose of the.bill-is “To amend the laws relating 
to urban. renewal and low-rent housing.” ea 

‘In my appearance before the Subcommittee on Housing of the Senate Banking 
and. Currency Committee on May 13, I.expressed: the interest of the Board of 
Governots in the ‘urban renewal program.. In response .to'! Senator: Clark’s 
question whether we are concerned about any inflationary impact, I replied that 
‘it depends on the way it is handled.” 

One important question the Board would like to raise concerning ‘S. 3781 is 
whether it.will leave the Federal Government with enough flexibility. to adjust 
the rate of expenditures under the program so as to contribute toé the overall 
goal of economic stability..“We realize that. localities neéd the assurance of 
financial support that is provided by the. authority extended to the adr inistrator 
by. section 101 (b) to reserve capital grants to be contracted for in’ the future. 
The first few years, under such a program are. likely to be. largely years of 
preparation. We should hope that-when the plans are ready for execution there 
willbe an opportunity to examine the amount and timing of'the work to be done 
and. to take account of the economic conditions then prevailing. «To have execu- 
tion of such .a worthwhile program operate as an unstabilizing element ‘in the 
economy would be unfortunate. 

Sincerely yours, ' 
Wm. McC.. MarTINn, Jr. 
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CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, May:16, 1958. 
Hon. J. W. FULBRIGHT, 
Ohairman, Committee on Banking and Currency, 
United States Senate. 


Dear Mr. CHAIRMAN: Reference is made to your letter of May 7, 1958, re- 
questing our comments on S. 2872, a bill to amend section 403 of the National 
Housing Act, as amended, and section 5 (i) of the Home Owners’ Loan Act of 
1933, as amended. 

Section 1 of S. 2872 would add the following sentence to section 403 (b) of 
the National Housing Act (12 U. S. C. 1726 (b): 

“No securities for issuance and no change of organization shall be approved 
the effect of which would ‘be to’change an insured institution which is a mutual 
institution so that any security holder or owner thereof would be entitled to 
more than pro rata earnings or pro rata voting control or more than pro rata 
claim against the assets, and no.such. insured institution shall make any such 
change and remain an insured institution.” 

Section 403 (b) of the National Housing Act now provides that each appli- 
cant for-insurance must agree that during the period such insurance is in force 
no securities will be issued the form of which has not been approved: by the 
Federal. Savings:and Loan Insurance Corporation. .The Corporation has con- 
strued this provision of law as giving it the right to approve or disapprove. plans 
to convert insured State mutual associations to State nonmutual associations. 
We believe it is doubtful whether the present requirement for .Corporation -ap- 
proval of the form of securities which may be issued‘gives the Corporation the 
authority to disapprove such conversions. It appears that section 1 of S. 2872 
is intended to make,the conversion of all insured mutual] savings and loan asso- 
ciations to nonmutual associations conditional upon the pro rata preservation’ of 
the rights of all shareholders in a mutual association under penalty of termina- 
tion of insurance by the Federal Savings and Loan Insurance Corporation. If 
this is the’intention, we believe the section should be changed to read as: follows: 

“No securities for issuance and no change of organization shall be approved 
the ‘effect of which would be: to change an insured institution which is a’ mutual 
institution so that any meniber thereof or any security holder or owner thereof 
would be, entitled to less than: pro rata earnings, less than pro rata voting con- 
trol, or less:than pro rata claitn against the assets, and no such insured in- 
stitution shall take any. such action and remain an ‘insured institution.” 

Even if section 1 of S. 2872 were enacted, it would still be possible for an 
insured State- chartered mutual association to convert to a State-chartered 
nonmutual association without preserving the pro rata rights of mutual share- 
holders if the association was willing to have its insurance terminated... If an 
association chose to do this, nothing in the existing law, would prohibit it from 
again applying for insurance after it had become a State-chartered nonmutual 
association. However, if section 3 of S.:2872 should also,be enacted, insurance 
would not: be granted in such: cases since that section would prohibit the in- 
suring in the future of any but mutual associations. 

The.basic responsibility of the Federal Sayings and Loan Insurance Corpora- 
tion relating to the insuring of both Federal and State-chartered associations is 
set forth in section 403 ofthe’ National Housimg Act (12 U. S. C. 1726). We 
believe that enlarging: the, authority of the Corporation to regulate thé con- 
version of insured State-chartered mutual assdciations to State-chartered non- 
mutual associations, as’ proposed by section 1 of S. 2872, and limiting the in- 
suring ef associations to those of a mutual character, as proposed by section 3 
of S. 2872, are matters of policy for determination by the Congress. We 
neither advocate nor oppose enactment of those sections, 

Section 2 ofS. 2872‘appears to be designed to further implement the purposes 
of sections 1 and 3: It- would’ repeal a portion of Section 5 (i) of the Home 
Owners’ Loan Act of 1933, as amended, 12 U. 8S. Code 1464 (i), which permits 
the: conversion of Federal savings and: loan associations, to. State-chartered 
mutual associations by vote of: their members. We believe the language. of 
section.2 might be clarified... The portion of section 5 (i) of the Home Owners’ 
Loan Act which section 2 proposes to delete was added as an amendment by 
the act of July 3,.\1948, 62 Stat. 1239-40. Section 1, of ~ act of July 3, 1948, 
‘added two paragraphs to section 5 (i). Section 2 of S. 2872 apparently is de- 
signed to delete the first of these two amendatory paragraphs. If so, we be- 
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lieve it would be clearer if the language of section 2 weré changed to read as. 
follows: 
' “Seo, 2. Subsection (i) of section 5 of the Home Owners’ Loan Act of 1933, 
as amended, is further amended by striking out the paragraph beginning with 
the words ‘Any Federal savings and loan associatiox’ and the first fifteen words 
of the succeeding paragraph.” ° 

We indicated in our reports to the Congress on the audit of the Federal Home 


‘Loan Bank Board for fiscal years 1955, and 1956 dated July 8, 1957, and for 


fiscal’ year 1957 dated April 14, 1958, that the Board has authority to regulate 
the conversion of a Federal savings and loan ‘association to a State-chartered 
nonmutual association—a one-step: conversion—and that, the Board had de- ‘ 
veloped proposed regulations which would provide for’ equitable. treatment of all 
shareholders in such one-step conversions. We pointed out, however, that the © 
Board does not have the authority to regulate the conversion of a Féderal sav- ° 
ings and ‘loan association.to a*State-chartered nonmutual association’*when the 
association first converts to a State-chartered mutual association and later .to 
a. State-charteréd nonmutual association—a two-step conversion. In the case of 


_ a two-step conversion, there is no assurance that the mutual shareholders would 


receive equitable treatment as provided for by the Board’s proposed regulation 
covering one-step. conversions. We therefore recommended, that consideration 
be given to:prohibiting the conversion of a Federal savings and loan associa- 
tion to a State-chartered. mutual association in those cases where the Board 
determines that the State laws do not adequately provide for the full pro- 
tection of all shareholders’ rights in the event of, a later: conversion, to a State- 
chartered nonmutual association. ; 
We believe that the enactment.of section 2 of S. 2872 would provide for the 
full protection of the shareholders of a Federal savings and loan association by 
precluding’ the. conversion ‘to'a State-chartered form of operation without ‘ap- 
proval of the Federal Home ‘Loan Bank Board and the Federal Savings and 
Loan Insurance Corporation. , ' 
Sincerely yours, as > tle 
: JOSEPH CAMPBELL, 
Comptroller General of the United States. 





COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 9, 1958. 
Hon. J. W. FULBRIGHT, ' 
Chairman, Committee on Banking and Ourrency, 
United States Senate. 


Dear Mr. CHAIRMAN: Reference is madé to your letters dated March ‘5, 1958, 
requesting our comments on the bills 8.-3281 and S. 3351. 

The purpose of both. bills is similar; that is, to make available $150 million 
or $200 million. for loans to educational institutions for the construction of 
laboratories and science buildings. . S. 3281 would also increase the amount 
presently available under section 401 (d) of the Housing Act of, 1950 for loans 
for the construction of college housing, 8S. 3351 would permit loans for:the 
construction of ‘libraries, as well as for laboratories and ‘science buildings. 

The decision whether loan, funds should be made.available by ‘the Govern- 
ment for these purposes, and the amounts to be made available, are matters of 
congressional policy as to which we express no opinion. 

We. do have some doubt as to the desirability of combining a loan program of 
this nature with the present college housing loan. program. The existing pro- 
gram involves, for the most. part, the making of loans for the construction of 
income-producing facilities, and the’basic security for the loan is reyenue from 
the facility. Loans are now. developed as business-type loans, approximating 
the practices of ‘private financing. The facilities to be constructed, with loans 
under 8. 3281 and S.'3351 would not.necessarily be self-sustaining to the same 
extent as college housing. If a loan program. for the purposes specified in S. 
3281 and S. 3351 is to be undertaken, we believe it might be preferable to sepa- 
rate it from the college housing loan program. 

Another factor which we believe should be considered in connection ‘with a 
science facilities loan program is the desirability of providing for greater par- | 
ticipation therein by the Office of Education, Department of Health, Education, . 
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and Welfare, than is provided for in the case of the college housing loan pro- 
gram. In the event some type of grant program for science. facilities should 
be established, as suggested in the second report to the President by the Presi- 
dent’s Committee on Education Beyond the High School, it would presumably 
be administered by the Office of Education, HEW, and the desirability of close 
cooperation in the administration of the entire program, whether by loans or 
. grants, is apparent. 

Sincerely yours, * 

' FRANK H.: WEITZEL, 

_ Assistant Comptroller General of the United States. 


‘ ; J ‘CoMPTROLLER GENERAL OF THE UNITED STATES, | 
: Washington, April 2, 1958. 
Hon. J. W. FULBRIGHT, - 
Chairman, Committee on Banking one Currency, 
‘United States. Senate. 


Dear .Mr. CHAIRMAN: Reference ‘is made to your letter of March 10, 1958, 
requesting our comments on S. 3398, which would change the present basis -of 
computing the amount which the Federal National Mortgage Association 
(FNMA) pays into the Treasury as Federal income tax equivalent with re- 
spect to its secondary-market operations. 

In addition to borrowings from the ‘Treasury and from the public, FNMA 
obtains capital for its. secondary- -market operations from the issuance of pre- 
ferred and common stock.’ Persons selling mortgages to FNMA are required to 
purchase common stock in amounts equal to from 1 to 2 percent of the unpaid 
balances of mortgages sold. The Secretary of the Treasury is the holder of 
the preferred. stock, and. is entitled, under the law, to cumulative dividends 
on that part .of the preferred stock which represents capital withdrawn by 
FNMA from the Treasury. 

Under section 309 (c) of the National Housing Act, as amended, FNMA is 
required to pay anniially into’ the Treasury an amount equivalent ‘to the amount 
of Federal income taxes it would; but for its tax-exempt status, pay with re- 
spect to its secondary-market operations. In computing the amount of such tax 
equivalent, FNMA presently deducts from gross income the interest it pays on 

‘the’ borrowings from the’ Treasury and the public.. It does. not deduct the 
amount of dividends paid on either common or preferred stock., 8. 8398 would 
permit it’to.deduct the dividends paid to the Treasury on preferred stock. S. 
3398 is, thus, similar to section 2 of Senate Joint Resolution 38, 85th Congress, 
ist session, on which hearings were held by the Subcommittee on Housing of 
your committee on February 6 and 7, 1957. 

The effect of 8. 3398 would be to reduce the Federal tax equivalent payment 
and to increase FNMA’s retained earnings: by the amount of.the tax on its 
preferred-stock dividends. Dividends declared on common and preferred stock 
for the fiscal year 1957 were $298,392 and $1,338,931, respectively. At a tax 
rate of 52 percent, the reduction in Federal tax equivalent for that fiscal year 
would. thus have. been $696,244. While under S. 3398 the Treasury -would lose 
the full amount of the reduction in the tax equivalent, it would be entitled to 
only a part.of the resultant increase in FNMA’s retained earnings. . Further- 
more, the increase in retained earnings could result in the. payment of larger 
dividends on common stock ‘held by the public. It would not cause any increase 
in preferred-stock dividends, since these are computed on the basis of the cur- 


rent average interest rate on outstanding marketable obligations of the United © 


States. 

Even though the preferred-stock dividends are computed on this basis, they 
must, nevertheless, be considered as a part of FNMA’s profits and, in our 
opinion, should not be deducted in computing Federal income taxes or their 
equivalent. We, therefore, oppose favorable consideration of 8. 3398. 

Sincerely yours, 
FRANK H. WEITZEL, 
Assistant Gecebbiation General of the United States. 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, May 12, 1958. 
Hon. J. W. Futsrieut, : . 
Chairman, Committee on Banking and Currency, ; r 
United States Senate. 
DEAR Mr. CHAIRMAN: Reference is made to your letter of March 20, 1958, 
requesting our comments on §S. 3399, the :proposed’Housing Act ,of 1958. 
We appreciate the opportunity to present the views of the. General Accounting 
Office on 8S. 3399. The bill provides, generally, for increased authorizations -in 
many of the housing programs of the Housing and Home Finance Agency, and 


maximum mortgage amounts, increases in interest rates, and various’ other 


matters. Our comments on the several sections of the bill dre not intended, to’ 


express any opinion as to the desirability: of the proposed increases in program 
authorizations, maximum: mortgage amounts, and interest rates, since, .these 
matters involve questions of congressional policy. For that reason, where a 


-particular section, in our opinion, involves only these questions of: congressional 


policy, we have made no comment. 
In view of.the length of the bill and the difficulty of understanding the effect 
of the changes proposed without reference to the existing statutes, we believe 


our comments will be of more help to the committee if they follow the section- 


by-section analysis of the bill prepared by HHFA. 


TITLE I--FHA MORTGAGE INSURANCE 


ic 
® 


Section 102 ae permit a nonoccupant. owner of a home financed under 


section, 203 of the National Housing Act to receive the same maximum mortgage - 


amount as an-owner-occupant receiyes,. rather than only-85 percent thereof, as 
provided by existing law. The stated purpose’of this change is to assist in the 
financing of new .homes..by enabling sellers to place higher’ mortgages on old 
houses they ac ‘cept in trade. Development builders could also place -higher 
mortgages on new homes. In both cases; the moftgage amount would have to 
be reduced by at least 15 percent at the end of 18 months unless the property 
had previously been sold to an owner-occupant. While the agency explanation 


States that the 15 percent would be’ held in escrow, -the section a& written provides , ‘ 


only for the mortgagor and mortgagee to “assume responsibility in a manner 
satisfactory to the Commissioner” for. reduction of the mortgage by this! amount. 


We recommend that the language of the section be changed:to require the 15 _ 
percent to be held in escrow by the mortgagee until the-expiration of 18 months . 


or until an owner-occupant assumes the mortgage. 


. for changes in existing law applicable to those programs, such as-increases in .- 


+ 


Section 103 would delete the provisions of section 207 concerning rental housing » 


for elderly persons and create a new section 229 for this program. Among the - 
changes to the present law proposed by section 103 are deletion of the “economic~ 


soundness” determination and substitution of the term, “dwelling unit” for 

‘family unit.”. 

Elimination of the existing requirement i a determination of ‘the’ economic 
soundness of insured projects increases the Government’s ‘insurance hazard. 
Should this change be adopted, the committee may wish to consider the desir- 
ability of charging a higher, insurance. premium than that aeeEeR under the 


section 207 program. 


The agency analysis states that the term “family unit” in existing law has 
created some misunderstanding with respect to housing accommodations for the 
elderly which do not contain individual cooking facilities or bath....For’ this 
reason the:proposed new section 229 would. Substitute the term “dwelling unit” 


‘in establishing mortgage ceilings. We have no comment‘ on the proposed change 


in terminology, but wish to call the committee’s attention to the probability that 


_ dwelling units designed for single elderly oon will have fewer rodms than 


the usual “family unit.”. A ceiling of $8,100 for’a dwelling unit which does not 
include a kitchen or bath would seem to be‘disproportionate to a ceiling of $8,100 
for a family unit which has these facilities. 

Section -105 would provide that the.50-percent increase in the various mortgage 
ceilings of the. National Housing Act which is permitted ‘by ‘section 214 of the 
act in the case of housing in Alaska, Guam, and Hawaii would be applicable 
to the high-cost-area ceilings as well as ‘to the normal ceilings. The illustration 
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, 


given in the agency explanation covers the effect of the increase only in the case 
of section 221 projects. The following table compares the effect of the 50-percent 
increase on section 221, which has a per-unit limitation, with its effect on sections 
207, 213, and 220, where the number of rooms would determine the maximum 
amouat of the insurable mortgage. 

















| Mortgage limit | 
General | ee ree sees 
Sections of the act | Mortgagelimit | high cost | mortgage || ‘| Resulting 
allowance limit | 150 percerit | 150 percent differences 
of original | of high cost | 
| | ceiling ceiling 
(eects eesti ennai cesarean | a ej —————Eeeee 
207, 213, and 220....... $2,250 per | $1,000 | $3, 250 | $3, 375 $4, 875 | $1,500 per 
room. otal room. 
is. cruzi... .zcite: $9,000 per unit. 1,000} 10, 000°| 13, 500 | 15,000 | $1,500 per unit. 
rrdsi--diirneeeet Bi sai--a-e) 3,000 | 112, 000 | 


13, 500 18, 000 $4,500 per unit. 





1 Limitation proposed in legislation under consideration. 


Section 106 would automatically increase FHA’s insurance authority by $3 
billion during each of the next 5 fiscal years. The Agency explanation states. this 
is designed to allow FHA and the home building industry to operate during that 
period without needless interruption or uncertainty concerning the availability of 
authorization. The explanation states that Congress would be relieved of the 
necessity to review and act on authorization requirements virtually every. year. 
In the interest of ‘retaining ‘effective congressional control over -this important 
program, we strongly. believe that it would be preferable to have congressional 
review-and specific approval for each increase in FHA’s insurance authorizations. 

Section 109 would make certain amendments to section 221 of the National 
Housing Act, which covers the urban renewal relocation housing program. The 
first amendment would remove the condition in the existing law that insurance 
for relocation housing is available only in those localities or communities which 
request it. In the agency analysis it is.stated that no other FHA prograin has 
a similar requirement. While this statement.is true it .does not take into 
consideration the fact that’ the section 221 program is intended to accommodate 
a special need ‘of local communities and to supplement the regular housing 
programs. In view of the special nature of the. program, there may be some 
question whether section..221 housing was intended to be constructed if local 
communities did not desire such housing. 

With respect.to the proposed increase from $10,000 to $12,000 per family unit 
in the statutory ceiling for high cost areas, we wish to call the committee’s atten- 
tion to the fact that section 221 housing is. meant for families displaced from 
urban ‘renewal areas. Many of these families will not be able to pay high 
sales prices or rents. 

The éffect: of various mortgage ceilings on a mortgagor’s probable monthly 
housing expense is shown by the following table. 


Mortgage amount 





| 
Original Present Proposed 
| ceiling high cost high cost 
$9,000 ceiling ceiling 
$10,000 $12,000 
Principal and interest _- ‘. ae ee Rp ae Le i $44. 91 $49. 90 $62, 52 
Mortgage insurance premium.- OE Se ee Sere ntl 3. 74 | 4.16 4. 98 
NT en ee eee oe ot 2.00 | 2. 25 2. 50 
WE AE one hide ad sietn otek ta bb giivcbwebdswd onaec cual 10. 00 | 11. 00 12. 00 
Maintenance and repairs..-............-..!..-.-------------- .| 8. 00 8. 00 5. 00 
| I ek eS SSanpaaietegrat! 16. 00 | 16. 50 | 14. 50 
Total monthly housing expense. __.._.__-- 34 84. 65, | “91, 81. | hy 101. 50 
Family income required, as estimated by 1 FHA office.__.___- fe "3, 0: 02 50 | ray 3, 300 r 400 


Ratio of annual housing expense to income (percent) ...._.-.-- | 3314) 3344) 28 
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To illustrate the effect on rentals of various mortgage ceilings, we computed 
hypothetical rentals on the basis of an actual section 221 project. With a 
$9,000 mortgage, rentals would be $90 a month; with a $10,000 mortgage, $100 a 
month ; and with a $12,000 mortgage, $120 a month. 

Thus, while the proposed increase in maximum mortgage insurance might ° 
tend to increase construction of section.221 housing, it is doubtful that it would 


, provide housing which the majority of displaced families could afford to buy or 


rent. 

Under existing law, only nonprofit organizations are eligible for FHA mortgage 
insurance on. rental housing under section 221. Section 109 proposes to extend 
mortgage insurance to rental housing built for profit, with a reduction in the 
mortgage ceiling ratio from 100 to 95 percent. In view of the permissible 40- 
year mortgage period, we suggest that consideration be given to.requiring a cash 
equity and to reducing the mortgage ceiling ratio below-95 percent. 

Section 112 would increase the maximum interest rate on Capehart housing 
mortgages to 5 percent and the maximum maturity of such mortgages from ‘25 
to 30 years. It is noted that the maximum interest rate was increased from 
4 to 4% percent effective April 1, 1958, by Public Law 85-364. Since the military 


. department assumes responsibility for mortgage payments after construction, 


the proposed increase in interest would be borne by the Government. The pur- 
pose of the proposed increase in the mortgage maturity, apparently -is to offset 
the increase in amortization payments that would result from an increase in 
the interest rate. 

TITLE II—FNMA 


We have no comments on the changes proposed by sections 201 and 203 of 8. 
3399. We favor enactment of section 202, which would, remove the existing 
requirement that FNMA pay no less than par for special.assistancé mortgages 
it purchases. 

TITLE III—URBAN RENEWAL 


Section 302-would increase the amounts of obligational authority for, capital 
grants for urban renewal projects by $1,300 million over the next 6 years, while 
gradually reducing the Federal grant participation in such projects from 66% 
to 50 percent by July 1, 1961. In the interests of effective congressional control 
over the program, we do not favor such an increase in obligational authority for 
5 years in advance. We have’‘no comment on the reduction of ‘Federal partic- 
ipation in the cost of planning and construction. We favor enactment of section 
302 (d) (2) of 8S. 33899 which provides for repayment to the Treasury of uncol- 
lectible planning advances. 

Section 305 would permit loans for urban renewal projects, other than open 
land projects, which are not predominantly residential in character. The stated 
purpose of the change is to enable the undertaking of commercial and industrial 
type urban renewal projects.. The net effect of the proposed section probably 
would reduce the amount of temporary loan funds available for residential 
urban renewal programs. We note that open land projects are excluded from 
eligibility for such loans by the parenthetical phrase on page 24, lines. 1 and 2, 
of 8. 3399. We are not sure whether predominantly open land was also intended 
to be excluded. If so, we suggest the use of the phrase “open or predominantly 
open land.” Also, while the section places a limit of $150 million on the aggregate 
amount of outstanding refunding loans,, no limit is placed on the amount of 
temporary loans which may be outstanding. 

Section 306 would fix the date for determination of the interest rate to be 
charged on urban renewal project loans and advances. We favor this change 
in the interests of uniformity. 


TITLE IV—-LOW-RENT HOUSING 


Section 401 would make changes in the existing requirements of: eligibility for 
admission and continued occupancy of low-rent housing and in the computation 
of family income for rental purposes. It would appear that the proposed changes 
would result in an overall increase in rental revenues and in a reduction in 
annual Federal contributions. 
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Section 403 would permit the disposal of some 3 to 7 PWA projects to other 
than a local public agency. In view of the relatively few projects involved, we 
have no comments on the proposed section other than.to suggest that your com- 
mittee may wish to impose some statutory restrictions as to price, future rentals, 
and preference to low-income purchasers. 


TITLE V—COLLEGE HOUSING 


Section 501 amends existing law to vest more discretion in the Housing Ad- 
ministrator in determining the eligibility of educational institutions for loans 
because of the nonavailability of private financing. [Existing law: permits loans 
whenever the institution cannot obtain private loans on terms equally as favor- 
able as those available under the Federal direct loan program. The proposed 
change ‘would vest discretion in the Administrator to determine whether avail- 
able private financi1tig was reasonable and consistent with the purposes of the col- 
lege housing laws. The net effect of the change may be to reduce direct loans, 
although the effect of this reduction might be offset soméwhat by the guaranty 
loan program proposed to be established by sections 505-509 of S. 3399. 

Sections 502 and 504 would change existing law to provide for the payment of 
interest on funds borrowed for the program from the Treasury at a rate which 
takes into consideration the current average market yields on Government obli- 
gations of comparable maturities, rather than the average rate on all Federal 
obligations at the end of the preceding fiscal year. We recommend enactment of 
this section. 

Sections 505 through 509 would establish.a new program providing for Federal 
guaranties of bonds issued by educational institutions to fihance housing and 
other educational facilities, provided the income from such bonds is subject to 
Federal taxation. It is further proposed to establish a college housing guaranty 
funil in connection with.the administration of the program. ‘The establishment 
of such a. program is,a matter for congressional détermination as to which we 
express no opinion.’ However, we do not favor the creation of a separate fund 
with authority to invest excess money in Government securities. Under the urban 
renewal program the Government makes direct loans and also.guarantees loans. 
That program is administered through the use of one revolving fund.. We see 
no -reason why the'existing college housing loan .fund could not be used for the 
operations of, both the college housing loan and guaranty programs. 


TITLE VI—MISCELLANEOUS 


Section 601 would permit the Administrator to use funds from the revolving 
fund established by section 702 of the. Housing Act of 1954, subject to a limitation 
of $50,000 during any fiscal year, to conduct surveys. of planning and estimated 
requirements for State and loeal public works. The provision of funds for this 
purpose through regular annual appropriations would enable the Congress to 
review and evaluate the need for such surveys when requested. 

The foregoing completes our comments on 8. 3399. We wish to direct the com- 
mittee’s attention to the disparities existing in maximum mortgage amounts 
under various multifamily housing programs. We believe the committee well 
might consider the desirability of establishing greater uniformity in the mortgage 
ceilings under these programs. ‘The table attached hereto shows the maximum 
insurable mortgage amounts in high cost areas for nonelevator and élevator type 
units with from 1 to 5 rooms under the regular section 207 program, the section 
213 cooperative program both veteran and nonveteran, the section 220 urban re- 
newal site program, the section 221 urban renewal relocation program with the 
new. high-cost area -ceiling proposed -by S. 3399, and the section 229 housing for 
the elderly program proposed by S. 3399. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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Mavimum insurable mortgage amounts for multifamily housing in high cost areas 





Sec. 213 cooperative Sec. 220 | Sec, 221 Sec. 229 





Sec. 207 program urban urban housing for 
regular renewal renewal elderly 
program site relocation | program ! 
Veteran |Nonveteran| program | program ! 
dia neat cagstaieiaieanen ehantetiitimn aia ates teal tiene gion! aeiad 
Nonelevator type: > 
SEs. acti Sowannnitiond $9, 100 $8, 550 $8, 100 $9, 100 $12, 000 $9, 100 
10, 100 8, 550 8, 100 10, 100 12, 000 10, 100 
11, 100 8, 550 8, 100 11, 100 12, 000 11, 100 
11, 600 8, 550 8, 100 11, 600 12, 000 - 11,600 
13, 000 13, 500 13, 000 13, 000 12, 000 12, 100 
16, 250 16, 875 16, 250, 16, 250 * 12, 000 13, 100 
9, 400 8, 900 8, 400 9, 400 12, 000 9, 400 
10, 400 8, 900 8, 400 10, 400 12, 000 10, 400 
11, 400 8, 900 8, 400 11, 400 12, 000 11, 400 
11, 900 8, 900 8, 400 11, 900 12, 000 11, 900 
14, 800 15, 400 14, 800 14, 800 12, 000 * 12,400 
18, 500 19, 








, 250 18, 500 18, 500 12, 000 13, 400 


1As proposed by 8. 3399. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 16, 1958. 
Hon. J: W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate. 

DEAR: Mr. CHAIRMAN: Reference is made to. your letter of March 24, 1958, re- 
questing our views on S8. 3484, a bill to amend section 404 of the Housing Amend- 
ments of 1955. 

Section 404 of the Housing Amendments of 1955, as amended by: the Housing 
Acts of 1956 and 1957 °(70 Stat. 1111 and 71 Stat. 303), now permits the Secretary 
of Defense, under section “404: (a), to acquire Wherry. housing projects for 
assignment .as public quarters to military personnel, and, under section 404 (b), 
requires the acquisition of Wherry projects located at or near a-military in- 
stallation where the construction of housing undef the Capehart Act has been 
approved. 

S. 3484, if enacted, would ‘broaden sections 404 (a) and 404 (b) of the Housing 
Amendments of 1955 to permit the acquisition of. multi-family housing financed 
with mortgages insured under section 207 of the National Housing Act in addi- 
tion’ to Wherry housing, and to compel its acquisition where it (1) is adjacent 
to'a military ,installation, (2) was. completed prior to July-1, 1952, (3) was 
certified by.the Department of Defense, prior. to: construction, as necessary to 
meet.a then’ existing military family housing need, and (4)° was considered 
as military housing by the Federal Housing Commissioner. 

The applicability of S. 3484 to housing insured under section 207 of. the 
National Housing Act which is situated adjacent to a military installation-is 
self-explanatory. The reasons are not,so clear for restriction of its applicability 
to housing meeting the additional requirements enumerated:above. -Wé do not 


. know the ‘significance of the July 1,.1952, completion date. With respect to the 


certification by the Department of: Defense, itis our understanding that such 
certifications were not required-by nor given under any’ law or regulation, but 


“were issued in indiyidual cases to assist the builder in securing.FHA approval 


of mortgage.insurance. Presumably, the issuance of. such certificates could be 
argued to impose some moral obligation, on’ the Defense Department not. to 
undertake the construction ofcompeting Capehart: housing nearby.. However, 


_we do. not know whether uniform criteria w. ere applied in the issuance of such 


certifications, and it is therefore possible that, S. 3484 might discriminate against 
owners of section 207 projects whose position’ is otherwise equally. meritorious 
but who did not secure a certification. 

On the basis of such information as we have been.able to obtain, the effect 
of S. 3484 would be quite selective. We have knowledge of only:two section 207 
projects to which S. 3484 would ‘be applicable. One of these is a°20-unit project 
in Tennessee near a military installation where no Capehart housing has been 
approved. Its acquisition, therefore, would not be compulsory. The other is a 
300-unit project in Albany, Ga.,’ adjacent to a military installatton at which 
approval has been given for a 160 unit and a 200. unit Capehart project: Acquisi- 
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tion of the existing section 207 project would therefore be compulsory under 
8. 3484. That project had an original mortgage of $1,860,000 and has been about 
30 percent vacant. We have no knowledge as to the possible reasons for the 
high vacancy rate. 

The problem of competition between Capehart and other housing near military 
installations is not restricted to section 207. projects. The United States has a 
definite financial interest in all properties covered by mortgages which it has 
insured. To the extent that construction of Capehart housing results in lower 
occupancy rates at other properties whose mortgages are insured by the United 
States and thus endangers the solvency of such properties, it is detrimental to 
the Government’s interest. While it is important that adequate housing be 
available for personnel stationed at military posts, it is also important that 
maximum use be made of existing housing with Government-insured mortgages, 
at or near military installations -before construction of additional. Capehart 
housing is undertaken. In this connection, it may be noted that the military 
departments are authorized by section 509 of Public. Law 161, 84th ‘Congress 
(69 Stat. 351),-to purchase housing units located near military installations, 
where such housing is covered by mortgage insurance under titles VI or IX of the 
National Housing Act. However, purchase of such housing is not compulsory. 

It is our belief that it would be preferable to consider legislation dealing with 
the problem as a whole, rather than on.a piecemeal basis. For this and -the 
other reasons given above, we do. not recommend favorable consideration of 
8. 3484. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller’ General of the United States. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, April:24, 1958. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate. 

Dearg Mr. CHAIRMAN: Reference is made to your letter dated March 25, 1958, 
requesting Our comments on S. 3548. 

The bill S. 3548 would: authorize an additional $500 million in capital grant 
authority for urban renewal projects under title I of the Housing Act of 1949. 
As of March 31, 1958, the Administrator of the Housing and Home Finance Agency 
had available but unused capital:grant authority of about $45,700,000. The 
Bureau of the Budget apportioned an additional $50 million on April 1, 1958, and 
still had not apportioned some $54,400,000 of capital grant authority authorized 
by the Congress. The President also has $100, million of capital grant authority 
available under the conditions of section 103 of the Housing Act of 1949, as 
amended, which has not been made available to:the Administrator. It is our 
understanding that only $1,100 million of the total capital grant authority had 
been ‘reserved as of March 31, 1958, and of this amount only $382 million repre- 
sents actual loan and grant contracts and the remainder of $718 million repre- 
sents reservations for approved applications. On the basis of experience it is 
probable that not all of these reservations will reach the contract stage. Thus, 
as of. April 1, 1958, of the $1,350 million of capital grant authority already author- 
ized by the Congress which was or could he made available to the Administrator, 
about $250 million was unused. 

As.of July 1, 1957, there were on hand: for processing applications totaling 
$185,500,000. For the 9 months ended March 31, 1958, the total of applications 
received was $436,400,000. During this same period the total of applications 
approved was $250,800,000 and the:total of those rejected was $161,300,000. As 
of March 31, 1958, therefore, there were on hand for processing applications 
totaling $209,800,000.. From experience it is probable that a substantial number 
of these applications will be rejected. Because of the existing unused capital 
grant authority we question the necessity of. authorizing an additional $500 
million in one amount. In this connection, it may be noted that S. 3399, now 
before your committee, proposes an increase of $1,300 million in such authority 
of which only $200 million would be available for the coming fiscal year. 

Section 2 of 8S. 3548 appears to be intended to encourage the hiring of additional 
personnel to expedite the processing of applications expected to result from the 
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accelerated program contemplated by the bill. It should be noted that an increase 
in funds for salaries and expenses for the fiscal year 1959 from $4,709,000 to 
$6 million for urban renewal activities has already been approved by the Com- 
mittee on Appropriations, House of Representatives. If this increase receives 
final approval, it may be expected to result in an increase of from 605 to some’770 
employees engaged in urban renewal activities. Such an increase. well might be 
sufficient to take care of increased activity in this program forthe coming fiscal 
ear. 
r For the reasons stated above, we do not recommend favorable action on S. 3548. 
Sincerely yours, 
JOSEPH CAMPBELL,. 
Comptroller General of the United States. 


Senator SparkmMAN. We have a statement by Senator Payne of 
Maine, which will be made a part of the record.at this point. 
(The statement referred to follows :) 


STATEMENT OF FREDERICK G. PAYNE, A UNITED STATES SENATOR FROM: THE STATE 
OF MAINE 


We are dealing here today with a matter of the utmost importance to any 
modern and progressive’ nation—the state of its housing. The-expression “a 
roof over one’s, head” and “ta man’s home is-his castle” ‘aré. probably very. trite, 
but this nevertheless does not detract from the truth of these, expressions. 
Housing is, like food and water, a necessity of life, and this Nation has long 


_recognized ‘this fact. For many years.Congress has authorized: appropriations 


to permit the Federal Government to share some of the burden and responsibility 


‘ for adequate housing. This has been necessary, because evidence shows that 


private individuals, and local and’ State governments alone are unable.to provide °. 


‘all that is necessary by way of adequate housing needed in a nation which desires 
all of its population te ehjoy a proper standard -of living. For this reason, the 


Federal Government has undertaken a number of programs designed: to supple- 
ment the efforts of private enterprise and those of local and, State governments. 

The hearings on which we are embarking today mark another step in -the™ 
Nation’s' efforts to improve these various programs. This year, however, .thesé 
hearings: take on added importance in view of the current state of-our economy. 
Housing and related programs have proven to be valuable weapons in the past 
in combating economic recessions. Today they are again serving the Nation in 
this capacity, .and our action in this subcommittee will determine their future 
status. The administration is making full-use of our housing programs. It is, 
now'up to Congress to make certain that they be allowed to- continue effectively 
into the future. 

Since late December the administration has released more than $450 million 
for direct. and indirect support of housing programs. Requirements for’ FHA 
mortgage insurance have been eased considerably during this same’period. The’ 
President has ordered that the processing of applications for mortgage insurance 
as well. as urban renewal funds be accelerated.. The.purpose of each of these. 
decisions by the President .is to alleviate the current unemployment problem by 
stimulating. home-construction and slum-clearance projects. “This is what the 
administration has done to make housing serve as an antirecession program’ as 
well as one of great value to improve the living standards of the Nation. 

Likewise Congress has moved ahead along these same lines.. The emergency 
housing bill, signed by the President last month, is already increasing the amount, 
of. funds available for: home: construction. . Both administration and congres- 
sional moves, therefore, should stimulate new home construction and should 
spark employment thrceughout the Nation, since the demand for housing is still 
high and only awaits more reasonable financing opportunities in: order to be 
Satisfied. .Home building affects probably more facets of. a nation’s economy 
than any other industry. It involves ‘the labor of both skilled and unskilled 
workers. Beyond that it effects the transportation industry and the vast number 
of workers employed by the building supply industries. Appliance and furniture 
workers are also involved. In other words, housing is a basic industry: affecting 
innumerable other segments of the economy. For this reason its contributions 
ina period of economic slump are of great value. 

During the course of these hearings, the Housing Subcommittee will proceed 
with the study of additional housing legislation to aid not only the economy but 
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to benefit the well-being of millions of our citizens through improved living 
conditions. Among the more important subjects to be covered during these hear- 
ings will be the housing needs of our senior citizens. Americans of 65 years 
of age and over are rapidly becoming a greater and greater percentage of our 
total population, and it is incumbent upon this subcommittee to prepare legis- 
lation to meet their specific housing needs. The first step in this direction was 
taken in 1956 when-housing amendments tailored tothe requirements of our 
elderly citizens which I proposed were originally enacted. The elderly: housing 
program must be continued and I shall fully support sound legislative proposals 
to provide for better housing for this important segment of our population. 

Emphasis in these hearings will probably be placed also on the problems of 
urban renewal and.its related programs. Urban renewal has come of age and 
is ready to take a stronger-and more permanent ‘position in the wide scope of 
Federal housing activity. Since its inception some 9 years ago, it has grown 
and developed as a program until today more than 200 cities from coast to coast 
are participating and an even greater number of cities have renewal projects 
in the early planning stages. The value of urban renewal cannot. for a moment 
be doubted. One has only to.look at thé accomplishments in Philadelphia and 
Chicago to realize the enormous returns which this program offers to cities, both 
in the form of increased property valuations and, more important, in the better 
living conditions it provides their citizens. Medium-sized cities are now coming 
into. the program in increasing numbers. .I am, for example, extremely proud 
of the achievements made by Portland, Maine. There, 1 project is in the process 
of.completion and 2 others are in the planning stage. 

Extension and improvement of the urban-renewal programs should be the goals 
of this subcommittee’s legislative activity. in the urban-renewal field this year. 
With this in mind I have introduced two bills which are aimed at rounding out 
the prograni. 

S. 3064 is designed to help meet the pressing relocation problem encountered 
in ‘many medium-sized cities, such as Portland. This bill was, in fact, first rec- 
ommended by officials of the Portland Slum Clearance and Redevelopment Au- 
thority. It would extend the liberal. mortgage insurance provisions of section 
221 to include 2-,,3-, and 4-family dwellings. It requires that the owner must be 
an occupant of one of the family units; and the remaining units to be allotted to 
similarly dislocated families. The bill would permit, therefore, more effective 
utilization of provisions in section 221-in areas where it is desirable to use existing 
multifamily dwellings. 

Section 221, originally designed to aid relocation of families forced to move 
as.a result of urban. renewal activities, now allows these families to be relocated 
only in single-family dwelling or in cooperative structures of 10 or more units. 
The bill I have introduced would be especially valuable in medium and smaller 
sized cities where tlie relatively small humber of families to be relocated makes 
large housing developments uneconomical. , The provisions of this bill were in- 
corporated into the omnibus housing bill approved by the Senate last year but 
were deleted in conference. ‘It is hoped that this year it will be enacted into law. 

The second bill which I have introduced is Senate Joint. Resolution 153 to 
extend the. benefits of the Federal urban renewal program to those localities 
which,.for reasons of their small size, have been unable to undertake their own 
projects. Because'of the high cost of establishing and maintaining a local urban 
renewal authority as prescribed by law, most small cities and towns have been 
unable to participate in the urban renewal program. I know this to be a fact 
in Maine where several such localities evidenced a great deal of initial enthusiasm 
in the program but'lost interest when faced by the size of the outlays needed 
to administer the program. 

To. meet this need, urban renewal legislation and procedures must be modified. 
Specifically, title I should be modified in- order to permit the establishment of 
urban redevelopment and renewal authorities on the State level—authorities 
which could then act in behalf of the smaller cities and towns desiring urban 
renewal programs... The approval of these communities would be required, but 
thereafter the State agency could take over the planning and administrative 
work necessary to begin and carry through the urban renewal projects. The 
overall economies which could be realized by a statewide urban renewal authority 
are obvious, and yet such an agency would be close enough to the local situation 
to evaluate properly the requirements of each community in the program. In 
a State such as Maine where. the population is predominantly located in smaller 
ene this improvement in urban renewal legislation would be particularly 
valuable. 
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Both of my proposals are aimed at perfecting the urban renewal program in 
order that it might more adequately accomplish the task of eliminating urban 
blight and slums throughout the Nation. No nation with our resources, should 
permit such conditions ‘to exist. Their adverse social, psychological, and eco- 
nomic effects on our. people cannot be tolerated in these times when, with con- 
certed effort, something can be done to eliminate them. The need for sound 
housing legislation is still great, and I am certain that these hearings will 
contribute to the development of such legislation this year. 

Senator SparKMAN. We are delighted to have the: officials of the 
Housing and Home Finance Agency and the Federal Housing Ad- 
ministration before us first this morning inthe person of our long-time 
friend, Mr. Albert Cole, arid our good friend, Mr. Mason. 

I want to say to both of you that I greatly appreciate the fine co- 
operation you have always shown us, not only in these hearings but 
in the administration of the housing program. I wéleome you before 
the subcommittee again. 

At this time I call on Mr. Cole. 


STATEMENT OF ALBERT M. COLE, ADMINISTRATOR, HOUSING AND 
HOME FINANCE AGENCY 


Mr. Cotz. Thank you very much, Mr. Chairman. 

Mr. Chairman and members of the committee, [ apprecjate the op- 
portunity to present the views of the Housing and Home Finance 
Agency on the housing legislation. being considered by your committee 
today. 

The proposals of the administration are contained in S. 3399,.re- 
ferred to as the housing bill of 1958, and S. 3398, relating to one phase 
of FNMA oper ations, I have been authorized to advise that these 
bills, and amendments we will discuss, are in accord with the. pro- 
gram of the President. The bills would provide legislation necessary 
to expand, or continue, or more effectively carry out, programs of 
the Housing and Home Finance Agency for ‘the provision and -im- 
provement of housing and for the removal and. prevention: of slumis 
and blight. These interrelated programs haye the common objective 
of prov ‘iding adequate housing in suitable neighborhoods for all per- 
sons in communities throughout our countty, 

The programs also have a vital effect on our entire national'economy. 
The residential construction industry is itself ‘a major industry, and 
it directly affects not only the producers and manufacturers of lumber 
and brick and electrical and heating equipment, and countless other 
products which enter into the construction of a home, but also hun- 
dreds of other industries and trades which supply homefurnishings 
and services and which depend for an important share of their business 
on continued residential construction. 

Programs of each of the five constituent organizations of our Agency 
are dealt with in S. 3399. Following my general observations on each 
title, I would like, if agreeable to your committee, to have'the head 
of the constituent involved give a detailed statement of the views. of 
the Housing and Home Finance Agency on the provisions in that 
title. I will then be available, with him, tO answer questioris en those 
provisions or on the programs of the constituent. The: provisions of 
S. 3398 will be discussed in connection with title II of S. 3399, as both 
relate to FNMA operations. 
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TITLE I—FHA MORTGAGE INSURANCE 


Title I of S. 3399 relates to the mortgage insurance operations of 
the FHA. Mr. Norman Mason, the Federal Housing Commissioner, 
is With me at the witness table. 


INSURANCE AUTHORIZATION 


One of the sections contained in this title would provide for an 
adjustment, at the beginning of each of the next 5 fiscal years, of 
the. general mortgage insurance authorization which covers all FHA 
programs except the property repair, and improvement program 
under title I of the National Housing Act, and the armed services 
rental housing program under title VIII of that act. Under this 
provision of the bill, authorization ‘sufficient for $3 billion of new 
imsurance would be made available for use during each of the 5 years. 
This sum would be in ‘addition to authorization becoming available 
during each year as outstanding insurance and commitments to 
insure are reduced through amortization or prepayment of mortgages 
or through the expiration of the commitments. However, any un- 
used amount of the old authorization would lapse at the end of each 
of the 5 fiscal years, except 1963. 

Since the introduction of S. 3399, there has been a substantial in- 
crease in the utilization of the existing insurance authorization, and 
it is estimated that it may be exhausted early next month. Therefore, 
we have sent to the Congress a proposed joint resolution to increase 
the authorization by $4 billion, which is the amount now estimated 
to be necessary to permit continuation of FHA operations through 
the next fiscal year. The immediate enactment of this joint resolu- 
tion is recommended. The recent increase in the utilization of the 
authorization has also caused us to revise our estimates of the amounts 
needed for subsequent fiscal years. It is accordingly recommended 
that the provisions of S. 3399 I have just mentioned be changed 
to provide $4 billion of insurance authorization for each of the 4 
fiscal years following next year. 

The Federal Housing Commissioner is prepared to discuss the 
status of the general mortgage insurance authorization, and _ its 
probable future utilization. However, I would like to comment 
briefly on our reason for proposing an annual adjustment of the 
insurance authorization during a period of years. We believe that 
this approach will allow the building industry to operate during that 
period without the risk of needless interruption and uncertainty 
concerning the availability of authorization. For the same reason, 
the Congress, in 1950, provided a 5-year insurance authorization for 
FHA/’s property repair and improvement program. In 1956, a 3- 
year authorization was enacted for that program. Similarly, the 
‘vapital grant authorization for the urban redevelopment program 
was enacted in 1949 for a 5-year period, and we are now proposing 
in this bill that additional capital grant funds for urban renewal be 
made available for a 6-year period. In the case of all these programs, 
there is nothing which would preclude the Congress from increasing 
or reducing any uncommitted authorization prior to the end of the 
several-year period in order to meet changing conditions. 
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MORTGAGE CEILING 


Other provisions of this title would increase to $30,000 the maxi- - 
mum mortgage amount for a 1-, 2-, or 3-family dwelling: financed 
under FHA’s sales-housing programs. The law now provides a 
$20,000 mortgage ceiling for a-1- or 2-family dwelling and $27,500 

mortgage ceiling for a 3-family dwelling. ‘The purpose. of this 
change is to permit tle FHA ‘to serve the entire normal rafge of 
homes requiring mortgage financing. FHA operations have always 
been concentrated in low and medium price ranges. -For example, 
only 12.1 percent of new one-family homes assisted by the FHA in 
1957 under its regular sales-housing program’ involved mortgage 
amounts of $15,000 or more. 

Under the proposed amendment, the bulk of FHA. assistance will 
continue to be in the field of low- and medium- priced homes. -How- 
ever, the amendment is desirable in order that the program may 
adequately cover homes in higher cost areas, homes. which are espe- 
cially suitable for large families, and those which contain the addi- 
tional space and improvements frequently demanded on today’s 
market. 

The $16,000 loan maximum which was established under the orig- 
inal National Housing Act in 1934 was ample for almost all one- 
family home mortgages. Since then, construction costs have been 
more than tripled, but the mortgaage ceiling for a one-family house 
has been raised by only 25 percent. In metropolitan areas, as many 
as 1 out of every 5 new homes are now estimated to be above the 
$22,850 valuation which is necessary for a maximum $20,000: FHA- 
insured mortgage. Thus, an increase in the mortgage ceiling is 
needed if the FHA program is to cover this segment “of the housing 
market adequately. 


INTEREST RATE CONSISTENCY 


The title contains provisions relating to maximum interest rates for 
rental housing and cooperative housing mortgages insured by the 
FHA to provide consistency with such rates for sales housing. Proj- 
ect-type housing typically commands lower interest rates than sales 
housing The lower rate reflects the relatively lower costs, in relation 
to the interest payments received, of originating and serviceing the 
project mortgages. However, such administrative sav ings simply do 
not warrant the interest rate spread of three-fourths of 1 percent 
which now prevails as a result of limitations in the law. 

The maximum statutory interest rate for all FHA sales-housing 
programs is 5 percent, or such higher rate, not over 6, as the Feder al 
Housing Commissioner finds necessary to meet the mortgage market. 
By regul: ition, the maximum interest rate for all FHA sales-housing 
programs has been established at 514 percent. In the case of project- 
type mortgages insured under the 1 eqular rental housing program and 
the cooperativ e housing program of the FH A, the mi iximum statutory 

‘ate is only 414 percent. Despite the recent easing in interest r: ates 
generally, this maximum is still too low to attract adequ: ite amounts of 
private ¢ apital. The noncompetitive rate has undoubtedly prevented 
the production of many thousands of units of rental ‘housing or 
apartment-type cooperative housing needed by families who are not in 
a position to purchase their own homes or who live in areas where it is 
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not feasible to build single-family dwellings for individuals owner- 


shi 

For these reasons, I strongly recommend the enactment of provisions 
in the title which would change the statutory interest rate ceiling for 
these two classes of mortgages to 54 percent. The 1 percent increase 
is desirable in order to permit a reasonable degree of flexibility for 
meeting future conditions 'as they may change from time to time. 
However, the ceiling which would be established for these mortgages 
under FHA regulations would, of course, be lower than that estab- 
lished for sales- “housing programs. 

The bill would also correct a discrepancy in the interest rate struc- 
ture. Under the cooperative housing provisions of the National 
Housing Act, it is possible for a cooperative organization to construct 
single- -family homes for transfer to its members. As title to each 
completed home is transferred to individual ownership, the property 
is released from the lien of the project mortgage, and a new separate 
mortgage is placed on the house. “Although ‘this new mortgage in all 
relevant respects resembles an FHA sales-type mor tgage, under the 
law as now written, the interest rate may not exceed 5 percent. This 
ceiling is one point less than the statutory ceiling and one-quarter 
point less than the regulatory ceiling applicable to all FHA sales- 
hentia programs, including special programs for servicemen, for 
persons displaced from urban renewal areas, and for essential civilian 
employees at military research or development installations. The bill 
would correct this deficiency in the law by providing the same interest 

rate ceiling for individual harms mortgages insured under section 213 
ef the National Housing Act as is now “applic able to all FHA-insured, 
sales-housing mortgages. 

These interest rate provisions should make possible a substantial 
increase in activity under. FHA’s cooperative housing and rental hous- 
ing programs, including the special rental housing program for elderly 
persons. 

RELOCATION HOUSING 


Title I of the bill would make several changes in the FHA’s mort- 
gage insurance program under section 221 of the National Housing 
Act, relating to both sales and rental housing for families displaced 
from their homes by urban renewal activities or other governmental 
activities such as highway construction or code enforcement. One 
change would eliminate the requirement that the community in which 
the housing is to be located must make a formal request that the section 
221 program be made available. No other special FHA program, 
such as housing for the elderly or for servicemen, or the cooperative 
housing program, has a similar requirement. 

Communities which need and are eligible for section 221 housing 
will generally-request it as a matter of routine, so that the procedural 
requirement in those cases serves no substantial purpose. In some 

vases the requirement proves to be troublesome, as when the displace- 
ment occurs in’ 1 or.2 jurisdictions, but there are 6 or 7 jurisdic- 
tions within the same metropolitan area. There may be no way of 
knowing in advance in which of these jurisdictions private builders 
will choose sites for the housing: Each of the several communities 
then tends to.delay making an official request before builder interest 
is shown and the builders tend to delay seeking sites before the official 
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requests are made. Removal of the requirement would, of course, in 


-no way affect the usual controls which any community may exercise, 


through zoning ordinances or building codes, over the type of housing 
which it will permit to be built within its own borders. © / 

Another change’ would broaden the section 221. program so that 
rental housing could be produced under it by builders for-profit. At 
present, only. nonprofit organizations may: sponsor section 221 rental 
housing. - Under title I of the bill, the mortgage ceiling applicable 


to rental projects built for profit would be 95 percent of the value 


of the property, instead of 100 percent as. presently permitted for 
nonprofit organizations. The builders would be’ required to give cost 
certifications with respect to the housing, and the mortgages would not 
exceed. 95 percent of the actual cost. The mortgagor corporations 
would. be regulated as to. rents, capital structures, and rate of return; 
as are builders of other FELA-aided rental housing. 

The change should greatly assist in relocating many displaced 
families. As your committee knows, relocation is one of the most diffi- - 
cult and urgent problems in the.entire urban renewal.program. It is 
estimated that in 3 years about 83,000 families will be displaced 
from urban renewal areas and about 247,000 families will be displaced 
as a result of all Federal, State, and local government programs, in- 
cluding urban renewal and highway programs. On the basis of our’ 
earlier experience, 3 out of every 4:displaced families, because of 
low income, or the high cost of land in the neighborhoods where they 
wish to live, or other factors, will want to rent dwellings, rather than. 
buy their own homes. 

Present FHA insurance programs are simply not adequate to, pro- 
vide the needed rental housing which could be built under this pro- 
vision of the bill. Only a few section. 221 projects sponsored, by non- 
profit organizations have reached the stage where they have:received 
FHA mortgage insurance commitments. Indeed, it wa’s never antici- 

ated that nonprofit organizations would produce more than a very 
fimited amount of rental housing under this program. ae 

Other FHA rental housing. programs were not: designed for’ -dis-, 
placed families. Other housing’ is not. especially programed. so that 
it will be built at the appropriate time and at appropriate rental 
ranges to serve displaced families. Also, section 221 rental housing 
projects. are the only ones which give an oceupzncy preference to 
eligible displaced families. Section 220 urban renewal housing is not 
geared to. meet: relocation needs because it must be built in urban 
renewal areas which are often’in high-cost central city locations. 
Section 221 housing, on the other.hand, is not limited to urban renewal 
areas, thereby enabling builders to scquire any land which is suitable 
for rental housing to be-occupied by displaced families of low or 
moderate incomes. 

Liberal mortgage insurance terms under the bill, with the aid of 
FNMA special assistance, should give adequate incentive for the pro- 
duction of a significant. additional volume of section 221 rental hous- 
ing. The housing would be programed only where it is determined 
that prospective rentals would be within the range of the incomes of 
the displaced families to be served. This housing could meet a sub- 
stantial segment of the relocation need which is not now being met 
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through public housing, existing private housing, or new section 221 
housin built for sale or sponsored by nonprofit organizations. It 
should be noted too that the new aids provided for in the title would 
apply to.existing. housing which is being substantially rehabilitated, 
as well as to new construction. Rehabilitated housing will often 
produce lower rentals than new housing, and thus reach a broader 
market among displaced families. __ 

In my opinion, the enactment of this provision would help solve the 
relocation problems of cities undertaking urban renewal, and would 
thereby materially assist the entire urban renewal program. 

This concludes my statement on title I of the bill. Mr. Mason’s 
testimony will discuss these and. other provisions of the title in the 
light of FHA’s actual operating experience. 

I would like, if aneibhge to have Mr. Mason then proceed with the 
FHA section of the bill. 

Senator Sparkman. I think that is all right, and then we can ques- 
tion you and Mr. Mason together on the FHA part of the bill. 

Mr. Corz. Yes, sir. 

Senator SparKMAN. Go ahead, Mr. Mason. 


STATEMENT OF NORMAN P. MASON, COMMISSIONER, FEDERAL 
HOUSING ADMINISTRATION 


Mr. Mason. My name is Norman P, Mason. I am the Commissioner 
of the Federal. Housing Administration and I appreciate the oppor- 
tunity to appear before your committee this morning to discuss pro- 
posals in S. 3399 and S. 3064, relating to FHA. 


INCREASED MAXIMUM HOME MORTGAGE AMOUNTS 


Section 101 of S. 3399 provides an increase in maximum mortgage 
amounts to $30,000 for 1-, 2-, and 3-family dwellings. Under the 
present law, the maximum mortgage amount for 1- and 2-family 
dwellings is $20,000 and for 3-family dwellings $27,500. This section 
and section 108 together would apply the new $30,000 limitation to 
sections 203, 213, cooperative sales-type housing, 220, and section 809 
housing for essential civilian employees at military research and de- 
velopment installations. 

Under present loan limits, maximum loan-value ratio loans are 
available only on homes valued up to $22,850. The $30,000 maximum 
mortgage would permit a maximum loan of about 81 percent on a 
$37,150 home. lis may be compared with the $16,000 80-percent 
maximum loan which was permitted by the original National Hous- 
ing Act in 1934. In the meanwhile, construction costs have about 
trebled, but FHA maximum loan amounts have lagged behind. It 
is estimated that about one-fifth of the new homes in metropolitan 
areas are in price ranges too high to be financed with maximum loan- 
value ratio FHA-insured mortgages. While the bulk of FHA opera- 
tions will continue to be in the field of low and medium-priced homes, 
it is nonetheless desirable that the advantages of FHA mortgage in- 
surance be available to the normal range of American homes requiring 
mortgage financing. 
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LOAN VALUE RATIOS ON TRADE-IN HOUSES 


Section. 102 aims to reduce closing costs and assist in arranging 
home sales of trade-in houses. Under its terms a nonoccupant owner 
of a home financed under section 203 (a builder or realtor taking the 
house in trade) could receive the same maximum. mortgage amount 
as an owner-occupant, if, for a period not to exceed 18 months, 15 per- 
cent of the original principal mortgage amount would be put in es- 
crow until such time as the property is sold to an owner-occupant. If 
no such sale occurs by the end of 18 months, the funds held in escrow 
would be applied to a reduction in the mortgage amount. 

This arrangement will avoid duplication of closing costs in the sub- 
sequent sale. In this plan the original mortgage w vould be assigned 
to the new buyer. 

We believe this proposal is desirable as an aid to many new home 

urchasers who site own a home, but wish to acquire a larger or 
improved one and need the equity in their existing house as part of the 
downpayment on‘a new home. 


HOUSING FOR THE ELDERLY 


Since enactment of the provisions in section 207 authorizing mort- 

gage insurance for housing projects for elderly persons, FHA has 
found widespread approval of the program and interest in develop- 
ment of such projects. 

Certain limitations on the development of these projects have become 
apparent since section 207 is intended primarily for insurance of 
mortgages on rental housing for the normal housing market. Section 
103 would delete the elderly housing provisions from section 207 and 
place rental housing for elderly persons in a separate new section of 
the National Housing Act in order to remove these limitations. . This 
new section also makes available to rental housing for the elderly the 
same high-cost area provisions as are in section 207 so that the $8, 100 
and $8,400 per unit ceilings would be increased by not to exceed $1,000 
per room. 

INTEREST RATES ON PROJECT MORTGAGES 


Section 104 of S. 3399 would increase the maximum permissible 
interest rate on rental housing mortgages insured under section 207 and 
on management-type cooperative housing insured under section 213, 
from 414 percent to 514 percent. For sales-type cooperatives, the 
maximum interest rate for home mortgages under section 213 would be 

made consistent with section 203, that is, not in excess of 6 percent, as 
the FHA Commissioner finds necessary to meet the mortgage market. 

Rental housing projects are developed as business investments for 
long-term operation and both rental projects and cooperative projects 
are “dev eloped by sponsors who may be expected to. bargain effectively 
in the market for favorable financing terms. The Federal Housing 
Commissioner should have sufficient latitude for adjustments in these 
programs to permit interest rates for these projéct mortgages in con- 
ditions such as existed recently without the complication of discounts. 
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SPECIAL MORTGAGE AMOUNT PROVISIONS FOR ALASKA, GUAM, AND HAWAII 


We have been urged by-interests in Alaska to.apply the 50 percent 
increase in maximum mortgage amounts permitted in Alaska, Guam, 
and Hawaii under present’ legislation to the high-cost area limitations 
established in the various sections of the act. Section 105 makes this 
possible. *Thus, for exainple, the $10,000 mortgage limit for high-cost 
areas in section 221 housing for displaced families could be increased 
by this proposal up to $15,000 in these Territories (or $18,000 if sec. 
109 of this bill is enacted). 


NEW MORTGAGE INSURANCE AUTHORIZATION 


‘ Since S. 3399 was introduced, a sharp increase in FHA applica- 
tions has necessitated our requesting a joint resolution to increase 
our insurance authorization wnder section 217. This would provide 
us a net increase of $4 billion of authorization for use between now 
and June, 30, 1959. At the current rate of use our earlier estimate of 
$3 billion of new authorization, contained in S. 3399, is obviously. in- 
adequate., Therefore, in a suggested revision of section 106 of S. 
3399 which would. be consistent with the joint resolution, we propose 
further that $4 billion increases of authorization be made available 
successively on July 1 of 1959, 1960, 1961, and: 1962. 
. Senator Dovenas. Is that a total increase of $16 billion ? 
Mr. ‘Mason: It would not be quite that, because each year unused 
authorization is canceled. 
Senator Dovexas. It could be $16 billion, though ? 
’ Mr. Mason. It could be $16 billion. . Yes. 


REPEAL OF OBSOLETE SECTION 


Section 107 repeals section 218 of the National Housing Act, which 
is now obsolete since there are no longer any outstanding section 608 
commitments. 


PROPOSED URBAN RENEWAL ‘PROGRAM CHANGES 


Section 108.changes section 220 arid the cost of certification pro- 
cedure in: section 227 in order to eliminate a present discrimination 
against the invester-redeveloper in urban renewal operations. Under 
the present law, the sponsor-redeveloper who is also the builder is able 
to obtain section 220 insured mortgages which may approximate total 
project cost, exclusive of overhead and profit to the redeveloper. If 
a sponsor-redeveloper, however, does not also act as a builder and has 
to contract with a general coritractor for the construction work, the 
present law is so devised that the available mortgage amount may be 
substantially less. By elimination of this inequity, this type of re- 
developer would be encouraged to undertake urban renewal projects. 

This amendment would also eliminate another form of discrimina- 
tion in connection with rehabilitation projects which results from the 
statutory 10 percent builder’s profit allowance now provided under 
section 220 because a reasonable allowance for builder’s profit in con- 
nection with the construction expenditures on such reconstruction 
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work should frequently be above 10 percent, because of the extra 
hazard of possible unknown costs in rehabilitation work. 

The changes to section 220 contained in section 108 also permit an 
allowance of $8,100 per unit in mortgage amount in-the case ‘of section 
220 dwellings designed for more than 4 families but. not included 
in large rental projects. 


RELOCATION HOUSING PROPOSALS 


Section 109 provides several changes to section 221, relocation -hous- 
ing for families displaced because of urban renewal activities or other 
governmental activities. The first change. would remove the. require- 
ment that the locality or community in’ which the housing is to be 
located must first request that the section 221 program be made avail- 
able. This requirement proves to be troublesome, in some cases, where 
two or more governmental jurisdictions are involved in a metropolitan 
area since there may be no way of knowing in advance. in which 
jurisdictions builders and lenders will choose sites for section 221 
resto Removing this requirement in no way affects the usual 
controls of any community over the type of housing built within its 
boundaries. 

The second change would increase the: dollar: limitations on the 
amounts of mortgage financing for section 221. housing in high-cost 


‘areas. While the present $9,000 limit is adequate to provide housing 


in many areas and would not be changed by the proposal, the high-cost 
area limitation is raised from $10,000 to $12,000 by section 109. 
The third change would broaden the section 221 rental housing pro- 


gram by allowing such housing to be produced by builders for profit. 
As you know, rental housing under section 221 is now limited to.non- 
profit corporations. The maximum amount of mortgage for the 
profit-typé corporation would be 95 percent of the value of the prop- 
erty instead of the 100 percent permitted nonprofit. organizations. 


PROPOSED TECHNICAL CHANGES 


Section 110 adds the elderly housing program of. section 229 and 
the section 221 rental housing built for profit to the cost certification 
requirements of section 227. 

Section 111-relates to the settlement of insurance by FHA on in- 
sured mortgages, merely. extending to other home mortgage programs 
technical amendments made last year and earlier years to several home 
mortgage programs. 

Section 112 provides for an increase. in-the maximum maturity and 
the maximum. interest rate of mortgages under section 803 Armed 
Services (Capehart) housing. The’maximum maturity would be in- 
creased from 25 years to 30 years in order to reduce amortization pay- 
ments. The maximum interest rate would be increased to 5 percent. 
As the Emergency Housing Act has already raised the maximum rate 
to 414 percent, there is no immediate need for increasing it. How- 
ever, we believe the higher rate should. be provided in order to give 
desirable flexibility. This is in line with the President’s recommen- 
dation for adequate flexibility on interest rates. 
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ADDITIONAL PROPOSAL NOT INCLUDED IN S. 3399 


There is another change in the National Housing Act not contained 
in §. 3399 which I would like to suggest. This change would amend 
section 220 to permit the exclusion of certain land improvements, as 
defined by the FHA Commissioner, from the statutory dollar amount 
limitations per room and per unit, presently provided for in the act. 

This revision would apply ‘only to multifamily housing projects 
under section 220. It is necessary’ because the redevelopment plan for 
this type of project frequently restricts land coverage to an unusually 
small percentage of the total area of the property, thus leaving ¢ 
large expanse of land to be suitably landscaped and otherwise im- 
proved. The. present statutory. dollar arhount limitation per room 
and per unit are often found to hold mortgage amounts below 90 per- 
cent of replacement cost. When this happens,. the redeveloper gen- 
erally ‘feels it necessary to redesign the project. eliminating many 
desirable improvements.’ It has been found that in these cases land- 
scaping and other exterior improvements are the first to be eliminated 
to the detriment of the appearance of the, redevelopment area. 


, COMMENTS ON S, 3064 


We have also been asked to comment on S. 3064, which would amend 
section 221 (d) (2) to permit mortgage insurance in connection with 
2., 3- and 4-family structures tinder-section,221 in addition to single- 
family structures, eligible under ‘present legislation.. In order that 
such housing will serve families being relocated, the last paragraph. of 
the proposed amendment contains a provision, that the Commissioner 
shall prescribe such. procedures as in his judgrhent are necessary to 
secure to eligible families priority in occupancy of the family dwell- 
ings after occupancy of one unit by the owner: 

In order to ¢arry out the foregoing proviso, it would be necessary 
to establish in each instance a collateral agreement under which the 
FHA Commissioner would have: the right. to supervise the home- 
owner’s Inanagement of his rental units, ‘at. least to the extent of 
affording a-priority:to persons eligible under section 221. A similar 
type of.regilatory agreement was used in thé defense housing program 
under section 903» Enforcement of such. agreements was found to be 
impractical. . 

‘In the casé of section 221, it.is believed that enforcement would be 
even inore difficult because in all probability many prospective tenants 
failing to’obtain occupancy would appeal to FHA claiming-that they 
had been discriminated against for. one reason or another. If FHA 
were unable to obtain relief for the complainant by warning the owner, 
it would then: be nécessary to take court action either through fore- 
¢losure or injunction, which we all agree would be .undesirable. 

. If this bill is considered we urge that the requirements of this final 
paragraph be omitted. | 

Section. 221 sales-type housing was limited to single-family dwell- 
ings since it was designed to give special aid to those families whose 
housing was destroyed by governmental. action and who would: be 
unable to acquire. other housing under FHA regular mortgage insur- 
ance programs or through conventional financing. Section 221 single- 
family sales-type housing, therefore, provides 40-year maturities to 
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keep monthly payments as low as possible and 100 percent financing. 
I do not believethat this concept can be applied in the case of 2-, 3-, or’ 
4-family structures wherein. displaced persons will be living in one . 
unit and renting, on a business. basis, the other units. In such a busi-- 

ness venture, I do not believe it is desirable that the Government pro- 
vide the special benefits of section 221. 

This concludes my prepared statement. 

Senator SparkMan. Thank you, Mr. Mason. 

Now we will go to the questioning of Mr. Cole and Mr. Mason on 
FHA matters. 

Senator Capehart ? 

Senator CApeHArT. No questions. 

Senator SparKMAN. Senator Douglas. 

Senator Doveras. I would first like to direct my questioning to 
section 101 and correlated sections. 

I had always understood that as a.rough rule a person should _ 
pay more than twice as much for a house as his family ificome wa 
Am I-hopelessly old-fashioned in that, and completely inexact, or. is 
that still a good, general rule? 

Mr. Mason. We do not have a formula because-all’ Americans are 
different, in their requirements. 

Senator Doveras. -Asa general rule. 

Mr. Mason. But as an overall kind of sampling, we believe of the 
first $3,000 of a man’s.income hé should’spené one-third, and 20 percent 
of his income above $3,000. 

Senator Doveras., I am not’ speaking of income. -I am speaking of 
the ratio of the:price of a-house to family income. That is, I am not 
speaking of the proportion of a person’s income which he w ould devote 
to a house, but I am speaking of-the ratio of the price of the house to 
the total fainily i income. 

Senator SparkMAN. It seems’ to me it'means the same thing. 

Mr. Mason. Senator Douglas, I believe you aré not hopelessly old- 
fashioned; that, is about the forrnula that. works out, although mm the 
low-income brackets people ‘tend to spend a little more than this. 

Senator Dovetas.. I am glad to be reassured. ‘I have my feet onthe 
ground then. 

So you aré proposing to increase the amount of the i insurance — 
$20,000 on a single-family home to’$30,000. Is. that.correct? . 

Mr. Mason. ‘Yes, Senator. | 

Senator Dovuaias. Therefore you are aiming to protect the family 
with an income of from $10,000 a year to $15,000 a year? 

Mr. Mason. That would be correct. Yes, sir. 

Senator .Dovetas. Do you think this income class in the American 
society needs special protection ? 

Mr. Mason.. Well, it certainly gets less protection under the FHA 
program. It makes their downpayments higher: 

Senator Doveras. But do you think they “should receive this pro- 
tection ¢ 

Mr. Mason. I feel, Senator, all Americans should have the privilege 
of using the FHA method of getting their house, 

Senator Dovetas. Then why stop. at. $30,000? Why not go up to 
$100,000? That would take care of the man with an income in the 
$50,000 a year class. 
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You are indulging in class discrimination against people like those 
who live in Bar Eheebor Maine, and Westport, Conn., and the main 
line of Philadelphia, and Lake Forest, Il., and such ‘other sections. 
You believe that all Americans should be aided this way, so why not 
go ~~ to $100,000 ? 
ave. heard many laments from this group that they suffer very 

severely under the present system of taxation. You smile, but what 
-is your answer ¢ 

r. Mason. I guess my answer would be I am guilty of discriminat- 
ing against these people in my request. 

Senator Dovetas. Are you going to consider seriously then striking 
out $30,000 and putting in $100,000 ? 

Mr. Mason. No... 

Senator Dovatas. Why not? If you are guilty of discrimination, 
you should remove that discrimination. 

Mr. Mason. I think there are proper and improper discriminations, 
perhaps. 

Senator Doveras. You mean that.is.a proper discrimination against 
the $100,000 family, but it is an improper discrimination against poor 

ople? 

i Mason. Senator, what I.think I am saying in my request is 
that @ greater number.of Americans should be able to use the program 
than now use it, 

Senator Doveras. But why stop at the $15 5,000 family? Why.not 
go up to the $25,000 family. Why not raise it to $50,000? Or why 
not go beyond the $50, 000 family and raise: it to $100,000? -I have 
heard many laments about the difficulty that millionaires are having. 
Why not permit some more palaces to be built up the Hudson River rf 

Mr. Mason. I guess that I have to stick by my statement that T am 
trying to help, or I am not'trying to help these people whom maybe I 
should, but I am not trying to. 

Senator Doveras. Well, if you should doit, you should do it. I 
confidently expect FHA, influenced ‘by the philosophy which it holds. 
to remove all income limitations in the next proposal they make, and 
permit us to insure houses up to at least: $100,000. I think this might 
well happen. Indeed, I think it might well happen unless there were 
certain members of the committee 

Senator Capenart. Will the Senator yield? 

Senator Doveras. Certainly. 

Senator Carenart. Do I understand that the Senator is in favor of 
that ? 

Senator Dou atas. No. “I am saying if these gentlemen are consis- 
tent-in saying that they aim to benefit all Americans regardless of 
income, then they should-remove the limitation; and if they do believe 
that the line should be drawn somewhere, should they not put the limit 
up from $20,000. to $30,000 ? : 

Senator: CAPRHART. My question was, are you in favor of i increasing 
it to $30,000, or increasing it to $100,0002 

Senator Dovexas. I would like to see the administration consistent. 

Senator Busir. Will the Senator yield ? 

Senator Doveras. I will say Iam not in favor of raising the limit to 
$100,000. 


Senator CAPEHART. Are you in favor of raising it to $30,000 ? 
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Senator Dovetas. I would like to hear arguments. I would like to 
hear what my good friend from Indiana has to say on the question, 
because I place great trust in him as a human and listen to him’ very. 
carefully. 

Sevier Carrenart. As Mr. Mason and Mr, Cole know, I have been 
pretty much opposed to it. 

Senator Dovetas. I feel that way too. 

Senator Carenart. I might settle for $25,000, but I do not say I am 


| against the $30,000 limitation. I had my eyebrows raised on it, as they 


well know, when they brought the bill to me. 

Senator Dovetas. We have developed a certain common scrutiny 
on this point, and I thank my colleague from Indiana. 

Senator Caprenarr. I either thought you would be against what 
you were encouraging them to recommend. 

Senator Doveras. No. I want them to be consistent. I want them 
to be consistent and true to their inner selves. 

Senator Busu. Will the Senator yield? 1 

Senator Dove.as. I would like to go on with the questioning. 

Senator Busu. You yielded to my friend from Indiana, and this is 
an interesting point. I would like to ask the Senator from. Illinois, 
was not the purpose of this legislation originally to fulfill a need in 
the housing industry, for housing families, and the business of building 
and providing homes? ‘That was the original purpose. It was to 
stimulate building in areas where private enterprise could not fill the 
need. 

Senator Doveras, And also help families which needed help and 
were not able to finance the building themselves. 

Senator Busn. But the purpose. was.to stimulate private enterprise 
into doing this where they were ‘not. doing it in areas which. were un- 
attractive to private builders, and so forth. This was my recollection 
of ag original purpose of the legislation, and what. it was intended 
to do. 

Senator Doveras. It was intended as an aid to the builders and 
financers, and not to the families. Is that the contention of the 
Senator for Connecticut? 

Senator Busu. It may have resulted in that, but the purpose was to 
provide homes. 

Senator Dovetas. For whom? 

Senator Busu. Homes. 

Senator Doveas. Yes, but for whom ? 

Senator Busu. For people who could not afford them otherwise. 

Senator Dovenas: I see. Who could not afford them. 

Senator Busn. That is right. 

Senator Douacuas. Then there is a question as to whether the $15,000 
family could not: depend on the conventional methods of financing as 
furnished by the building and loan associations? 

Senator Bus. Since this bill has been on the books it has been re- 


’ vised every couple of years, and; of course, costs have gone up. The 


Senator knows that. Due to inflationary processes, costs have.risen. 
The witness mentioned in his statemént one place where. the .cost 
has tripled. It does. not seem that it would be-so strange, therefore, 


in view of that, that the limit should be raised. It is not really a 
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startling thing that the limit should be raised to $30,000 if we have 
been on the. right track all along. 

Senator Dovetas. Do you favor going up to $50,000 then ? 

Senator Busu. I haven’t come to any conclusion on any parts of this 
bill, except that I do think they have made a logical case for an in- 
crease. 

Senator Dovenas. I thank the Senator from Connecticut. 

Senator Busu. I thank the Senator from Lllinois for his indulgence. 

Senator Dovue.as. I want to congratulate Mr. Cole in particular, 
and the Housing ‘and. Home Finance Agency. in general, on the 
semantic deference they have displayed in ‘the preparation of this 
statement. I do not, know. how skilled they are as architects and 
builders of houses, but I want to say as architects and builders of 
words they take the cake, and I would be glad to order a cake and 
present it to them. 

What Mr. Cole and the administration are proposing is to increase 
the interest rate from 514 percent on the main types of mortgages to 
514 percent. 

Mr. Coreg. No. 

Senator Dovucuas. Oh, are you not proposing to raise the maximwn 
limit ¢ 

Mr. Corx. Yes, which is not raising the interest rates. 

Senator Dovucias. Which you will put into immediate effect, be- 
cause every time we have raised the limit you have taken full ad- 
vantage of that limit. 

Mr. Corz; No. I want to say our proposal is not to raise the 
interest rate, but. to raise the permissible maximum. 

Senator Doveias. But every time we have given you more rope 
you have gone to the full extreme. You have immediately taken 
full advantage of it. 

Mr. Corse. No.. I am sorry, sir. That is not correct. We are not 
now 

Senator Doveé.tas. Strike out the word “immediately.” 

Mr. Corre. We are not even now at the maximum limit permissible 
in FHA. 

Senator Doueias. What is it now ? 

Mr. Corr. The rate is 514 percent, and we have a permissible rate 
of 6 percent. 

Senator Doveras. Is that not what you want.to do? 

Mr. Coxe. I am talking about section 203. ‘My point is- 

Senator Doveias. You want to raise that from 514 to 514 percent. 

Mr. Corr. No. On this, Senator, I was speaking to your state- 
ment that we immediately raise interest rates to the maximum per- 
missible as soon as Congress enacted it: I was correcting, if I may, 
the Senator, by pointing out that under the section 203 program the 
Federal Housing Administration has.a 6-percent maximum per- 
missible, and now has a rate of 514 percent, and that the rate we are 
asking for is not an increase in the rate of interest, but an increase 
in the permissible rate. 

Senator SparKMAN. Whaat is the permissible rate now in section 203 ? 

Mr. Corr, 6 percent. 
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Senator SparkMan. What is the adjustment-you are asking for ? 

Mr. Corr. We are not asking for an adjustment in section 203. 

Senator SparkMANn. Oh, you want sections 207 and 213 adynied in 
line with section 203 ? 

Mr. Core. So it would be-in line with section 203, but not as high 
as that, because we do not believe the multifamily programs require 
the same rate of interest that-the single-family program does. 

Senator Doveras. Under section 207 what is the interest rate that 
you are permitted ? 

Mr. Mason. Four and one-half percent. — 

‘Senator Doveias. And what interest rate do you permit ? 

Mr. Mason. We permit 414 percent. 

Senator Dovetas. And you now ask for 514 percent? 

Mr. Mason. Weask for 514 percent—— 

Senator Doveias. And: you probably would put it into efféct. 

Mr. Mason. Could I say, Mr. Sparkman in his emergency bill gave 
me permission to raise the interest rate on military housing to 414 
percent, and we only raised that to 414, because in the current market 
it seemed to be adequate. 

Senator Carenart. Will the Senator yield ? 

I make a motion we place in the record at this point the maximum 
limit of all titles as to interest; exactly what they are today. 

Senator Doveras. And the historical relationship between increases 
which are permitted by the Congress on certain dates and the dates on 
which the interest rates were raised by the Housing and Home Finance 
Agency and the Federal Housing Administration. 

Mr. Corr. And lowered. 

Senator Doveias. So that we may go back over the entire history. 
If we take the entire history I will say here, as the night follows the 
day, so permissive action by Congress to raise the rate is almost in- 
variably followed—almost invariably followed—by the FHA. 

Mr. Corr. Except there are some long days and nights. 

Senator Caprrnart. I made the suggestion to do this in order to 
disprove 100 percent the statement you just made. 

Senator Dovetas..We want to be guided by the truth. 

Senator Caprnart. And when it goes in the record I am going per- 
sonally to get it and show it to you, to show you how unfair you have 
been. 

Senator Dovetas. If I am wrong I will admit it, but I want to have 
the full historical record of it for the last 10 years. 

Senator Capenart. You will be proven wrong. 

Senator Sparkman. Without objection, the staff will be requested to 
obtain those figures and prepare appropriate tables and place them 
in the record. 

(The tables referred to follow :) 
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Senator Doveras. Before this minor storm broke out, I was con- 
gratulating the Housing and Home Finance Agency on its semantics. 
Never once do they use the term that they. want to increase the interest 
rates, but on page 5 they say they want consistency in interest rates. 

Mr. Coxe. That is a policy. 

Senator Doveras. On page 6, they say they want to correct dis- 
crepancies in interest rates. Elsewhere, I have noticed they want 
adjustment in interest rates, and on page 6 there appears the beautiful 
wording that they want flexibility of interest rates. It is interesting 
the different ‘uses to which this term “flexibility” is put. 

For instance, in the Department of Agriculture, every time Mr. 
Benson wants to lower farm prices he says he wants flexible prices. 
Every time the administration wants to raise interest rates, they speak 
of flexible interest rates. These words have dual meanings, depending 
on who uses them. In Agriculture, “flexibility” always means lower- 
ing prices, and in the Housing. and Home Finance Agency and in the 
Tre easury the word “flexibility” always means raising “interest rates, 

This is the Dr. Jekyll and ‘Mr. Hyde, or, rather, two Mr. Hydes of 
the administration ; not the 3 faces of Eve, but the 2 faces of Adams. 

Mr. Cote. Senator, we used the word flexible” because we mean 
exactly flexible, and use it for a very definite purpose, because the 
maximum permissible allowable interest rate 1s misunderstood by 
many people in the Senate, and many people in the House, because 
they say exactly what you said, that we raise it immediately to that 
maximum perinissible. The facts will not disclose that. They will 
disclose it is a flexible interest rate, and this administration has low- 
ered it as well as raised it. 

Senator ‘Dowetas. It.reminds me of Longfellow’s poem, Excelsior. 

Mr. Core. And has lowered it as well as raised it. 

Senator Dovetas. I would like to call to the attention of the wit- 
nesses and the committee, and to the press, that the administration is 
asking for an-incredse in the interest rate, although disguised under 
these muffled terms, at a time when interest rates, themselves, are 
falling. 

I hold in my liand the Economic Indicators for April. There on 
page-29, you will find the interest rate on 3-month Treasury bills fell 
from 3.404 percent last August to 1.225 percent on April 19. This was 
a decrease.of 64 percent, and an interest rate of only a little over a 
third what it had been 9 months before. On fine commercial paper, 
the interest rate fell from 3.98 percent in August to 2 percent on April 
12, or virtually to. only one-half of what it had been. You may say 
these are short-time interest rates. Let us take the longer time. 

On taxable bonds, the interest rate fell form 3.63 on Federals in 
August to 3.16 on April T2, or a decrease of between 13 and 14 percent. 
On high-grade municipals, they fell from 3.91 to 3.37, or a fall of 54 
points, or approximately 14 percent. On corporate bonds, triple A, 
which high-class bond houses deal with, it fell from 4.10 in August to 
3.62 on April 12, a'fall of 48 points, or 12 percent. On B- double- A 
bonds, it is less, but there is a general fall in the interest rate. 

I must say it is extraordinary to have the term “flexibility” used as 
an excuse.for raising interest rates at.a time when interest rates are 
falling. I would like to ask Mr. Ezra Taft Benson be invited here as 
a semantic expert to testify on what he believes the term “flexibility” 
actually means. 





oT 
he 


as. 
an 
he 


ise 
at 
ill 


We 


or. 


as 


as 
7? 


RSC ee ee 


HOUSING ACT OF 1958 87 


That is all, Mr. Chairman. The witnéss may niake any reply he 
wishes. 

Mr. Coxe. The only reply I would make is, I think, Senator, you 
would have us build our house without a roof on it. You, if I may 
say so, sir, have in your statement ignored my statement that this has 
been a flexible rate; that it has gone up and it has gone down. It has 
not always gone up. It has been decreased by administrative action, 
and we will be very happy to put it in the record to show you where 
it has been accomplished. 

Senator Busu. Mr. Chairman, I would just like to comment on this 
discussion of the Senator from Illinois with the witnesses, and observe 
that, in my view, their presentation is a very wise one, indeed, so far 
as interest rates are concerned. It surprises me very much that the 
distinguished Senator from Illinois takes the view that he does, be- 
cause In 1951 he made a classic defense of the very type of policy which 
is involved in this presentation. At that time, if I remember correctly, 
he effectively and bodly defied his own administration, which was 
seeking to artificially depress interest rates. He pointed out, very 
effectively, the inflationary results of that, which would have been 
disastrous to the defense effort. Now he is taking our friends here to 
task for trying to put themselves in the position of avoiding doing 
just what he wanted to avoid, and what he wanted our Government to 
avoid, in 1951. 

I have always admired him for his stand at,that time. I have fre- 
quently commended him publicly on the Senate floor and elsewhere. 
I simply wish he would be consistent with the policy which he so elo- 
quently and effectively advocated at that time. 

Senator Dovetas. Will the Senator yield? 

Senator Carenart. Will the Senatoryield? 

Senator Busu. I will yield in a minute, but not now. I want to 
say that I congratulate the witnesses and the administration, gen- 
erally, on this matter of interest rates, for following the very philoso- 
phy which the Senator from Illinois laid down so effectively in 1951. 
I have not forgotten it. 

Senator Dovetas. May I be permitted to reply to this? 

Senator Busu. I yield for that purpose. 

Senator Doveras. Oh? I thought I was entitled to it as a matter 
of right, and not merely as a matter of courtesy. 

Senator Busu. Well, I had the floor, so I yielded to you. 

Senator Dovetas. Mr. Chairman ? 

Senator SpaRKMAN. Go ahead, Senator Douglas. 

Senator Doveras. The Senator from Connecticut uses great inge- 
nuity in an.attempt to convict me of-inconsistency here. ‘There is no 
inconsistency. I had favored the policy of having the Government 
have natural interest rates, and neither to try, artificially, to lower 
interest rates or to try, artificially, to raise interest rates. I opposed 
my own administration when I thought they were artificially lowering 
interest rates, and at that time the investment bankers of the.country, 
including my good friend from Connecticut, applauded what I.did, 
because they did not want low interest rates. 

Now [I shall oppose the Government artificially -raising interest 
rates. But now I find that the bankers who were against artificially 
low interest rates are in favor of artificially high interest rates. I say 
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that the Senator from Connecticut and his group should be consistent 
in this matter. 

_ Senator Busn. Mr. Chairman, I-want to say to the Senator that it 
makes no difference to me whether we have high interest rates or low 
interest rates. What we want to do is to have sound money, as the 
Senator so eloquently advocated in 1951, and not to use the monetary 
system for assisting the inflationary process. But, on the other hand, 
we want to use it against debasing the value of the dollar. That, I 
have been consistent in. 

I do not think it makes any difference whether the interest rates are 
high or low.’ What we want them to do is keep at a level which will 
attract money into this enormous housing program—to bring in money 
from investinent sources, from the savers of the United States, and 
from thé insurance companies. 

Senator Dove.as. You see how inconsistent you are. 

Senator Busn. Just a minute. I have the floor. I have been very 
courteous in listening to the Senator from Illinois, and I think I am 
entitled to the same courtesy from him. 

Senator Dovetas. Yes, sir. 

Senator Busu. I want to say to the Senator that the purpose of this 
policy right along has been to bring into the market, into the invest- 
ment market, the savings of the American people. That is consistent 
with the American system, and the Senator, himself, supported that 
policy, at times, more effectively than any man I know, and I again 
commend him for it. 

Senator Sparkman. I wonder if we could not terminate this argu- 
ment? Undoubtedly, we will have it again in the subcommittee and 
the committee. 

Senator Busn. I have listened very intently to the Senator from 
Illinois. 

Senator Sparkman. [have listened intently to you, too. 

Senator Dovetas. The chairman is just saying I should not have 
replied. 

Denain Busu. I am perfectly willing to have him reply ad infini- 
tum. 

Senator Sparkman. My thought is we have all of these witnesses 
we want to hear today. 

Senator Bus. I did not start this, and I would not have brought 
it up, but the Senator from Illinois did. I do not want the record 
to go without a distinct challenge to the point of view which he has 
labored here this morning. 

Senator Sparkman. I think the Senator from Connecticut very 
ably presented that theory, and I wonder if we could get down to the 
questioning. 

Senator Dovatas. May [ask the witness a question ? 

Senator Sparkman. Senator Bush still-has the floor. 

Senator Busu. I will yield. [have taken up my time. 

Senator. Douaias. May I ask the witness a question in order to 
answer the Senator from Connecticut ? 

Senator Busn. If we are going to continue with that, I won’t yield 
the floor. I wonder if we can abandon the argument for the time 
being ? 

Senator Sparkman. I wonder if we can move on to the questioning? 
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Senator Clark? 

Senator Ciark. Mr. Chairman, I would like to make three brief 
comments and ask the witnesses if they would care to make a short 
comment in reply. 

First, with respect to raising the mortgage ceiling to $30,000, it 
seems to me that the almost inevitable result will be to encourage spec- 
ulative builders to go in for higher cost housing, which, in my judg- 
ment, is not very badly needed, and to neglect moderate- and low- 
income family housing, which, to my way of thinking, is very badly 
needed. Therefore, as my mind is presently running, I would be op- 
posed to increasing the ceiling, because it seems to me we should he 
everything possible to encourage the building industry to build houses 
for moderate- and low-income housing groups. Perhaps you would 
care to comment on that? 

Mr. Mason. Senator, I should like to say, certainly, the action of 
this committee, and Mr. Sparkman in his bill, has been to accentuate 
the low-cost market through the provisions whereby this extra fund 
was available for houses costing not more than $13,500. I think the 
industry, itself—my observation in speaking with the industry is that 
the industry, itself, is well aware that today its market, as you so ably 
point out, does lie in the low-cost field, and lower than $13,500, in my 
estimation, and this is where they can sell houses, and this is where 
they are, therefore. This provision seems to be a little bit misunder- 
stood and, certainly, we do not wish to do anything in the legislation 
which would throw out the opinion that we are trying to encourage 
people to build more expensive houses, because that is not the case. 

Senator Ciark. My second observation would be that the increase 
in the interest ceiling, while I agree in theory only gives you more 
flexibility, in fact, would result in increased interest rates, which in 
turn drive the cost of the house up to the low- and moderate-income 
family. To me, at least, it seems quite inconsistent with the position 
of the Federal Reserve and the effects thereof, as evidenced by the 
figures Senator Douglas read into the record. 

I think I see—and on this I would like your comment—something 
pretty close to a strike in mortgage lender’s attitudes. In other words, 
the rates of practically every other kind of money have gone down 
drastically since the Federal Reserve entered the field and lowered the 
rediscount rate, and, in effect, pumped more money into the system. 
But. that does not seem to be effective in the mortgage field... At least, 
I have not seen any evidence of it, and I have had a little personal 
experience which would indicate there was not any. 

So my comment is, this is an unwise provision. at this time because 
emigre it goes in the opposite direction of where we should go. 

think it is unwise and also think it is unnecessary. 

I think it is also unnecessary because it seems to me that in due 
course the effect of what the Federal Reserve has. done is going te 

reak this strike and overcome the lack: We are going to get lower 
mortgage interest rates, which in my judgment are sound because they 
will help us to meet this need in the lower and middle-income family 
groups. 

Mr. Mason. I want to say the changes in the flexibility in interest 
rates have nothing to do with home mortgages, but are rental 


mortgages. 
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Senator Ciark. They have the same effect, of course. 

Mr. Mason. This affects people, of course. 

Senator. Ciark. A. rented bots becomes a home. We all know 
that. 

Mr. Mason. This.is a point... However, the general philosophy: is 
certainly along our line of thought. 

Mr. Corx. Let, me add, if I may, to make it absolutely clear—and 
1 would like'Senator Douglas to hear this statement on my part: If 
today the Congress. would give us this maximum permissible allowance, 
the interest rate would not be raised on these programs today. 

Senator Ciark. I think that is.an interesting commitment. 

Mr. Cotz. Yes. It is a fact. 

Senator Dovetas: ‘For how long? 

Mr. Cox. If the Senator can tell me for how long the market will 
maintain its. present ‘situation then I can tell you. 

Senator, we believe that these rates should be comparable. They 
should be comparable to the market and this is our responsibility. 
_This-is why it is a flexible rate rather than an inflexible one. If we do 
“not do that, we are not doing-our job. I will say that to. the Senator. 
‘If these rates are not flexible, then.we are not.doing our job as we 
see it... 

Senator Ciark. Mr: Chairman, my third and last observation would 
be that I am disappointed that ‘the witnesses take so negative an atti- 
tude toward Senator Payne’s bill, S. 3064, In the course of taking 
testimony for this committee at Portland, Maine, last winter, we found 
a.great need there as elsewhere for relocation housing.’ There is a 
spécial situation, in New. England where this type of two, three and 
four-family dwelling:is already is existence. In my judgment that bill 
could fill a great need for relocation housing. 

I do hope’ you. gentlemen will take another look at this, because I 
think you. have here ‘ready-made and tailored a fine opportunity to 
make more relocation housing available at low prices to people whom 
urban renewal and..the highway program, and other governmental 
activities, are going.to throw out of their homes. 

I hope you look at this in a positive way to see if you cannot find 
some way of making that work instead of negatively saying, “No, we 
can’t be bothered with that.” 

Senator SparKMAN. Senator Beall ? 

Senator Bratt. No questions. 

Senator SparKMAN. Let me ask just this one question of you gentle- 
men: There is nothing in the bill before us relating to title I home im- 
provement loans. You will recall'in 1956 Congress extended that for 
3 years. At that time I believe there was some very strong agitation 
for-a 5-year extension:. But in the report this committee made in pre- 
senting that. to: the Senate we extended it for 3 years and said we 
would look into a further extension a year ahead of time. 

This is a year ahead of time. It was extended to September 30, 
1959. So I: suppose we ought to consider the extension of title I, the 
home. improvement program, in connection with this pending legisla- 
tion. 

Do you have any comment on that ? 

Mr. Mason. Senator, it is certainly within the prerogative of this 
committee to do so, and I. would have nothing to say on that score. 
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However, the reason why the Administration has not included it is be- 
cause the program was working smoothly currently, and there was 
the feeeling that maybe there were things that needed to be done ‘in 
this program and they should all be brought up together.' The hope 
was it would be brought up next year, when there. is still further 
experience back of.the program. But. we certainly have no reason 
not to want the program extended. I would not want the reluctance 
of the Administration to propose it this year to indicate anything 
along that line. 

Senator Sparkman. It continues to go well ? 

Mr. Mason. The program is going well. This year the volume is 25 
percent greater than last year and losses are less than last year. 

Senator SpaRKMAN. It has been one of our best and most effective 
programs, has it not ? 

Mr. Mason. It has been a very effective program. It is one which 
is subject to abuse and it takes constant supervision to be sure these 
abuses are not perpetuated, but we feel currently we have been doing 
avery good job in this regard. 

Senator SpARKMAN. Have the changes we made in 1956 been helpful ? 

Mr. Mason. The changes you made in 1956 have been very helpful. 
The provision whereby the lending officer has to render a report, to 
the board of directors where he has a loss and cannot hide it, I feel 
is very helpful. 

Senator SparKMAN. You will recall, Mr. Mason, in 1956 there was 
quite a bit of uncertainty and a feeling of uneasiness on the part of the 
people in the trade, I suppose I would call it. They brought out the 
point then that a much better job could be done if they had the as- 
surance of its extension well ahead of the time when it would other- 
wise be terminated. 

The argument was then that it would be much better if the extension 
were made a year ahead of time in order to prevent this slipping up 
on them as it did in 1956. 

Mr. Mason. The chairman is correct. This feeling certajnly exists 
in the industry with regard to any program which is about.to expire. 
If you have a program of mortgage insurance on which you are about 
to run out of it, everybody piles in to get their applications in, and, if 
you do not know whether your loan will be insured when you make it 
or not, you are naturally reluctant to make a loan. 

Senator SparkMAn. I wonder if it would not be helpful if we should 
simply extend it without making any changes in it, and then next year 
we can take up the matter of changes, and amendments, and so forth. 

Mr. Mason. I am sure that this would be fine from the standpoint 
of the Administration. Although we have not cleared this; I would 
be willing to recommend this. 

L have not had it officially cleared as Administration policy, but I am 
sure it is the feeling of the Administration. 

Senator SparkMAN. I understand. We can extend it for one year 
in order to give notice it will be extended, and when you come to sub- 
mitting the program next year you can include your recommendations 
on that. 

Mr. Mason. Thank you, Mr. Chairman. 

Senator SparkMAN. One of the things you mentioned is that. the 
authorization is about to run out, do I understand correctly, on this 
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extra amount of authorization for FHA. You think that is so urgent 
we ought to put through a special piece of legislation for that. 

Mr. Mason.. Mr. Chairman, we will be out of authorization and we 
will have people pounding on our doorstep as a result of what I am 
saying here now, probably. But we will be out of authorization, out 
of money, early in June—certainly by the 10th, and perhaps before. 
This has been snowballing beyond our expectations as a result certainly 
of the recession bill that this Congress passed, and the general im- 
provement in the availability of mortgage funds for builders. 

Senator SparkMAN. When you speak of snowballing, as it snowballs 
it puts people to work, does it not ? 

Mr..Mason. Yes, sir. It certainly does. It puts people to work in 
our offices, and builders, and people everywhere around the country 
are put to work. 

Senator Carenarr. Is not the very fact that you must increase the 
authorization the best proof that this emergency bill we put through 
a few weeks ago with the changes is working very, very well? 

Mr. Mason. It certainly has given the industry all sorts of encour- 
agement and enthusiasm to go ahead, in a time when I think they were 
properly ready for this encouragement. 

Senator Sparkman. Thank you very much, Mr. Mason. 

Mr. Cole, do you want to resume ? 

Mr. Corr. Yes.” We go back to page 10 of the original statement. 


TITLE I, FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Title I1-of S. 3399 relates to mortgage purchase by the Federal 
National Mortgage Association., One. provision would increase the 
limit ori the amount of a mortgage which may be purchased by FNMA 
under. its secondary market operations from $15,000 for each family 
dwelling unit to $20,000° per unit. The. present: $15,000 limit would 
remain applicable to. mortgages purchased by the FNMA under its 
special assistance program. ‘The secondary market. operations con- 
stitute a business-type activity of mixed Government and_ private 
ownership, and the mortgages are. purchased at market prices.. The 
FNMA obtains funds for this program primarily by the sale of its 
debentures to private investors. There is no reason why this type of 
program should’ be prevented from serving a wider range of the 
moderate-price. housing market than is permitted by the present 
$15,000 limit. The change would recognize cost increases during: the 
past several years, and would make possible assistance to. additional 
moderate-income families, especially larger families and those living 
in high-cost areas. 

Another change which would be made. by the title relates to the 
inflexible: provisions now in the law governing ‘purchase prices, 
fees, and charges: under FNMA’s special assistance program. Mr. 
Baughman, President of the FNMA, has a prepared statement ex- 
plaining why the Housing Agency believes these two amendments 
to be desirable.. He will testify on S. 3398, relating to FNMA. 

That statement, of his follows the one Mr. Mason gave in the pack- 
age you have. 

Senator. Carpenart. Mr. Cole, tell us what the. special assistance 
program is.that the $15,000 limit would not be applicable to. 
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Mr. Core. I will ask Mr. Baughman to answer that if he will, 
please. 

Senator Sparkman. All right, Mr. Baughman. I will be glad to 
have you answer the question, and then go ahead with your prepared 
statement. 


STATEMENT OF J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL 
NATIONAL MORTGAGE ASSOCIATION 


Mr. Baueuman. Thank you. 

Senator Cargruartr. You say the present $15,000 limit would ‘re- 
main applicable to mortgages purchased by the FNMA under its 
special assistance program. I think I know what they are, but I 
would like to have them put in the record. 

Mr. Baucuman. ‘The exceptions on the special assistance program 
with regard to the $15,000 limitation are Alaska, Guam, Hawaii, and 
military. 

Senator Careuartr. Military housing? 

Mr. BaucuMan. Section 803—Armed Services Housing Mortgages; 
yes, sir. 

Mr. Chairman and members of the committee, this opportunity of 
appearing before your committee today in behalf of the Federal 
National Mortgage Association, of which I am President, is very 
much appreciated. FNMA is a corporation organized under the 
laws of the United States, and is engaged in purchasing and selling 
residential mortgages and in managing its three separate mortgage 
portfolios. 

Before discussing the FNMA provisions of S. 3399, or the provisions 
of S. 3398, I should like to make some remarks concerning the existing 
overall FNMA. 

The Federal National Mortgage Association is in fact, as you know, 
a mixed-ownership corporation. More than $36 million of,our capital 
is represented by FNMA common stock owned by the public. ‘Sellers 
of mortgages are continuing to subscribe to and pay for additional 
common stock. .The Federal Government’s stake in the corporate 
capital is represented by approximately $143 million .of FNMA pre- 
ferred stock held by the Secretary of the Treasury, with the Secretary 
being authorized to subscribe for $65. million of additional preferred 
stock. 
Most of the funds needed for the acquisition and holding of mort- 
gages, particularly under the separate secondary market operations, 
are obtained through the issuance and sale of FNMA’s corporate 
obligations to private investors. .FNMA/’s corporate obligations are 


. not guaranteed by the United States. Under our secondary market 


operations, as of March 31—the end of the third quarter of thé current 
fiscal year—9914 percent of all required borrowings were represented 
by outstanding sales to private investors of almost $1.5 billion of 


‘ debentures. Under the separate management and liquidating func- 


tions, conducted for the account of the Federal Govertiment, more than 
‘73 percent of all required borrowings were represented by $1.6 billion 
of obligations outstanding in the hands of.the public. The special 
assistance functions indebtedness, all of which is owed to the United 
States Treasury, was about $114 million. 
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Consolidating all ofthe figures for comparative purposes only, the 
public held 81.3 percent ($3, 064.4 million) of FNMA’s outstanding 
obligations, compared to 18.7 percent ($703.8 million) held by the 
Federal Government. _ In contrast to the foregoing, the figures at the 
end of the 1956. calendar year were: Owed to private inv vestors, 26.3 
_ percent ($770.4 million) ; owed to the Federal Government, 73.7 per- 
cent ($2,162.7 million). 

We believe that substantial-accomplishment of the congressional 
goal that FNMA’s financing. be effected “by private capital to the 
_ maximum -extent.. feasible,” especially under the. separate secondary 
market operations, is demonstrated by the positive progress made in 
that direction in the past year or more. 

Although: FNMA was organized in 1938, the: charter, under which 
it, now. operates’dates from the end of 1954, As I have alre: ady indi- 
cated, we-now have three different operations that’ are entirely sep- 
arate from one another; separate accountability for each is obligatory. 
The one that operates preponderantly on. private money and credit, 
or stated conver sely, with a relatively. slight, burden on the United 
States ‘Treasury, is ‘called the secondary market operations. It is, of 
course, a, business-ty pe operation. 

Another, called the special assistance functions, operates exclusively 
with United States Treasury money... ‘The:special assistance functions 
are significant.in that they constitute a readily ‘available vehicle for 
the: use of Federal. Government. funds, without: either advantage or 
prejudice to the private ownership aspects of FNMA, to. acc omplish 
broad national housing: policies.or objectives. 

The third operation, ¢ called the management and liquidating fune- 
tions, is a program-for managing and liquidating the portfolio. of 
mortgages acquired by the old FNMA in an orderly. manner, with a 
minimum of adverse effect: upon the home ‘mortgage market and 
minimum loss to the Federal Government. 

Since initial organization, and on a consolidated basis, FNMA has 
purchased about $7 billion of mortgages, with present holdings of 
approximately $4 billion. 


SECONDARY. MARKET OPERATIONS 


The corporate charter objective of the separate secondary market 
operations is to provide supplementary assistance to the general sec- 
ondary market fot home mortgages by ‘providing a degree of liquidity 
for such mortgage investments. These operations are financed. to a 
maximum extent. by private capital. Prices paid by the Association 
for mortgages purchased in the secondary market operations are 
established: from: time to time within the range of market prices for 
the particular class’of mortgages involved. The volume of purchases 
and sales, and the establishment of purchase prices, sales prices, and 
charges or fees, are required to be determined by the Association from 
time to.time consistent with the objectives that such purchases and 

sales should be effected: only at such prices and on such terms as will 
reasonably prevent. excessive use of the Association’s facilities, and 
that the operations of the Association will be fully self-supporting. 

During the past year and more—which, as you will remember, in- 
cluded an extended period of extremely tight money—the Association, 





~~ FV Ow @ 


— 


ws 


— ==. 


8S WEES 


HOUSING: ACT OF 1958 95 


through its secondary market operations, has unquestionably provided. 
for many mortgage lenders, builders, and home buyers, a. supple- 
mentary source of mertenge funds without which much housing con- 
strutcion and many sales of housing could not have been accomplished. 
During all of the tight money period FNMA remained continuously 


‘in the market—it was always,in a position to purchase mortgages. 


We in. FNMA feel that, on the whole,.the Association through its 
secondary market operations has within ‘essential limitations been 
rendering the greatest possible assistance to. the housing economy: 
This view is borne out, we believe, by the magnitude. of the. $1,037 
million of mortgage purchases effected during fiscal year 1957, and 
the $537 million of purchases during thé first 9 months of fiscal year 
1958. During the same period of 21 ‘months, standby commitments 
entered into with mortgage sellers, covering possible future purchases, 
amounted to $230 million. : ely. 

At the present moment, FNMA is in‘a.position to. purchase at market 
prices at’ least $1 billion of-mortgages.. That is ‘so becatise FNMA ‘is 
authorized, under its secondary market. operations, to-borrow 10 times 
its corporate capital and surplus. «The potential related unused 
borrowing authority at.the present time is approximately $1 billion. 

Also, mortgages are being sold from the current portfolio—the 
aggregate of firm sales contracts entered into during. this .calendar 
year through April 17 is more than $209 million. - Since the proceeds 
from borrowings, augmented by the proceeds from mortgage sales. and 
other liquidations, are confidently believed to be-adequate to meet: fore- 
seeable future. purchasing requirements of the secondaty market 
operations, there does not appear at this time to bé any need for, in- 
crease in the authorized amount of referred stock. 

We believe the principles incorporated by: the Congress in the 
FNMA Charter Act, which govern the conduct of the secondary 
market operations, were soundly conceived, We think they should 
not be changed unless by so doing the quality of the operations will be 
appreciably improved. -Accordingly, we have recommended for in- 
clusion in’S. 3399 only one change, contained in section 201, that would 
affect FN MA’s secondary market operations. 

Our proposal would: increase the ' maximum amount of a mortgage 
that. can be purchased under the secondary market operations from - 
$15,000 for each family residence or dwelling unit covered by. the 
mortgage to $20,000. Such a change would make possible assistance 
to housing serving additional families of moderate income, particularly 
larger families. 

The amendment would recognize the progressive increases in hous- 
ing costs which have taken place in recént- years. In addition,.the 
amendment would help to meet the special problenis faced by. higher 
cost areas. The staff report on income and housing of January 24, 
1957, prepared for the Subcommittee on Housing of the Senate Com- 
mittee on Banking and Currency, included a tabulation of the aver- 
age sales prices of new homes for 126 cities. Average prices ranging 
from $15,000 to $17,500 were reported by 24 cities, and 16 cities re- 
ported prices averaging $17,500 or more. Eight of these cities re- 
ported average prices of $20,000 or more. It becomes clear,.there- 
fore, that while the bulk of purchases by FNMA under its secondary 
market operations have been, and will continue to be, of mortgages on 
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lower priced homes—the average mortgage now being purchased is 
about $12,000—the 1954-imposed $15,000 limitation has been preclud- 
ing mortgage sellers from obtaining the intended services with respect 
to many mortgages covering housing which serves larger families or 
is located in the higher-cost areas. 

The increase above the present $15,000 is particularly appropriate at 
this time under the secondary market operations. ‘This is true be- 
cause under the recently approved Public Law 85-364 provisions are 
made, currently, for the purchase of mortgages not exceeding $13,500, 
at par, employing Government funds under the special assistance 
functions. 

To retain the $15,000 maximum now applicable to the secondary 
market operations would be almost tanamount to declaring that $1 
billion of private mortgage credit available for the purchase of mort- 
gages at market prices would be arbitrarily restricted to those mort- 

ages that happen to fall in the relatively narrow range between 
13,500 and $15,000. We think a great deal of good could be accom- 
plished if the upper limit of the range were increased to $20,000. 

In this connection I should note again that FNMA is in fact a mixed- 
ownership corporation, and that the secondary market operations 
constitute a business-type operation conducted almost wholly with 
private financing. 

Senator Sparkman. Mr. Baughman, I am going to have to leave 
and I am asking Senator Douglas to take over. Before I leave, I 
would like to suggest that without objection there be placed in the 
record at. the conclusion of Mr. Baughman’s statement a copy of a 
letter written to him on April 21, 1958, by Jack Carter, the staff direc- 
tor of this. subcommittee, and Mr. Baughman’s reply, dated May 1, 
1958. I think the information contained in that correspondence is 
very helpful and would be important for the record. 

(The letters referred to follow :) 

SUBCOMMITTEE ON HOUSING, 


SENATE COMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C., April 21, 1958. 
Mr. J. STANLEY BAUGHMAN, 
President, Federal. National Mortgage Association, Washington, D. C. 

Deak Mr. BAUGHMAN: As the nature of the mortgage market has changed in 
recent months and investment funds have become more readily available, it has 
been noted that the Federal National Mortgage Association has begun selling 
mortgages from its secondary market portfolio. 

In recent weeks, I have been watching your report which indicates the dollar 
amount of mortgages sold through certain specified periods. The last report, 
which reached my desk this morning, indicates that total sales have jumped from 
$10,567,000 for: the week ended April 3 to $32,131,000 for the week ended April 
10. In addition, there are sales agreements outstanding for the week ended 
April 10 of $99,553,000. 

The increase of FNMA sales, as you are aware, has encouraged complaints 
from: mortgage bankers. to the effect that these sales actions by FNMA have two 
undesirable effects. First, they “soak up’ money which should be channeled 
into.the purchase of newly originated mortgages so as to encourage construction, 
etc., and, second, it is probable that the sale of mortgages out of FNMA’s port- 
folio leads to’a change in the servicing agency. This very much disturbs the 
agencies which are servicing FNMA loans, for they fear the loss of income 
through the loss of such an account. 

While the chairman has not expressed to me any opinion on this matter, I 
know that he would be disturbed if he felt that the volume of FNMA sales had 
reached a point where it tended to be one of the few props holding up interest 





et 


oe 


ww 


—-. 


~ 


rw RP Wy 


4 


~~ 


"e vs ee 


—_—— = ee sh 


SS ae ae 


oa rw 


HOUSING ACT OF 1958 97 


rates on. mortgages, or that the sale of FNMA mortgages discouraged the possi- 
bility of channeling private investment funds into the purchase of newly orig- 
inated mortgages. 
I would appreciate having your comments on these matters and hope you will 
take this opportunity to express your views. 
Sincerely, 
JACK CARTER. 


FEDERAL NATIONAL MorTGAGE ASSOCIATION, 
Washington, D. C., May 1, 1958. 
Mr. JAcK CARTER, 
Staff Director, Subcommittee on Housing, 
Committee on Banking and Currency, United States Senate, 
Washington, D.C. 

DEAR Mr. Carter: This is in reply to your April 21 letter regarding the sale of 
mortgages by the Federal National Mortgage Association from the portfolio of 
its secondary market operations. 

The FNMA secondary market operations, as I view. theth, are functioning ‘as a 
true secondary market facility for residential housing mortgages by performing 
the two essential functions of— 

(1) purchasing FHA and VA mortgages in areas where, and at times 
when, there is need of liquidity for mortgage investments; and 

(2) providing a source of mortgages for investment purposes by selling 
the mortgages in areas where, and at times when, investment funds are 
available. 

Stated in slightly different terms, FNMA meets the varying demands of the 
housing economy by supplementing both the buying and the selling markets for 
FHA and VA mortgages through the purchase and accumulation of a mortgage 
portfolio during times when funds available for home financing are generally in 
short supply and by selling the mortgages when the’ reverse of this situation 
obtains. 

While FNMA does and will, of course, continue to provide:a degree of liquidity 
for home mortgage inv estments through its ‘(purchasing activities, the Associa- 
tion’s secondary market operations should not, however,. be considered only in 
relationship to such purchasing activities; if the Association is to continue to be 
useful to the mortgage industry, it must also sell mortgages.’ Unless the Associa- 
tion can and does sell as well as buy mortgages, its portfolio will not revolve and 
the effectiveness of the secondary market operations will, for all' practical pur- 
poses, be materially diminished or will cease entirely. Money made available 
by the turnover in the FNMA secondary market portfolio makés more:funds 
available for FNMA purchases of mortgages, thus carrying out a prime function 
of encouraging new housing construction. 

In my judgment, the FNMA sales situation involves more than a determination 
of whether the portfolio should be. offered to, or withheld from, today’s sales 
market. The basic considerations to be resolved are a determination of the 
volume of orderly sales the investment market might logically require, the 
terms under which the mortgages should be offered for sale, and the collaterial 
effects of these transactions upon the housing economy. 

You will recall that the tight money period of 1956-57 witnessed a widespread 
movement of funds, normally invested in housing mortgages, into other types of 
securities producing higher yields. The recént changes in market and economic 
conditions, characterized by reductions in borrowing costs, declines in yields of 
many types of investments, and increased savings have reversed these urifavor- 
able home financing trends. At the present time funds available for home 
financing, instead of being in short supply, more than meet current needs; the 
excess funds are available for, and need, immediate rather than future invest- 
ment. FNMA sales at this time serve the useful and constructive purpose of 
redirecting into the field of residential housing a substantial portion of savings 
investment funds that might otherwise be lost temporarily or permanently te the 
housing industry. 

There appears to be a feeling in some quarters that the FNMA sales program 
has the effect of absorbing funds that would normally be available for financing 
hew and existing housing transactions. I do not concur in that view. I have 
had occasion during recent weeks to discuss mortgage market conditions with 
numerous builders, lenders, investors, and home buyers here and in many parts 
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of the country. These people almost unanimously confirmed the opinion 
previously referred to that the current'supply of investment funds is more than 
adequate to meet all present and impending requirements: so that surplus funds 
are now, in fact, available for immediate investment. In by opinion, FNMA’s 
sales are absorbing only the excess funds not needed either at the present time 
or in the immediate future for; local and national home financing requirements. 
_ That the FNMA sales program is not adversely affecting the mortgage market 
is-substantiated further by the declining volume of offerings to the Association 
under its secondary market operations, and also-by the very limited. utilization 
of FNMA standby commitments. The Association itself has currently more than 
$1 billion:of potential purchasing authority, available for immediate purchases 
and standby: commitments. .This potential is being further expanded by addi- 
tional common stock subscriptions and additions to surplus and by the resultant 
tenfold increase in borrowing authority, as well as by the proceeds: of mortgage 
sales and other portfolio liquidations. 

Some concern similar to that stated in your letter has been expressed _re- 
garding the Association’s sales: policy, its prices, and the effect upon the market 
of the expected volume of sales. We.in FNMA realize: fully the possible effects 
which the offering of a portfolio such as that of FNMA can. have upon the 
mortgage. market.. In its-sales program, FNMA does. not offer its mortgages 
for sale except at prices which are deemed to be higher than current general 
market prices. Such a practice is possible becatse of the special circumstances 
that FNMA can and does. provide immediate bulk availability of mortgage 
investments. Other pricing factors include the interest rates of the mortgages, 
the Association’s acquisition costs, and the locations of the security properties. 
The sales program is being conducted in an orderly maner in consonance with 
changing market conditions. I believe it is self-evident that the practice of 
selling at higher than current general market prices could not result in sus- 
taining high interest rates. 

Organizations that seH mortgages to the Association have no justifiable 
basis for assuming.the Association will not sell the mortgages purchased from 
them’ when such sales may be made under favorable circumstances. As a 
matter of fact, FNMA’s servicers have continuously been aware that FNMA’s 
secondary market portfolio has been and is available for sale and they have 
been urged to negotiate mortgage Sales to their principals, as a means of pre- 
serving their servicing arrangements. Many of the servicers have been instru- 
mental in negotiating a large-number of the sales that have already been made 
or are being made. Thus, these servicers aré not only assuring themselves of 
future: servicing income from these mortgages but they are also assisting the 
Association to revolve its funds and, to that extent, are making it possible for 
future purchasing operations to be conducted by the Association if and when 
they are needed. 

I am glad to have had this opportunity to express by views regarding the 
subject of ‘your letter. If I may furnish you with any additional information 
about the Association's activities, please feel free to let be know. 

Sincerely yours, 
J. S. BAUGHMAN, President. 


Senator Busu. Mr. Chairman, will these hearings continue this 
afternoon ? 

Senator Sparkman. Yes. At 2 o’clock would be my thought. 

Senator Busu. In this room? 

Senator SPARKMAN. Yes. 

Senator Douglas, will you take over, please? I am sorry to leave, 
but I have to. 

Senator Dovetas. Will you continue, please, Mr. Baughman ? 

Mr. Baveuman. Special Assistance Functions: Special assistance 
that is exclusively governmental, and which employs United States 
Treasury funds only, is provided by the separate special assistance 
functions of FNMA. ‘There is no recourse to the Associations’ cor- 
porate capitalization. Subdivision (b) of section 301 of the FNMA 
Charter Act indicates that special-assistance aid is to be rendered pri- 
marily-with respect to selected types of mortgages originated under 
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special housing programs; but, also, provision is inade for such aid 
generally if and when the need is dictated by conditions in the 
national economy. FNMA provides special: assistance in the financ- 
ing of such mortgages “pending the establishment of their market- 
ability.” 

The language just quoted means, we believe, that the conditions 
under which special-assistance mortgages are purchased should ,be 
such that there. is.some reasonable possibility of ultimate sale of the 
mortgages; that is, all factors in combination, mcluding purchase 
prices and interest rates, should be such as to furnish reasonable 
assurance of ultimate resalability. It is orily-in this-manner that the 
investment of Government funds can be held to a practical minimum. 

Among the selected types of mortgages that have been already 
designated for special assistance by either the Congress or the Presi- 
dent are those covering the following classes of housing, listed accord- 
ing to our special assistance program numbers : 

11) Housing intended primarily for victims of major. disasters, 
such as hurricanes and floods; 

2) Housing in Guam; 

(33 Housing constructed or rehabilitated under urban renewal 

programs ; 

(4) Housing in Alaska; 

(5) Housing in connection with defense and military (Wherry) 
programs—now expired ; 

(6) Cooperative housing; 

(7) Capehart armed services housing and housing for civilian 
employees at a research or development installation of one of the 
military departments; 

(8) Housing for elderly persons; 

(9) Low-cost. housing—now supplanted by program 10; and 

(10) Low- and moderate-priced housing. 

By the addition of the $500 million recently provided by Public 
Law 85-364, the amount available for Presidential discretion special 
assistance has been increased to $950 million. Of that amount, $518 
million has been either used or earmarked for programs 1 through 
5 and 8 and 9. The substantial remaining portion of the $950 mil- 
lion continues available for additional activity under the special 
assistance functions, as and when needed. 

There are, in addition, three direct congressional authorizations: 

(1) $200 million for mortgages covering cooperative housing, of 
which about $40 million remains to be-used in purchasing mortgages 
covering consumer cooperative housing—program 6° referred to 
before ; 

(2) $500 million, which includes $50 million added by Public Law 
85-364, for mortgages covering Capehart armed services housing 
and also housing for civilian employees at a research or development 
installation of one of. the military departments, of which approxi- 
mately $37 million remains available for the commitment and pur- 
chase of mortgages covering housing for such civilian employees— 
program 7 mentioned earlier; and 

(3) $1 billion recently provided by Public Law 85-364 for com- 
mitments and purchases of mortgages not exceeding $13,500 covering 
new residential housing—which is program 10. 
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The legislative proposal that’ is contained in section 205 of S. 3399, 
which would have increased by $90 million the amount available to 
FNMA for Presidential discretion special: assistance was made both 
obsolete and unnecessary by the approval of Public Law 85-364 
which, as ‘I have stated, increased’ the amount in question by $500 
million. Consequently, it would be in order for the present section 
203 of S. 3399 to be dropped from the final bill. : 

-Our remaining legislative. proposal contained in §. 3399, section 
202, would give to FNMA appropriate discretion. to determine spe- 
cial-assistance -_purchase prices, and also fees and charges, as was 
provided originally in the 1954 FNMA Charter Act. The present 
statutory provisions (1) .require FNMA to purchase mortgages un- 
der its special assistance ‘functions at a price not less than par; (2) 
limit FNMA’s charges or. fees for .its special assistance services to a 
maximum of 11% percent; and (3) specify that not more than one- 
half of ‘such fees or. charges with respect to any. mortgage may be 
collected at the time of commitment. 

While FNMA’s ‘special assistance functions are: financed with 
Treasury supplied money only, the FNMA Charter Act states that 
the charges or fees.of the Association shall be imposed with the ob- 
jective that. the: fuictions be fully self-supporting. Also, as I have 
already said, FNMA is—and always has been—expected to resell a 
reasonable proportion of the mortgages it buys with Government 
funds, so that the use of such funds will be held to a practical mini- 
mum. The objectives of continuing operations on a self-supporting 
basis and of reselling mortgages in appreciable quantities seem highly 
unlikely of attainment if FNMA is required by law to pay par for 
mortgages which are valued by the market at less than par, and if 
FNMA continues to be subject to the present statutory controls re- 
lating to fees and charges. 

That mortgages: which shave been purchased within the range of 
market prices can’ be sold in:appreciable volume—without loss—is 
being amply demonstrated ‘at the present time. Since January 1 of 
this year the aggregate of firm sales contracts entered into, under the 
secondary market .operations, amounted to more than $209 million, 
as I have stated before. 

We cannot but question whether mortgages bearing differing inter- 
est rates, varying at the present time between 414 and 514 percent, 
can consistently be purchased at a. single uniform price—whether 
that price be par or. some other amount—as. is now required by law 
under the special assistance functions. . Clearly they cannot be sold 
on such a basis. Both price and interest rate are inseparable factors 
in determining yield, and yield is a principal factor in market pricing. 

When purchase ‘prices are being established, some consideration 
must be given to ‘market pricing factors if the resulting mortgage 
portfolio is to have a reasonable degree of salability, that is, if the 
investment of Treasury funds is to be held to a practical minimum. 

The special assistance functions were designed to supplement and 
encourage private investment in special categories of home mort- 
gages and not to supplant. such investment. In circumstances when 
the mortgages are valued by the market at less than par, the con- 
tinuation of the par-purchase requirement and the statutory con- 
trols on fees and charges make it impracticable for private investors 
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to compete in the purchase of even the more desirable of the mort- 
ages elivible for FNMA special assistance.. It is quite clear that 


‘n.the long run more funds would be available for the selected. cate- 


ories -of housing mortgages eligible for FNMA’s special assistance 
if private capital were actively encouraged to invest in, and become 
familiar with, such mortgages. 


MANAGEMENT AND LIQUIDATING FUNCTIONS 


As I stated earlier, the management and liquidating functions are 
basically ‘a program for managing and liquidating the mortgages ac- 
quired by the “old FNMA.” ‘The program. is to be carried on “in’an, 
orderly manner, with a minimum of adverse effect upon the home 
mortgage market aird minimum loss to the Federal’ Government.” 
Overall purchases of the “old FNMA” amounted to approximately $5 
billion. The portfolio at the end of March of this year was about 
$2.3 billion. Although these mortgages are not currently’ being ‘of- 
fered for sale to investors, liquidation has progressed rather rapidly, 
the portfolio and purchasing hability having been reduced more than, 
27 percent during the last 314 years. Taking into consideration. the 
$802 million of management and liquidating functions obligations 
issued by the association in October 1957 and the $797 million issued 
on January 20, 1958, more than 70 percent of the management and 
liquidating functions portfolio is currently being financed by private 
funds. We believe there is no need for legislation under this heading. 


S. 3398 


Mr. Chairman, my next remarks will be with regard to S..3398.. You 
will recall that last’ year there was a question as ‘to whether the legis- 
lation now recommended in S. 3398 was within the jurisdiction of the 
Finance Committee, instead of the Committee on Banking and Cur- 
rency. © onsequently, this year, it was decided to propose the amend- 
ment by separate bill, in order to facilitate an appropriate committee 
reference. I _understi and, however, that the. subject-matter repre- 


sented by S. 3398 is now again in your hands. 
Senator Dov atas. That is by a ruling of the Parliamentarian. I 
congratulate the Parliamentarian. e 


Mr. Baucuman. 8. 3398 is not a novel or unprecedented proposal, 
as I shall point out ina moment. It would amend the FNMA charter, 
as to the secondary market operations, by changing the formula under 
which FNMA computes its annual Federal income tax equivalent— 
which is paid to the Secretary of the Treasury. The bill would change 
the treatment, for purposes of the income-tax equivalent, of FNMA’s 
preferred stock dividends—which also are paid to'the Secretary. of 
the Treasury. Briefly, the formula, as changed, would allow treat- 
ing the preferred stock dividends as operating expenses. 

Last year, when we recommended substantially this same amend- 
ment, it was included in S. 1609, introduced by Senator Capehart for 
himself and Senator Sparkman. It was also included in H.R. 6659 
as that bill passed the Hotise of Representatives, but was omitted from 
the same bill in the form in which it was passed by the Senate. The 
provision was not restored to the bill by the conference committee. 
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With regard to the substance of 5. 3398, the Committee on Banking 
and Currency of the House of Representatives last year in its report 
on H. R, 6659 (H. Rept. No. 313, dated April 8, 1957) -set down the 


following concise explanatory statement: 


FNMA Payments in Lrev.or TAXes 


Section 204 would change the formula for computing the amcunt which FNMA 


pays to the Secretary of the Treasury, as the equivalent of Federal income taxes, 
with respect to its secondary market operations: FNMA ‘is’ required to make 
such payments in “an amount equivalent to the amount of Federal income taxes 
for which it would be ‘subject, if-it were not exenipt from-such taxes.” It is also 
required to reimburse the Treasury periodically, in the form:of interest on its 
obligations and dividends on its preferred stock at rates determined by the 
Treasury, for the cost of the public funds invested by the Government in such 
securities of FNMA. 

FNMA has demonstrated that the mandatory dividends that it is obliged to 
pay to the Treasury on its preferred-stock cannot be fully earned on the proceeds 
of the stock under’prevailing rates of interest when such dividends are regarded 
as a distribution of earnings after taxes. To resolve the nature of the dividends 
for tax. purposes, your committee has provided that FNMA may deduct, in 
computing: its Federal corporate income tax equivalent, any amounts paid to the 
Secretary of the Treasury as a return on the Government’s investment in FNMA 
securities. 

The preferred dividends paid: by MNMA' to the Treasury are, in effect, reim- 
bursement of costs to the Government, and they are computed in the same manner 
and serve the same purpose as interest. Interest is an operating expense. The 
Congress has in other like instances permitted payments to the Government in 
reimbursement of Government costs on amounts advanced for stock subscriptions 
to be treated as operating expenses. Section 583 of the Internal Revenue Code 
of 1954 is in point. It especially provides that dividends paid on the Govern- 
ment-held preferred stock of national banks, State banks, and insurance com- 
panies, shall be allowed as deductions in the computation of the Federal cor- 
porate income tax. 


Section 583 of:the Internal Revenue Code of 1954 was originally 
enacted as section 121 of the Revenue Act of 1934 by Public Law 374, 
74th Congress, Ist session, approved August 27, 1935. Under this 
provision the several thousand banks and trust companies in which the 
Reconstruction Finance Corporation purchased more than three 
quarters of a billion dollars of preferred stock were allowed the same 
deduction from gross income of dividends paid on their RFC-held 
preferred stock that would be allowed FNMA with respect to divi- 
dends paid on its preferred stock held by the Secretary of the Treasury. 
Thus, as I stated earlier, there is no new precedent in our proposal. 

The FNMA Charter Act provides that concurrently with the retire- 
ment of the last outstanding shares of FNMA’s Government-held 
preferred stock, the association shall pay to the Secretary of the 
Treasury an amount equal to that part of the general surplus and 
reserves of the association which shall be deemed to have been earned 
through the use of the capital represented by the shares held by him 
from time to time. This provision for the Secretary of the Treasury 
to share in retained earnings of the association upon the retirement of 
his preferred shares assures the Secretary of the Treasury, the associ- 
ation’s principal stockholder, of a.full share in all of the earnings of 
the association.. A major portion of any retained earnings resulting 
from the proposed change in the computation of FNMA’s income tax 
equivalent will therefore go tothe Secretary of the Treasury. 

This legislation is made particularly important and needful by the 
fact that the return received by FNMA from the current yield on the 
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secondary market operations mortgage portfolio, in which the proceeds 
of the Treasury-held preferred stock are invested, has proven to: 

substantially msuflicient (pro rata) to cover the dividends FNMA. is 
required to pay to the Treasury. The reason is that under existing 
law these dividends must be treated as a distribution after taxes. . The 
effect of this treatment is that the proceeds of the Treasury-held pre- 
ferred stock, when invested in mortgages, require a net yield of 5.73 
percent, before taxes, to meet the current Treasury-prescribed pre- 
ferred stock dividend rate of 2.75 percent. Of course, a net yield of 
5.73 percent is not realized from FHA-insured and VA-guaranteed 
mortgages. a 

The proposed changé in FNMA’s tax computation formula would 
allow FNMA more effectively to provide the supplementary assistance 
to the secondary mortgage market that was intended by the FNMA 
Charter Act. Thus far, of course, in determining the amounts to be 
paid for mortgages, it has been necessary for FNMA to take into, ac- 
count its higher operating costs under existing legislation. To the 
extent the amendment would result in the Association’s facilities being 
more fully used, the transition to full private financing and ownership 
called for in the Charter Act would be hastened, and the Government 
would sooner be relieved of a large financial burden in the housing field. 

The amendment would have no force or effect when the Secretary of 
the Treasury no longer holds any of FNMA’s preferred stock. 

Mr. Chairman, I have concluded my presentation and am ready to 
answer questions about FNMA. 

Senator Dovetas. Senator Monroney. 

Senator Monroney. Mr. Baughman, have your purchases of GI’s 
and FHA’s stepped up since the passing of the emergency housing bill? 

Mr. BaucuMan. That is the special assistance program for mort- 

ages of $13,500 and under. We have actually issued commitments of 
144 million. 

Senator Monroney. And that is above what you have been issuing 
in the current period ? 

Mr. Baucuman. Yes, sir. It is on this particular program and it 
is no substitute for anything else. It isa particular program. 

Senator Monroney. But that is designed to give a stronger support 
to GI’s and to the $13,500 and. up. Is that correct ? 

Mr. BaueuMan. It is giving a stimulant to mortagges of $13,500 
and less. 

Senator Monroney. I thought when the Congress boosted the GI 
loan rate we were told by every speaker that favored this increase 
when all other interest rates were going down that this was to fit. the 
interest to the market. If it was then would it not be reasonable to 
assume you would not have had to support these new, higher interest 
bearing mortgages? In other words, we raised the interest rate but 
also raised the amount of business you are required to do to support 
the market. 

Mr. BavueguMan. Well, to speak particularly about the VA I do not 
think the 434 percent rate on VA is quite a high rate today. 

Senator Monronry. You mean that was not high enough. Is that 
correct ? 

Mr. BaveuMan. That is correct. 
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Senator Monroney. In other words, we are still in a sitdown strike 
on mortgage money ¢ 

Mr. Cox. What,do you mean “sitdown strike” ? 

Senator Monronrey. We were told when we raised the rate this 
would release all of those podls of vast funds that the insurance 
companies and mortgage lenders ‘had. . We raised it against, many 
protests; and we still find it is not high enough to bring out the 
private. money we were told would flow jn such’ great amount. 

Mr. Cotz. The Administration did not say that the rate fixed by 
Congress would be adequate under that market. 

Senator Monronry. Then what did we raise the interest rate for? 
Mr. Corx. You did not raise it to that figure at which. the Ad- 
ministration felt, considering the then present market, would be 
adequate. I-do. not know why 3 you fixed that figure. © ongress fixed 
that figure based on the judgment. of C ongress of what interest rates 

should be. We just happen to, have ‘disagreed with that. 

Senator Monroney. Assuming’ that the 434, percent rate on the GI 
is too low, how .does it happen: the FHA’s at 514 percent are picking 
up about half? 

Mr. Corz. You mean inthe FNMA? 

Senator Monroney. Yes. 

Mr. Corr. I would suggest’: we watch the FNMA buying for a 
little while before we draw. spécific conclusions. Remember that the 
VA program had deteriorated—parenthetically may I say by reason 
of the fact that Congress refused to raise the rate of interest—the 
GI program deteriorated to such an extent that they were not too 
well prepared to undertake the responsibilities which were given to 
them. at that time. But the par purchase by FNMA ought to make 
it easier for people to utilize this facility. 

I know the Senator is well aware of the fact that mortgage rates 
of interest are not firming up, but are becoming softer, and more 
soft. .How long this will continue is a matter of opinion. I do not 
know and Ido not think anybody knows. As it does continue, of 
course the 484 interest rate becomes more competitive in the market. 
Our judgment is.as of today nationwide it is not quite competitive. 

Senator Monroney. In other words, the FHA rate was raised by 
you in December 1956 from 41% to 5 percent. 

Mr. Corr. Yes. 

Senator Monronery. Then in August 1957 it was raised to 514 
percent. 

Mr. Cote. | Yes. 

Senator Monxroney. How much higher will we have to raise the 
rates of Government insured mortgages ? We are about where we 
were when there was no insurance behind mortgages in the great 
depression of' the 1930’s. 

Mr. Corx. No. We are considerably behind it, if I may say so, 
when you take into account the fact that there were second mortgages 
and many mortgages at 6 and 7 percent. 

Senator Monronry. There are still some second mortgages now 
between 8 and 10 percent. 

Mr. Core. Of course, but the second mortgages came about by 
reason of the fact that we had at that time a tight money market 
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and.a money market: in which a great many private and public 
borrowers were competing. 
Senator Monroney. You are getting right close to it. Is there any 


* discount on these?. There is none now, is there? 


’ Mr. Core. On which ? 

Senator Monroney. ‘On the 5%4 percent GI's. 

Mr. Coir. No. You mean special assistance mortgages purchased 
by FNMA? 

Senator Monroney. Yes. 

Mr. Cote. That is at par.. Of course, you understand there is 4 
service charge attached to it. 

Senator Monroney. What is that? About 1 percent? 

Mr. Bauauman. 114 percent, which includes the commitnient fee. 

Mr. Coxe. 114 percent total. 

Senator Monroney. That does not include the service cliarge of 
2 percent that these people are supposed to buy in stock -for the 
mortgages. 

Mr. Core. That is 

Mr. Baveuman. There is no stock involved. 

Senator Monroney. They buy 2 percent dollar for dollar. 

Mr. Coxe. That is right, but it is under the secondary market 
operations. 

Senator Monroney. So that also is in the nature of a discount, 
is it not? 

Mr. Coxz. Not quite. 

Senator Monroney. How do you account for the fact that your 
stock is always sold for about half of what it is worth? These fellows 
get rid of it as fast as they get it. They buy only because they are 
compelled to buy, and consequently the home buyer is paying the 
11% percent service charge plus the 1 percent loss on the stock he buys. 

Mr. Core. No. We are talking about two different programis. 
Stock purchases apply only to the secondary market operations and 
not to the special assistance programs. 

Senator Monroney. He saan not have to buy the stock on the other ? 

Mr. Coxe. There is no stock purchase under the special assistance 
functions of FNMA. 

Senator Monroeny. He pays 144 percent on the other ? 

Mr. Corr. Yes. 

Senator Monroney. I want to know how much higher and longer we 
will have to go on adding to that for the money lenders who are 
trying to get the price for mortgage money back to what it was before 
we had FNMA and before we had FHA. We were paying about 
6 percent on prime mortgages anywhere during the thirties. Now we 
are back almost, with the 114 percent added to the 514 percent, to the 
6-percent fee that had to be paid during those days when there was 
no FHA and there was no FNMA and there was no great.Government 
operation and all of this mechanism which we built into the woodwork. 
Now we find interest rates, with this Government insuranee, are hit- 
ting a peak of nearly 6 percent. 

Mr. Corr. This is the flexible interest rate Senator Douglas and I 
discussed. 

Senator Monronry. It always flexes upward and never down. 
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_ Mr. Corts. That is what we discussed a few moments ago. . It does 
flex downward, I said to him that it does not flex downward when the 
market justifies it, then the agency is not performing its responsibility. 
The market determines the rate and not the agency. 

Senator Monroney. If the market is going to etermine the rate 
‘and the market determined the 6-percent rate during the thirties, then 
why are we spending all of this money and borrowing it from the 
Treasury to-help maintain the 6’ percent rate ? 

Mr. Cortx. We are not maintaining the 6-percent rate. 

Senator Monronry. Five: and one-fourth plus one and one-half 
percent is practically six or a little over, 

Mr. Core. Iam sorry. You do not have your formula computed 
correctly. 

Senator Monroney. Is it not 114 percent? 

Mr. Corr. No. It is not 5% plus.1% percent interest. No one is 
paying 6 percent. No. Mortgagors are not pay ing 6 percent interest 
under this program for the purchase by FNMA of mortg: uges of $13,500 
or less. 

Senator Monroney. Will you compute the rate ¢ 

Mr. Core. Will I? 

Senator Monroney. Yes. Will you show it for us? I would like 
to have a breakdown on the $144 million as to how much is GI and 
how much FHA. 

Mr. Corr. Almost half ;57 percent is FHA. 

Senator Monroney. But the higher rates did not bring out the pri- 
vate money and you are still having to take in more and more 
mortgages. 

Mr. Cotz. Mr. Baughman has a comment. 

Mr. Bavenman. There is one thing we have to understand in con- 
nection with the issuing FNMA’s commitments. Even though the 
mortgagee does have a FNMA commitment covering an FHA mort- 
gage we will ordinarily accept a GI mortgage. I think a great many 
transactions, although they originate under FHA insurance commit- 
ments, will probably end up as GI mortgages on account of the terms. 

Senator Monronry. You have a dual commitment there? 

Mr. Baveuman.’ We make our procedures flexible so that we will 
generally take either one. 

Senator Monroney. If you make an FHA commitment it is inter- 
changeable to GI? 

Mr. Baucuman. That is correct. 

Senator Monroney. Thats all I have. 

Senator Doveras. Senator Bush. 

Senator Busu. Mr. Chairman, I would like to go back to page 2 of 
Mr. Baughman’s statement in the middle paragraph where it says: 

Consolidating all of the figures for Comparative purposes only, the public 
held 81.3 percent ($3,064.4 million) of FNMA’s outstanding obligations compared 
to 18.7 percent. ($703.8 million) held by the Federal Government. 

What date are those figures applicable to? 

Mr. BAveuMan. March 31. 

Senator Busn, Of this year? 

Mr. Baveuman. That is correct. 
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Senator Busu. Then yousay: 

In contrast to the foregoing, the figures at the end of the 1956 calendar year 
were: Owed. to private investors, 26.3 percent ($770.4 million) ; owed to’ the 
Federal Government, 73.7 percent ($2,162.7 million). 

Which is held by the Federal Government. Is that right? 

Mr. BavGHMaANn. Yes, sir. ; 

Senator Busu. Why was that difference there? :Why is it? At 
that time the Federal Government had this tremendously. large per- 
centage of mortgages and as of March 31 this year that situation is 
really reversing. 

Mr. Bauecuman. I do not think if you say a “percentage of mort- 
gages”—it is not quite true—the percentages relate to the debt out- 
standing against the portfolio during 1957, both on the secondary 
market operations and the management and liquidating functions. 
Both of them went to the private market and financed some of :the 
debt that was owed as of December 31, 1956, to the Treasury. ‘In 
other words, we did a lot of private financing between then and March 
31,1958, and reduced the amount owing to the Treasury of the United 
States. 

Senator Busu. Does this paragraph here apply only. to the sec- 
ondary market operations ? 

Mr. Bavucuman. No. This includes both. 

Senator Busu. It includes both? 

Mr. Baucuman. Yes. 

Senator Busu. It is not clear to me what caused this revolution? 
The public is now holding 81 percent, whereas a little less than:a year 
and a half ago they only owned 26 percent. 

Mr. Baueuman. I think one of the things that influenced it—we 
come out with a second large public issue of notes on the management 
and liquidating functions—I think the Treasury Department had the 
problem of the public debt ceiling in December, and as a consequence 
a considerable part of the management and liquidating portfolio debt 
was refinanced with private investors. 

The other part was the secondary-market operations, which were 
largely financed privately during the entire year. 

Senator Busu. I.see. Now. I would like to turn to page 11, or go 
back to the bottom of page 10 where you say: 

It is quite clear in the long run more funds would be available for the selected 
eategories of housing mortgages eligible for FNMA's special assistance if private 
eapital were actively encouraged to invest in, and become familiar with, such 
mortgages. 

How should private capital be actively encouraged to invest in these 
mortgages ? 

Mr. Baucuman. I think we attempted to explain, Senator, that if 
FNMA pays par or a price above the market, or a better price than 
the market is bringing, you will not get private interests to comé in 
and buy up these mortgages. But if you could fix your prices and 
fees at such rates that you were not in competition. with them, you 
would take only the mortgages where there is not.some private financ- 
ing, and there then would be some hope. I believe the private: market 
would absorb a great deal. But if our prices are so high that they are 
materially higher than the market, you cannot expect private interests 
to come in and purchase the mortgages. 
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Senator Busn.. I have no other questions. 

Senator Doveras. Senator Clark.- . 

Senator Crarx. Gentlemen, you said a little while ago that the in- 
terest rate on mortgages was, I thing you used the word “softening,” 
Mr. Cole. Speaking now with reference to the secondary mortgage 
operation, can you give us any insight at to what has happened to 
‘the interest rate.on ‘mortgages since the Federal Reserve ‘changed 
‘its tight, money policy and began’ to pump more money into the 
‘ market ? 

Mr. Core. We see more money available for mortgages, let us say, 
“today than there was 90 days ago. |W think there is no question about 
that.. And we find thatthe interest rate of 514 percent on FHA is now 
competitive in more areas than it’was before. We know in New Eng- 
land, for instance, in some instances it is at par. In a few instances. 

Senator CLark. What is “at par”? 

Mr. Core. Five and one-quarter percent FHA. Our reports from 
the builders with whom we talked tell us money is more available now 
than it was before, and generally speaking we find a definite—more 
availability of funds for mortgages than there was some 60 to 90 days 
ago. 

"Bonator Crark. Of course, that is all empirical and maybe that is 
the best you can give us. 

Mr. Core. No. I am sorry. Let me add this: I do not have the 
figures in front of me but I can give you, sir, the change in the avail- 
ability of funds by State, or by region. FNMA, for instance, have 
figures which will indicate the change in the situation in their second- 
ary market. For instance, the purchases changing in FNMA indi- 
cates more funds are available than were before. 

Senator Crark. I understand that more funds are available. I 
think any child would know that in view of what has happened at 
the Federal Reserve. But what I want to know is what is presently 
the interest rate on the mortgages which FNMA is buying in the 
secondary mortgageoperation. Has that rate tended to go up or down 
or remain constant, let us say, during the first 4 months of 1958. 
Are those figures available ¢ 

Mr. Baveuman. Yes. They are. 

I will say, of course, our Board, during the time you are talking 
about, in line with the Federal Reserve market, changed our prices 
upward. In other words, we raised our purchase prices for 414-per- 
cent mortgages 2 points. That is a 2-point rise on the 414-percent 
mortgage from what we were paying at the beginning of the year. 

Senator CLark. We are talking a little bit at cross purposes because 
I am not, trying to be critical, but to get information. 

Mr. Bavenman. But I want to show you how we have changed. 
We recognize the improved market. 

Senator Ciark. The economic indicators which Senator Douglas 
quoted to you gentlemen make available some very useful statistics 
as to interest rates in practically all fields of lending except mortgage 
lending. It would be very helpful to me personally and I think the 
committee generally if we had the benefit of your experience as to what 
is happening with respect to mortgage interest rates during calendar 
year 1958. 

The point which some of us made, and I suspect some of our friends 
would deny, is that there has been an undue and unnecessary lag in 
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mortgage interest rates coming down, whereas all. other interest rates 
have come down, in some cases precipitously, and. in all cases sub- 
stantially. 

If you could furnish us'some figures, Mr. Baughman and Mr. Cole, 


‘aS to what has happened to: the mortgage interest. rate with respect 
to the mortgages which you are dealing with in your secondary 
mortgage functions, and perhaps through FHA, it would be helpful. 


Mr. Cote. FHA has some. 

Senator Ciark. I think it would be very helpful to us if we had it 
from the first of the year. Will you be good enough to do that? 

Mr Cote. Yes, we will do that. 

(The following information. was . subsequently furnished by 
FNMA::) 

It is to be recognized, of course, that the fixed-interest-rate ceilings applicable 
to FHA-insured and VA-guaranteed mortgages prevent: the rates from rising 
above the ceilings whenever the market. otherwise. might call for such a rise. 
In such circumstances, discounts,- which constitute the only available factor that 
ean effect the necessary adjustments, result in various prices below 100 (so-called 
par). 

FNMA’s continuing studies of market prices show that mortgage interest rates 
are currently in a progressively declining phase. From January 1, 1958, the con- 
verse progressive increases in: the-average market prices, by regions, for FHA 
section 203 and VA section 501 mortgages are shown in the following table de- 
veloped from FNMA’s continuing studies: 


Summary of average market prices of FHA section 203 and VA.section 501 
mortgages by Federal National Mortgage Association agency areas 

















| 
| 4h6 434 5 percent 5% 
Area Date, 1958 | percent | percent | FHA- | percent 
| VA-501 | VA+501 203 «=| FHA-208 
| 
PE ONE nn teide teh epacaccks aan Sieetdpidswh | January-.... PRG Bente | 94.2 97.3 
February - - - MG et | 95.5 | 97.5 
| March. .__.. Si a A ac 95. 5 97.7 
April.....3:- 93. 1 95,2 | 96. 2 98. 0 
is ie inca ks Sutin catataas each ean lear WD Be nntaceies 93.3 97.1 
(Alabama, Florida, Georgia, Kentucky, |. February... - GEE Sea cia | 95.1 97.5 
Mississippi, North Carolina, Puerto Rico, | ‘March. ..-.- | oy ee | 95. 1 97.6 
South Carolina, Tennessee, Virgin Islands). | Avett +o. | 92. 6 | 94.5 | 95.3 97.8 
Phibadetphie. ... . -.-1....--'-o0'n n= = 02 2000----|. SORUETY 23s | ties ; 96.2 98.2 
(Connecticut, Delaware, District of Colum- | February -. OB Silk cous. 96.5 98. 5 
bia, Maine, Maryland, Massachusetts, | March ---_-- | SOc uses 96. 5 98. 5 
New Hampshire, New Jersey, New York, | April_....--- | 95.1 97.1 | 97.2 99. 2 
Pennsylvania, Rhode Island, Vermont, | 
Virginia, West Virginia). | | | 
Rr OE ann ees ea ae | January_---. | ORGS cicccdcees | 94.7 97.2 
(Dlinois, Indiana, Iowa, Michigan, Min- | February_ -| res | 95. 4 97.5 
nesota, Nebraska, North Dakota, Ohio, | March__-_--- WO Pereewaan | 95. 3 97.8 
South Dakota, Wisconsin). | April_.:....: 92.1 94.5 | 95.9 98.0 
Dallas_..._..- Seah ee ep lpersaear, b | January_.__- | DO ict | 92. 6 97.1 
(Arkansas, Colorado, Kansas, Louisiana, | February. --| S38 bck. 95. 0° 97.2 
Missouri, New Mexico, Oklahoma, Texas). | March_-_---- 90.8 |....-- hell 94.5 97.4 
| Apel .-::... | 93.0 WS Coon cen 97.6 
TO TN ais tine keane tena craig tds, 9 | CE A iccccbdnenill 94.0 96.7 
(Alaska, Arizona, California, Hawaii, Idaho, | February__- -| Gee didcacenwabnantintaey 97.0 
Montana, Nevada, Oregon, Utah, Guam, | March. _--.- | CEB) cdc cents } 96. 0 97.3 
Washington, Wyoming). SAREE astninna 92.9 94.6 | 96. 2 97,8 
| | | 





Senator CrarKk. In another field, probably because Pennsylvania is 
in an area where the recession has hit pretty badly, I have had-a good 
many inquiries from constituents with respect to mortgage foreclos- 
ures, and naturally enough the usual thought of people in distress as 
to the possibility of a mortgage moratorium. 

Do you have any figures. which would indicate the rate of default 
and foreclosure of FHA and HHFA mortgages since the recession. set 
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in? And perhaps could the FNMA mortgage operation throw further 
light onthat?, |. ebb beis 

Mr. Baveuman, Yes. There are statistics published by the mort- 
gage bankers, and also we make out a quarterly report of delinquencies. 

enator CruarK. I think it would be very helpful to the committee 

if you could give us the number of foréclosures and defaults, let us 
say, starting as of last Setember 30 when the recession began, so that 
we can see whether there is any problem here which requires congres- 
sional attention. | 

I am very much concerned about this spiral in which a man loses 
his job and then defaults on his refrigerator and then defaults on his 
mortgage, and the first thing you know he is cleaned out and leaves. 
This is a real problem of a national nature, at least in my State. It 
would be helpful to us. if you would give us some figures on that to see 
to what extent we are getting into that. pretty bad spot. 

(The following information. was subsequently furnished by 


FNMA:) 


Senator Clark suggested the inclusion in the record of FNMA statistics, 
starting as of September 30, 1957, showing the relative volume of foreclosures 
and défaults. Accordingly, the following table is furnished: 


Status of mortgages in portfolio 

















| Analysis of delinquencies 
Mort- | Mort- | Mort-. | | 
Date gages in gages gages de-| Under | 1to3 3to6 |6 months | In liqui- 
portfolio | current | linquent | forbear- | months| months} and over | dation ! 
| | |} ance | | | (fore- 
| closure) 
. | | | 
Sept. 30, 1957; ; 
Number... -- “| 463,951 459, 039 4, 912 390.| 3,214 | 395 43 | 870 
PUN AS tes 5 oicutiewcoemnabe 98, 94 1.06 | 0.08 0.69 | 0.09 | 0.01 0.19 
Dee. 31, 1957: ee | | 
Numbe?._..-...------| 479, 740 474, 306 5, 434 157. | 3, 633 | 664 | 257. 723 
PRN 6 osc tic beseus ee. 98. 87 1.13°} 0.03 | 0.76 0.14 | 0.05 0.15 
Mar. 31, 1958: a cee | | | 
Number.,..,.-...!.. 488, 144 481, 247 6, 897 «| 245 | 4, 830. | 623 | 57 1, 142 
WII? FS: ota adlmcinndtoed { - 98.59.) , 1.41 0.05} 0.99) 0.13 0.01 0. 23 
| } 





1 The numbers and percentages of mortgages in liquidation (foreclosure) .are. affected. adversely by un- 
favorable experience with a substantial volume of tnortgages covering projects of national-defense housing 
situated in critical-defense areas insured under sec. 903 of the National Housing Act. The following relates 
to the “Im liquidation (foreclosure)”’ column above: 


Some _ — ocean nny - shane - ena 


Number of | Percent sec. 





sec. 903 | 903 accounts 

Date } accounts | to total ac- 

included | counts in 

| in totalin | liquidation 

| liquidation | 

Sept. 30__.-..- ipaceleciiia habiakee ote nna ‘ - Kd 279 32.1 
Dee, 31--..-... na pe pin pik alles whan ba i : 115 | 15.9 
PPG BOR tines Shee ase Se puna an a hecbeidaie 391 | 34. 2 


Senator (Lark. Ona third matter I would make the same comment 
I made earlier, Mr. Cole, and I suppose get the same answer from you, 
with respect to raising the amount of mortgage which FNMA could 
purchase from $15,000 to $20,000, which I. made with respect to raising 
the FHA mortgage to $30,000. I suppose you would make the same 
reply. 
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Mr. Cote. I am not sure I got into that question. 

Senator CLark. My point 1 is this is just an encouragement to the 
building and financing of higher priced houses: at the expense of 
moderate and low-priced houses. 

Mr. Core. I think i it is a matter of judgment, frankly, Senator. As 
came up in the colloquy of Senator Douglas with Mr. Mason, it is a 

matter of judgment as to where the ceiling will be placed, and it is my 
opinion that there should be a ceiling; and it is my opinion that there 

should be a ceiling based upon the moderate cost house and the 
mode ate income family. 

Senator Dovexas. Then you differ from Mr. Mason. 

Mr. Cotz. No. If I may so, I doubt Mr. Mason and I differ. 

Senator Dovetas. He said all groups. 

Mr. Coxe. I understood his attitude and you did not when he said it. 
I think I did because I talk with him a great deal. 

Senator Dovetas. You are able to read his mind. 

Mr. Cotz. No. Not at all, but we have talked many times about 
problems of these kinds and when he said, therefore, that he would 
like to have all Americans have the benefit of all the programs, we will 
put it this way, he wanted people in different circumstances to have an 
opportunity to take the benefit of it. I think I had better stay on what 
I think rather than on what Mr. Mason thinks, because I can’t read 
hismind, Iassure you. Thisis FNMA. 

Senator Doveras. You withdraw your interpretation of what Mr. 
Mason thought ? 

Mr. Cox. Not necessarily. I just do not think I should continue, 
because I do not want to read his mind. Now as Mr. Baughman com- 
ments I want to be sure I am talking about FNMA which does reflect 
the whole thing. There is a distinction between FNMA and its raise 
of the ceiling and the FHA rise in the ceiling. Turning first to the 
FHA I want to make it very clear. itis my. opinion there should be-a 
ceiling and that ceiling should be fixed so as to permit FHA to serve 
the moderate cost house and the moderate income family. I do not 
want any distinction. It is very clear in my-mind. 

Now, where that ceiling should be placed in FHA is a matter of 
judgment. In 1934 it was fixed at $16,000. It was changed again ‘in 
1956 to $20,000, and now we are suggesting it be raised. - ‘We are sug- 
gesting that primarily because we believe we would be still serving a 
moderate cost house in.a moderate income family. 

Senator Doveras. I would remind the gentleman taking the photo- 
graphs that cameras are not permitted in Senate rooms unless there is 
special permission, and while I have nothing against this gentleman 
I ask him to turn in the camera. I protect witnesses and I will simi- 
larly say this is unorthodox procedure. I ask the Sergeant at Arms to 

take the camera from the gentleman and return it to him after the 
hearing, 

Senator Crark. Could I get back, Senator, to my colloquy with 
Mr. Cole? I do not know whether you were interrupted i in the middle 
of your statement before, but I would like to bring you back ‘to a 
specific question which is, would you not agree tliat the great need for 
housing is in the field of houses that will sell for $20 000, -single- family 
dwellings of $20,000 or less? 
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_ Mr. Core. Yes. I'think so. When we are talking in terms of 
quantity. 

Senator Ciarx. And.since we are actually talking about a form of 
Government subsidy here I wonder if you would disagree with me that 
the Government should not subsidize the sale or mortgage of housing 
which does not fill the really primary need ; and there would be some 
who think the Government should not subsidize housing at all. 

Mr. Corr. Yes. If I may have one caveat. That is the question of 
subsidy of FHA and whether FHA is a subsidy. Certainly FHA is 
a Government operation, supported by Government assistance and by 
Government aids, If I may not get into that kind of argument 

Senator Crarx. I.do not want to get into semantics with you. It is 
Government assistance. 

Mr. Corn. It is Government assistance and a Government program, 
and I think this kind of program, is justified only if it benefits the 
moderate income class of people. 

Senator Ciark. Therefore, the only difference between you and me 
would be how high to set the ceiling. 

Mr. Core. I think so. 

Senator Ciark. I want to go finally to a somewhat different subject, 
briefly, with Mr. Baughman. Preliminary, Mr. Baughman, we have 
pending in our Small Business Subcommittee legislation dealing with 
the creation of a capital bank, or an agency which would make long- 
term financing available for small business. One of the controversies 
which the committee has not yet settled is where to lodge administra- 
tive responsibility for such an agency. It has been suggested that 
the Small Business Administration would be an appropriate place to 
a it. It has been objected that the Small Business Administration 

as a different function, namely, dealing in commercial loans to small 
business, and that investment banking long-term loans and equity 
financing is a different function and would not be appropriately 
placed in SBA. 

It occurs to me that your agency, the FNMA, has three functions 
which seem to me. to . quite different: The secondary mortgage 
operations, the special assistance functions and the management and 
liquidation function: I am wondering whether you find any admin- 
istrative difficulty in managing those three quite separate functions 
under one agency head. 

Mr. Bavcuman. If course, I probably would say nothing else than 
that I find no difficulty. I.think there is a terrific advantage in our 
operating these three functions rather than doing it separately, be- 
cause I ‘think it is primarily the main business of the corporation. 
We See the business side and also the side rendering the assistance, and 
I think we are able to recognize it. and also our staff is very familiar 
with that. particular problem. 

Senator Cuark. You think the three functions are sufficiently re- 
lated. so it is desirable to have them coordinated under one admin- 
istrative head ¢ 

Mr. BavenmaNy. I think it is a big advantage to have the people 
with the knowledge do the job rather than separate. 

Senator Cuark. Mr. Cole, you seem to me to have more cats and 
dogs under HHFA than almost any other governmental agency in 
existence. I wonder whether you feel with the administrative stress 
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and strain you have agencies which you have to deal. with and- co- 
ordinate and administer that are so different that you wish you did 
not have them all. If you were laying down a straight organization 
chart do you think some of them should perhaps be divorced ? 

Let me say I am not asking this for any other purpose than to get 
a judgment for our Small Business Subcommittee as to whether this 
capital bank function could appropriately be placed in SBA or should 
be in a separate agency, or whether we should put it all in the Federal 
Reserve, which some say is the place for it. 

I solicit your expert advice and say this question is not loaded. 
Some of my questions are. 

Mr. Coir. I appreciate your objectivity in this regard, Senator, 
and, may I say, always. Now if | may permit myself not to com- 
ment about whether this particular program should be put under 
HHFA—because I have not personally studied it—let me say this—— 

Senator Crark. We are not trying to put this one under HHFA. 
You are thinking of the area redevelopment. 

Mr. Cote. Yes, I am. That is true. That has me stuttering a bit. 
I recognize the differences of opinion which are now apparent among 
the industry and the consumer and other groups, about the various 
programs under HHFA. Frankly, when I came into the Agency I 
was not sure whether the HHFA should undertake all of the various 
responsibilities which were involved. Whether my change—shall 
I say change of opinion or solidifying of opinion—had to do with 
the fact that [ happen to be the head of the Agency and therefore 
became a bit prejudiced and biased, I am not sure. It is difficult for 
one to determine. But my feeling is that the programs carried out 
under the responsibilities of the HHFA are properly placed there. 

I do not agree that by reason of the fact that we have “welfare pro- 
grams” warps judgments to be made on the “business type programs.” 
I do not think there is a weakening of either program; or, that: the 
business judgment weakens the so-called social: judgment. of the 
Agency, or vice versa. I have found that the judgment of the people 
in the Public Housing Administration on matters of economics are 
sound. In my dealing with them I feel that they understand and can 
and do contribute to the thinking of the Agency with respect to some 
of our more, shall I say, conservative programs, if you’ want to use 
that term. 

Senator Crark. Moneymaking programs that supplement; like 
FNMA. 

Mr. Corr. Yes. And in FNMA we have the same understanding. 
The special assistance programs which are really social programs—— 

Senator Crarkx. Welfare programs. 

Mr. Cote. They are welfare programs and set up for that purpose. 
On the other hand, Mr. Baughman deals with them with a great deal 
of skill, when at the next moment he may be dealing with the secondary 
market, which some of our good friends on the Senate committee niay 
disagree with our operations on, because it is a little. similar. to a 
banking operation—and it is. It is almost a private enterprise 
operation. 

Senator CLark. Some of us think you are quite eager to make that 
fast buck. But you do not find any administrative difficulty in super- 
vising and administering the various agencies which are under. you? 
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Mr. Corz. Not any more than I think any other administrator in any 
other program. 

Senator Crark: I guess you would not object to being given Cabinet 
status ? 

Mr. Corx. I do not think that this is in the—you are not talking 
about me personally, but about the Agency. 

Senator Crark. Yes. 

Mr. Core. I do not think this is in the picture for the present, 
Senator. This Agency has gained a tremendous amount of strength 
and prestige over a period of ‘years. It is complex and important 
and has a tremendous impact on the social and political and economic 
lives of our people, and many people believe it should be a department. 
This is a matter which I am not ready now either to comment upon. 

Senator. Crark. I imagine it is not in accordance with the program 
of the President. 

Mr. Corr. That is.correct. 

Senator CiarK. So you would not want to speak on it. Thank you. 

Senator Doveras. Mr. Baughman, I call your attention to your 
statement at the bottom of page 9, where you say: 

The objectives of continuing operations on a self-supporting basis and of re- 
selling. mortgages in appreciable quantities seem highly unlikely of attainment 
if FNMA is required by law to pay for mortgages which are valued by the market 
at less than par * * * 

Are you saying that these special assistance programs are operating 
at a loss? 

Mr. Bavcuman. I am not saying they are operating at a loss. I 
say this: If you were to buy mortgages at par and sell them on a 
market which values them below par, you would probably lose money. 

Senator Doveras. I know. There is some problem on other in- 
vestments of. FNMA as well. I have here a report of. the Senate 
Banking and Currency Committee on the 1958 emergency housing 
legislation. On page 9-they have statistics. which I presume came 
from you on the special assistance function of FNMA, in which it is 
pointed out for the 3 years and 1 month from the 1st of November 1954 
to the end of November 1957 the expenses of FNMA amounted to 
$1,068,595, and that is broken down into interest on notes, adminis- 
trative expenses and fees for servicing mortgages, and provision for 
losses on loans, and so forth. It looks like a thorough breakdown. 
But the income amounted. to $5,316,139, leaving a net income of 
$4,247,544. 

This allowed for a provision. for losses on loans. So the record 
shows instead of these special assistance programs losing money for 
the Federal Government, in the space of a little over’3 years, they made 
approximately $414 million. 

Mr. Baveuman. All that money, just to clear the record, or prac- 
tically all of it, was made in commitment feés. In other words, we 
have not bought many mortgages but our commitment fees are most 
of our income. 

Senator Dovetas. Interest amounted to $1,080,000, which was more 
than the expenses. Commitment fees amounted to $3,939.000. But 
the interest.alone was slightly in excess of the expenses. 

Mr. Baueuman. Yes. Of course, you have the interest item, and 
of course the big item is the commitment fees. 
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Senator Doveuas. I think the impression given by this sentence is 
not in conformity with the facts. I think that when you make a simi- 
lar statement in the future it should be revised. ; 

We have fought many times this battle as to whether you are cor- 
rect, in your accounting procedure which shows preferred dividends 
as interest. I praised you for your semantic ability and I want to say 
that in this respect certainly your are unique in accounting procedure 
in regarding preferred dividends, which have always been stated as 

rofits, as interest and, hence, as a cost. 

So, I think, in addition to your deftness you have an elasticity in 
your semantic performances which would cause any certified public 
accountant to gaze at you with not only astonishment but with alarm. 

Senator Busn. Mr. Chairman ? 

Senator Dovetas. I. told Senator Bush I was going to raise some 
points and I thought he should be here to defend these gentlemen. 

Senator Busu. I want to ask if, before you recess the meeting, I 
can ask one more question. 

Senator Douetas. Certainly. For the record, first, I would like to 
submit a very careful statement made by the Metropolitan Housing 
Council of Chicago on urban renewal, and ask it be printed at an 
appropriate point. This statement points out the need for urban re- 
newal being extended on a long-term basis with more liberal grants 
by the Federal Government. 

I ask it be made part of the record at an appropriate point. (See 
p. 817.) 

The Senator from Connecticut. 

Senator Busu. Mr. Chairman, I want to go back to this question 
about the profitable operations of the FNMA organization for a mo- 
ment just to ask a question. ‘The Senator from Llinois called attention 
to this table from which he just quoted, from the report on the 1958 
emergency housing legislation. It shows the statement of income and 
expenses for the period of 3 years, or a little over 3-years, which makes 
it appear that-this is quite a nice, profitable operation. But we do 
have in portfolio some $4 billion worth of mortgages. If FNMA 
were required to price its inventory the way a national bank is, or a 
State, bank, at cost or market, whichever is lower, what. do you sup- 
pose the valuation of your portfolio. would be with respect to the cost 
at which you carry it? Do you think it would be higher or lower? 

Mr. Bavcuman. I think on some, of course, it would be much lower, 
and on some it would be slightly higher due to this market. Probably 
on the management and liquidating, with a 4 percent interest rate in 
that particular portfolio, it would be substantially lower. 

Senator Busn. Yes. 

Mr. Baveuman. On our secondary market operation I don’t know 
how much lower it would be if at all. 

Senator Busn. Would you be able to supply for the record an esti- 
mate as of any convenient given date recently, such ‘as May 1, or April 
30, or something like that, or today, with an appraisal of your port- 
folio at market values as you were able to determine it ? 

Mr. BavenMan. It is pretty hard to determine all of the factors in 
connection. with the individual mortgage. It would have to be very 
general in scope because you really ought to analyze the mortgage 
itself to find out what it is worth. 
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Mr. Corz. There is a problem in connection with that in an.analysis. 
A large part of the consolidated portfolio is ‘the separate portfolio 
of the management and liquidating function. You must assume the 
method ‘by which that is sold. . For instance, assume you put it on the 
market today and auction it off;' You are not thinking of that, of 
course. I assume you are thinking of the market value of the mort- 
gages and just totaling them up and making some sort of statement of 
that kind. 

Senator Busn. Yes. Iam thinking of a reasonable appraisal. . Not 
a forced sale value. No, That isnot what Ihave in mind, but relating 
it to mortgage trades that are made from week to week. 

Mr. Corz., Let us take a try at it and see what we can do with it. 

Senator Busu. I would like very much to see it because if we should 
show this portfolio which is on the books:at around $4 billion could 
be sold at $414 billion I would like to see us sell it. 

Mr. Core. That would be impossible. I will say that to you. 

Senator Busn. If it also shows that the valuation cost: of $4 billion 
plus has an estimated market value of $3 billion I think we ought to 
know that too because I think it has a very distinct bearing on this 
question of the interest rates and what should be done to attract private 
eapital into this big market. So I think if we could have some in- 
formation on that point it would be helpful. 

Mr.Corr. Yes. We will be very glad to do that. 

(The following statement was subsequently furnished by 
FNMA :) 


Senator Bush pointed out that a consolidation of FNMA’s 3 separate mortgage 
portfolios showed aggregate holdings of mortgages having face amounts of ap- 
proximately $4 billion. He inquired whether appraisals as of a recent date could 
be supplied for the record. 

Mr. Baughman stated that such an undertaking would necessarily be very gen- 
eral in scope and pointed out that a realistic appraisal to determine true mar- 
ket values would involve a careful analysis of each individual mortgage. It was 
emphasized that.any appraisal should not be predicated on a forced-sale philos- 
ophy, but.rather should be on the basis (as stated by Senator Bush). of “mort- 
gage trades that are made from week to week.” 

A broad ‘general appraisal of the .portfolios, employing May 12, 1958, esti- 
mated market values applied to the mortgages owned on March 31, 1958, indi- 
cates that the portfolio of the secondary market operations has a probable value 
of $7.026 million in excess of its.$1.642 billion cost, or $68.8 million less than the 
face amount of the mortgages. 


Similarly; the estimated value of the special assistance functions portfolio , 


is $3.077 million less than its $117.9 million cost. The $2.236 billion cost of the 
portfolio of the management and liquidating functions, all of which was ac- 
quired at par, exceeds the estimated value by a probable $165.4 million. 

Consolidating, for informational purposes, the portfolios of the special assist- 
ance functions and the management and liquidating functions (containing mort- 
gages almost all of which were purchased at par), the probable current value 
is less than cost by approximately $168.5 million. 

Senator Busn. Thank you. 

Senator Dovetas. Thank you, gentlemen. The hearing will be con- 
tinued until 2 o’clock. 

(Whereupon, at 12:40 p. m., the subcommittee recessed until 2 p. m. 
of the same day.) 

AFTERNOON SESSION 


Senator Sparkman. I think, we'll start with Mr. Cole’s statement. 
T was waiting until some other members could get here. At least I'd 
like for us always to have at least one on each side of the aisle, but I 
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think we can start with the general statement. They will be coming 


in later, and they will catch up. 
Mr. Cole, I understand. that you want to start now on Title IIT: 


| Urban Renewal. 


‘Mr. Cotz.. May I comment on some colloquy which you had with Mr. 
Norman Mason with respect to any amendments, to title I? As-the » 
chairman knows, the Agency is constantly examining and reexamin- ~ 
ing possible antirecessionary amendments to legislation—we are study- 
ing the field which covers many possible amendments even yet to be 
submitted. I am sure the chairman and the committee is doing the 
same thing. ' 

I wanted to leave open, if the administration would find something in 
this field or any other field that we felt might be helpful in this situa- 
tion, that we might present it. | 

Senator SparkMAN. We would certainly be glad to have it any time 
before we conclude action on these bills. I am sure the House would 
be glad too, after we have. . 

Mr. Cote. I just did not want the door slammed on us. 

Senator SparKMAN. My only thought with reference to title I was 
if you did not offer any recommendations, we would simply give it 4 
simple extension in order that people interested would be.on notice 
that the program itself would be extended. We would be glad to have 
any suggested changes at any time. 

Mr. Corr. ‘Title IIT: Urban Renewal. Capital Grants.. 

Some of the most important provisions of S. 3399 are contained in 
title III, relating to the urban-renewal program of the Federal Gov- 
ernment. I know the members of your committee are vitally interested 
in this program and have recently studied its operations in:a number 
of cities in various parts of the country. No program of our Agency 
has received more of my personal time, attention, and interest than 
our urban-renewal functions. The elimination of urban slums-and | 
blights is one of the greatest challenges of our time. With our rapidly 
growing. population and aneeeee to urban areas, it ‘is especially 
important also that. cities take timely steps to assure future growth 
best: suited to the needs of our people. 

With Federal financial assistance, most. of the larger cities of the 
Nation have now made urban renewal a major undertaking of local 
government. Since 1954, when a new and broader approach to urban 
renewal was taken by the Federal Government, over 300 additional 
projects in some 200 localities have been approved for Fedéral aid. 
Communities have already moved to clear thousands -of city. blocks 
of the most squalid slums. Good housing, parks.and other improve- 


ments are nepiactig slums and are providing decent neighborhoods 


suitable for family life. It is essential for the Federal Government 
to.continue to play an important part in aids to local urban renewal 
and development programs. 

As'this program has developed and we have acquired. experience, 


‘ the’need for further amendatory legislation has beconie evident, if ‘we 


are to carry out the long-range and tremendous job which lies: ahead. 
First, there is need for sufficient statutory authorization. for the pro- 


+ gram to.continue over a period of years. Title III of the bill would 


give this authority by making available additional capital grants for 


' each of the next 6 fiscal years. 
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Localities must have the assurance of continued Federal support if 
they are:to properly plan and undertake urban renewal and related 
improvements waa may require several years to per undertake, and 
complete. The planning and devélopment of local administrative 
or financin senda may also be involved, as well as the general 
planning o the metropolitan area. The assurance of Federal support 
may also be a significant factor in maintaining the interest of private 
investors and developers in urban renewal undertakings. I believe 
the additional 6-year period of capital-grant authorization provided 
in the bill is both necessary and adequate to give the required as- 
surance. 

The increased amounts of the additional capital-grant authorization 
under the bill would be $200 million on July 1 of this year, $250 
million on July. 1 in each of the years 1959 and 1960, and $200 million 
on July 1 in each of the years 1961, 1962, and 1963. As approximately 
- $50 million of presently authorized funds would be carried over at the 
end of this fiscal year, the new authorization would in effect permit 
$250 million of Federal grant funds for each of the next 3 years and 
$200 million of such funds for each of the 3 years thereafter. These 
amounts must be considered in relation to provisions in the bill for 
gradual increases in local grants. With these increases, the grant level 
of $200 million inthe latter 3 years of the authorization could be ap- 
plied.to more projects and to a total program slightly larger than 
that covered by the $250 million ‘grant level under the present grant 
formula. 

Existing law limits the aggregate capital grants paid with respect 
to the projects of a local public agency to two-thirds of the aggregate 
net costs of such projects. ‘The remaining one-third of net project 
costs must be borne by the locality in the form of cash or noncash local 
grants-in-aid, the latter consisting of such things as land donations 
and the provision of necessary public improvements and facilities. 
Under the bill, the Federal Government’s two-thirds share would be 
réduced to 60 percent on July 1, 1959, 55 percent on July 1, 1960, and 
50 percent on July 1, 1961, with resulting increases in the local share 
of project costs bringing such share up a matching 50 percent. The 
gradual reduction of Federal contributions would give localities and 
States time to gear themselves to the provision of a large share of 
project costs. 

I recommend enactment. of the provisions of the bill with respect 
to the gradual. reduction of the Federal share of net project costs: 
The reasons for this recommendation are based, of course, upon con- 
siderations of the general fiscal policy of the Government and the 
need for greater participation on the part of States and localities in 
bearing the financial burden of undertakings having primary local as 
well as national benefit. If essential programs such as urban renewal, 
which require large amounts. of funds, are to be continued at their 
present levels, States and communities should bear a greater share of 
the financial burden. We do not know the total ultimate cost of elimi: 
nating all of the slums and blight in our country, but we can agree 
it is a staggering sum and that all of the Federal funds that could be 
made available would accomplish only a part of the job in the immedi- 
ate future.. Local expenditures should be of equal importance to the 
amount of work completed. 
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Unlike many other Federal-aid programs, urban-renewal projects 
result indirect financial benefits to communities, in addition to the 
immediate objective of the program. - In addition to slum elimination 
and ‘all of its nietie: cities receive an increased tax base of great and 
immediate’ financial value. In the long run, many citiés may receive 
over a period. of years sufficient increased taxes as a result of rede- 
velopment ind improvements in urban renewal areas to pay all of 
their local grants-in-aid—not only their cash contributions but their 


eave in the form of:improvements and facilities. It is because of 
t 


hese facts, as well as other advantages of urban renewal, that so many 
cities are enthusiastically. proceeding: with their projects. - Under the 
bill, communities would eventually pay one-sixth, more oi the net 
project cost than they pay with respect to projects now being: under- 
taken. In view of the extent of present activities, it seems wholly 
unrealistic to assume that this modest increase would restrict .our 


program. 


It has been stated that the future reduction of the Federal share in 
urban renewal would result in a “modern-day gold rush” of applica 
tions that would cause administrative chaos in the Agency. I agree 
it would cause some problems, but of a type with which we are quite 
familiar in the Housing Agency. Actually, I believe the problem 
would be somewhat less than in other programs because of the sub- 
stantial planning and other local work a community must do before 
submitting an eligible application. 


PLANNING GRANTS 


I wish to urge the enactment of.a very important provision of the 
bill relating to urban-renewal planning. The bill would remove the 
authority of the Housing Administrator to make advances'of funds to 
local public agencies for urban-renewal planning, and. would substi- 
tute authority for him to make Federal grants. for a.share of urban- 
renewal planning costs. This share would be the same as the Federal 
share of project. costs. : . 

Under existing law, the Housing Administrator makes advances 
of funds to cover the entire cost of the planning work, and these ad- 
vances are repayable solely from moneys becoming available to the 
local public agency for the actual undertaking of the project involved. 
Thus, the advances are repaid only if and when the urban-renewal 
project is actually undertaken. As most of these projects are carried 
out with further assistance in the form of loans and grants, the Federal 
Government ultimately bears two-thirds of the cost of planning while 
the locality bears the remaining third through cash. or noncash contri- 
butions. The community makes no contribution to the cost of plan- 
ning a project until and unless the project is actually undertaken, and 
the loss of all planning costs is borne by the Federal Government.’ 

Under the present system, significant amounts have been advariced 
to a number of cities for urban-renewal planning which has never 
been completed. In some other cases the’ planning. was’ completed 
but no project was ever undertaken. Often this results merely in 
the utilization of Federal funds without adequate local interest to 
carry out the project. Requiring the community to initially bear. a 
modest cost of the undertaking, as provided in the bill; would cer- 
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tainly reduce the loss of Federal funds in this manner. This modest 
cost should not be burdensome to the community. It could simply 
pay one-third of the planning costs in the form of salaries:and other 
expenses as they are incurred. The Federal grant would be made 
periodically to assist in meeting those'expenses. The amount needed 
for planning an urban-renewal projéct is not sufficiently large to 
create a ‘substantial financing problem. for a city that is equipped 
to carry out an urban-renewal project and bear its share of the cost. 
_ Although the lessons of good planning can demonstrate the need 
for urban renewal, I do not believe that the Congress -intended 
‘ Federal funds to be used for promotional work among’ the cities. 
I understand title I of the. Housing Act-of 1949 to give local com- 
munities sole responsibility for determining whether urban ‘renewal 
will be undertaken within their boundaries. Unless the city govern- 
ment is firmly behind a local program, I do not believe planning 
money should be. advanced by the Federal Government. If the city 
is behind the. program, it should’ have no difficulty in. paying its 
share of the planning costs as they are incurred, rather than at the 
completion of the urban-renewal project. 

Local initial participation in planning cost would result in the as- 
sumption of greater local responsibility for urban-renewal activities. 
The community would have a greater incentive for economies in 
operation, which should lessen the need for documentation and Fed- 
eral supervision. ; 

It should be pointed out that the change to planning grants, as 
provided in the bill, would not remove the present authority for 
approval of urban renewal projects on a three-fourths Federal share 
basis where the city bears not only the cost of planning but also the 
administrative overhead and legal expenses. Actually, the change 
to planning grants would be in line with that authority in the law, 
as the sharing of some of the planning cost may lead some localities 
to assume the entire planning and administrative cost in order to 
receive three-fourths (or other proportionately higher) Federal 


share. 
LOANS FOR NONRESIDENTIAL PROJECTS 


The bill contains authority for a.very desirable new program 
of assistance to communities in redeveloping their blighted com- 
mercial and industrial areas. Under existing law, urban renewal 
projects assisted by the Federal Government must be predominantly 
residential, either as_to the original site or the redeveloped area. An 
exception from this requirement, up to 10 percent of the capital grant 
authorization, is allowed under present law for nonresidential projects 
where thé site included.a substantial number of slum or blighted 
dwellings. 

The bill. would authorize the Housirig Administrator to extend 
financial assistance, other than capital grants, for an urban renewal 
project which does not meet the “predominantly residential” require- 
ment. In addition, a new form of financial aid would be authorized 
for the project. When it is completed and the land sold, the amount 
of the usual ternporary Government loan which could not be repaid 
from the proceeds of'the project could be refunded by the locality 
with. a new type of Government loan having a maturity up to 10 
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years. The total amount of these refunding ‘loans which could be 
outstanding at any one time would be $150 million, Wherever 
feasible, the Administrator would require the locality to. obtain 
private financing by pledging its rights under the loan contract, as 
communities now do with’ respect to temporary, loans. In these. 
cases there is no actual disbursement of Federal funds. 

Cities are often most interested in redeveloping teas which are not 
best suited for residential redevelopment and are not presently resi- 
dential in character. The redevelopment of these areas for commercial 
or industrial uses may be essential to the proper redevelopment of sur- . 
rounding residential properties and to the financial soundness of the 
municipality as a whole. The weakening of the.tax bases of cities 
caused by the declining character of their central areas has led to 
a rapid increase in requests for assistance to the redevelopment of 
blighted commercial and industrial sites for nonresidential use, It 
is certainly true that preservation of the values in downtown busi- 
ness districts would often go.a long way tow: ard. strengthening of the 
city’s tax base. 

We believe that the new loan program authorized in the bill would 
permit many of these projects to be undertaken, particularly im or 
near the central business districts where net project costs would be 
low because of the high market value which the property would 
have for the construction of downtown office buildings and other 
nonresidential structures of high value. Although the Federal Gov- 
ernment would not furnish capital grants under this program, there 
should be adeqaute incentive where the net project cost is low, because 
the project would normally result in greatly increased taxes from the 
area that would strengthen the tax base of the city. 

Although the new loan program would meet the needs of many 
nonresidential projects, I believe there will continue to be essential 
projects which are nonresidential and -which must-have Federal 
capital grants of the large write-downs involved in.the clearance of 
structures and the sale of land for typical commercial on industrial 
uses. 

Accordingly, I recommend that the 10 percent. exception from the 

“predominantly residential” requirement in the law be retained. 

It is very important that projects which cannot meet ‘the “pre- 
dominantly residential” requirement be undertaken without capital 
yrants wherever possible, so that the capital grant authorization can 
9 maintained for projects which directly improve the living condi- 
tions.of our people in accordance with the basic purposes of the 
Housing Act of 1949. 

If agreeable to you, Mr. Steiner will give his statement on title ITT, 

Senator Sparkman. Very well, Mr. Steiner. . Just: proceed: 


| STATEMENT OF RICHARD L. STEINER, COMMISSIONER; URBAN 


RENEWAL ADMINISTRATION 


Mr. Sretnek. Mr. Chairman and members of the committee, the 
rogram of Federal assistance for urban renewal, which had its origin 
in the Housing Act of 1949, was broadened to: its present. form “by 
the Housing Act of 1954. Since that. time, the number of localities 
making use of Federal assistance under title I of the act has grown 
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by two-thirds. The cumulative total of capital grant funds reserved 
or disbursed for the program has exceeded $1.1 billion—an increase 
over 1954 of close to 200 percent. On March 31 of this year there 
were 317 localities in the program, with 525 projects in some stage 
‘of activity. In addition to the large cities that have vigorous pro- 
grams underway, urban renewal has become widespread in small 
cities and towns. The median population of localities’ participation 
in the program is now about 35,000. 

It is apparent that:the program has come of age. The number of 
projects to complete planning and enter the execution stage is ex- 
pected to increase more than 50 percent during the current fiscal 
year. Next year, for the first time, the number of projects in execu- 
tion is expected to exceed the number in planning. ‘On the basis of 
this experience with.the planning and execution of projects, how- 
ever, we are convinced that several: major legislative changes are 
needed, to insure both the continuity of the urban renewal program, 
and the most efficient utilization of funds provided by the Federal 
Government. I ‘will’ discuss each of these proposals in detail, but 
first I would.like to list the major urban renewal amendments pro- 
posed in title III of S. 3399. 

1. The provision of $1.3 billion in additional capital grant au- 
thorit , to become. available in annual increments over a 6-year 

erlod. 
" 2. A gradual adjustment of the cost-sharing formula, to equalize 
future local contributions with the funds to be provided by the Fed- 
eral Government. 

3, A system of Federa) grants to help localities meet project plan- 
ning costs, in-place of the advances provided under present law. 

4. The provision of Federal grants to assist in the preparation of 
long-term community renewal programs. 

5. The provision of loans for urban renewal projects in deterio- 

rated areas where there is no significant relation to housing. 
_ (1) Capital grant authorization and (2) adjustment of the shar- 
ing formula: The first two proposals, which are contained in section 
302 of the bill, are’ closely interwoven. This section would estab- 
lish a 6-year extension of the urban renewal program, with $1.3 bil- 
lion in new obligationa] authority becoming available in accordance 
with the following schedule: $200 million in fiscal year 1959; $250 
billion in fisea) year 1960; $250 million in fiscal year 1951 and $200 
million in each of the fiscal years 1962, 1963, and 1964. Since there 
will be more than $50 million of authority carried over at the end 
of the current fiscal year, there would be at least $250 million avail- 
able at the beginning of fiscal year 1959. 

The second major proposal calls for a reduction in the Federal 
share of net project costs from two-thirds to one-half, going into 
effect gradually over a 3-year period. There would be no change in 
the present two-thirds-one-third formula during the first year (fiscal 
year 1959). Thereafter, the Federal two-thirds share would be de- 
creased in annual steps, until it reaches a permanent level of 50 per- 
cent at the beginning of fiscal year 1962. This gradual change would 
permit localities to make the necessary adjustments in their financ- 
ing programs, and the bill provides for at least $250 million a year 
in capital grant authority until the transition is complete. Then the 
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level of new grant authority would drop to $200. million a year for 
three additional years. In these years, the provision of $200 million 
a year with a 50 percent sharing formula would fund a total pro- 
gram, including local contributions, of $400 million a year. This is 
somewhat larger than the total program that, would ‘be funded by 
$250 million on a two-thirds sharing formula during fiscal year 1959. 
At this point, I would like to insert a brief table summarizing the 
proposed schedule of capital grant authority and cost-sharing 
reentages : 
(The table referred to follows:) 


Proposed schedule of capital grant authority and cost-sharing percentages 


(S. 3399) 

Federal Available 
Fiseal year share of , | capital grant 

net project authority’ 

cost 

Percent Millions 
BN «Sado wascl eébddnbawddnzedhecbeh) seed taesscbdGsuctemen = deere sabe emer 6636 1 $250 
RSI Sae Ne Pidkiaha!d abies ph eeteake lemme uneek sal een atte teen 60 250 
SE aS s Ee ee are are eee tee sey eS ee ee Saeed oe 55 250 
aii tas dasa, SadesSiadnne ces) Rn oh che hana athe og A hein adic hee) a 50 200 
RS Pe ee ee ee ee eT ES aR ss Se i la ciieninnrale bao antael 50 » 1200 


Dd odes tobi saps nips k Wicher candid mpl Jentsb Laadehslahetyapeeawhiasdieiigiae sey 50 | * 200 








1 Includes $50 million remaining on July 1, 1958, and $200 million of new authority. 


Mr. Sterner. The proposed adjustment of the cost-sharing formula 
would have no effect on projects that are under contract on the effec- 
tive date of the act. With respect to new contracts, the sharing 
formula would be fixed for each project’ at the time the project is 
formally recognized by the Agency for the first time: either by execu- 
tion of a survey and planning contract, or by concurrence of the 
Administrator in the initiation of.locally financed planning activities. 

Under an amendment adopted last year, it is now possible for a - 
locality to receive a three-fourths Federal -grant by paying the entire 
cost of planning, and most of the costs of administering a project in 
the execution stage. This alternative.method of sharing costs would 
still be available under the proposed bill, except that the Federal 
share would be gradually decreased so as to maintain a generally con- 
sistent relationship to the normal sharing formula that is in effect at 
any given time. 

As I have pointed out, the 2 proposals—the 6-year schedule of in- 
crements in grant authority, and the gradual decrease in the Federal] 
share of costs—are closely interwoven. It is our belief that, together, 
they would provide the best utilization of the Federal funds that can 
be made available for this program, in the light of all the other re- 
sponsibilities of the Government, and the demands that the Federal 
budget will have to meet. 

In the past year, capital grant reservations have been requested in 
unprecedented amounts. This has been due not only to normal pro- 
gram. growth, but also to the concern of some localities. about. the 
future of the program, and to the ease with which planning activities 
may be initiated under the present system of 100-percent Federal 
advances. A few cities have requested grant reservations so large 
that, if they were honored, the requests of many smaller localities 
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‘' would have to be denied or deférred. The fact that cities initiate 


planning activities, and request large capital grant reservations, is 
not a final test of the amount of urban renewal they can actually carry 
out. This will tiltimately be determined by each locality’s ability to 
relocate displaced ‘families, to absorb newly cleared land: into the. 
local “real-estate, market, and to meet other program responsibilities. 

Consequently, in: order to deal with a situation of heavy demand 
for grant reservations and to distribute such funds equitably, it may 
be necessary to limit the amount of authority that can be reserved for 
ary one city ‘in any one year. ‘To ensure that all cities would be 
treated as fairly -as possible,.such a limitation would most likely be 
based on population, with the addition of weighting factors to protect 
the small cornmunities, and to insure that no city: would receive less 
at any one time-than it needs to undertake a project of an effective 
and reasonable sizé.’ , 

(3) Federal-grants for project planning : Our third major proposal, 


contained in section 301 of S. 3399, would revise the method by which, 


the Fedéral Government assists’ localities in the planning of urban 
renewal projects. .Under the present law, the Government usually 
advances all of the funds needed to carry out the survey and planning 
work. .The cost of this work is ultimately reflected in the net 
cost of the project, which is shared by the locality and the Federal 
Government. 

Section 301 of S. 3399 would revise this system so that the locality 
and-the Federal Government would share the planning costs from 
the beginning, instead of at the completion of the project. The plan- 
ning advance would be replaced by a direct grant to cover the Federal 
share, with the locality providing cash or services to meet its share. 
This procedure would be required in projects for which applications 
are received after the effective date of the act, but there would be no 
effect on applications that have been received before that date, nor 
on survey and ‘planning contracts that are already in existence. For 
new survey and planning applications that are acted on between the 
effective date of the act and the end of fiscal year 1959, the Federal 
share would be two-thirds. ‘After 1959, this share would be reduced 
in accordance with ‘the schedule alreaily described for the provision 
of capital grants to-meet net project costs. 

The ultimate.cost to the locality would be no greater as a result of 
substituting a planning grant for a planning advance. In addition, 
we believe that the provision of local contributions from the beginning 
would result in a more careful selection of projects by local agencies. 
With local funds involved in the survey and planning stage, the 
locality would have a greater concern for the clinaimadion of waste, 
inefficiency, and-delay. This should result in less need for Federal 
supervision of project planning expenditures, and enable the Urban 
Renewal Administration to simplify procedures and reduce paper- 
work.. The substitution of a grant for an advance will also simplify 
the planning contract, through the elimination of loan provisions. 

Under existing law, whereby the Federal Government advances 
all of the money for project. planning, it also takes the entire loss when 
the planning work does not succeed in bringing a project to the ex- 
ecution stage. Since the. passage of the Housing Act of 1949, the 
advanees lost in this fashion, including interest, amount to more than 
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$2 million. Another serious result has been the tying up of capital 

rant. reservations, which would otherwise have been made available 
for projects that were reasonably certain of going ahead into execu- 
tion. The proposed system would give oreater assurance that there 


is local support for a project, and local readiness to carry the project . 


out, before a capital grant reservation is made. 

As Mr. Cole has pointed out, the adoption of this‘section of the 
bill would not affect a locality’s option to use the alternative grant 
formula, under which it can obtain a larger capital grant’ by ‘under- 
taking to pay not only the planning costs but also most of the cost of 
administering a project in the execution stage.. 

(4) # ederal grants for community renewal programs: T he fourth 
major recommendation, also contained in section 301 of S. 3399, would 
provide grants to assist localities in the preparation of long- -range 
community renewal programs. This would replace two types of 


planning that are assisted under the existing law: The feasibility sur-, 


vey and the. general neighborhood ‘renewal plan. The. feasibility 
survey was designed to analyze an area for its susceptibility to urban 
renewal treatment, and the general neighborhood renewal plan was 


designed to provide preliniinary plans ‘for areas so large that they. 
“must be renewed through a series of projects., The. preparation of 


commuity renewal programs would serve both of these functions, and 
it would do so on a communitywide basis, eliminating the need for a 
number of separate ‘applications for Federal assistance. The cost of 
preparing a community renewal program would be shared by Federal 
grants and local contributions, in the same proportion.as capital grants 
and the grants proposed for project planning. 

Under the provision of commuinty renewal programs, a locality 
would be enabled to approach the problem of blight on a citywide 
basis. The deteriorated and deteriorating areas of the city could be 
identified, and classified as to the relative. urgency and degree of urban 
renewal action that is needed. Then the total need could be related 
to the locality’s total resources for relocation and financing, and to 
the rate at which the community can utilize cleared land. When the 
relationship between needs and resources is known,.a program of 
action can be developed, with priorities and schedules for various types 
of activity. Where federally assisted projects are called for, the de- 
tailed survey. and planning work would then be carried out under 
separate contracts. 


Such a program would be related to the general plan for the city or, 


the metropolitan area, and. to the locality’s overall. programs for 
capital improvements and new development. The community renewal 
program would not replace any .of the present: functions: of general 
city planning. It would, however, provide a framework for the 
scheduling of specific public improvements and facilities, which are 
contemplated as noncash. grants- —* -aid to help'‘meet the locality” s share 
of urban renewal project costs. Under a community renewal program, 
it would be possible to obtain credit for public improvements in areas 
that are slated for federally assisted urban renewal treatment, even 
though the actual project activities are still several -years off. See- 


tion 301 of the. bill provides that such an improveinent or facility 


would be eligible for consideration ‘as a noneash local. grant-in-aid, so 
long as construction was started no more than 5 years before the au- 
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thorization ‘of a loan or capital grant contract for the project. or 
projects involved. 

Although no locality would be required to prepare a community re- 
newal program, the need for an analysis of this type has already been 
recognized in a number of cities. More and more, localities are 
questioning the wisdom of a project-by-project approach, and at- 
a to measure their total need for urbari renewal against their 
total capacity to meet that need over a period of years. When a 
locality has thus appraised its needs and its resources, it can program 
all of its:'urban renewal activities in the way that will make best use 
of the Federal and local funds at its disposal. A balance can be struck 
between the necessary, but, expensive, use of clearance, and the. less 
costly techniques of rehabilitation and: conservation, both with and 
without government assistance. I Pht 
_ The preparation of community renewal programs would have an 
important advantage for the Federa} Government as well. It would 
result in projects that are carefully selected for the most efficient use 
of Federal funds. By relating the localities’ project activities to their 
capacities for relocation, financing, and the marketing of land, it would 
space their projects—and hence the demand for'capital grant reserva- 
tions—more évenly over a period of years. Finally, a number of such 
programs taken in the aggregate would constitute a basis for definin 
more accurately the national need for urban renewal, and fill the nee 
for data on which both the Congress and the Housing Agency could 
base long-range determinations as to the size and nature of the Federal 
program. At present, there exists no adequate information on which 
to base such determinations. 

(5) Loans for nonresidential projects: The last major proposal, in 
section 305 of S. 3399, is deneiaed to meet the demand for title I assist- 
ance in the renewal of areas that do not contain a substantial amount 
of blighted housing, and are not suitable for redevelopment as new 
housing sites, but which are nevertheless suffering from urban obso- 
lescence and deterioration. This includes some areas in and around 
the central business districts, where blight threatens the vitality of 
the cities’ taxable bases, and other commercial and industrial areas 
that have become outmoded and dilapidated. 

The bill provides loans, but not capital grants, for urban renewal — 
projects in such areas. These projects could receive the grants pro- 
posed for surveys and planning, and:temporary loans would provide 
the working capita] needed to carry out project execution activities in 
the usual manner. At the end of the execution phase, when the receipts 
from the disposition of cleared land have been applied against the 
temporary loan, the bill provides for a new type of loan, for up to 10 
years, to refund any portion of the temporary, loan that remains out- 
standing. In other words, this loan would cover the full amount of 
the net project cost. The amount of ‘refunding loans outstanding at : 
any one time would be limited to $150 million, which would be avail- 
able under the existing title I borrowing authority. 

In practice, the refunding loan would be administered in a manner 
similar to the procedure for a temporary loan: The Federal Govern- | 
ment would issue a. commitment to the locality, and the locality would 
use the commitment to obtain financing from private sources. Where 
private financing is found to be feasible, no Federal] funds would be 
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disbursed ; instead, the Federal commitment to make a loan ‘would act 
as a guaranty, resulting in appreciable interest savings to the locality. 
In addition tothe sataichel al loans for nonresidential projects in 
S. 3399, the existing law permits 10 percent of the title I capital grant . 
authority to be coat for projects which are not predominantly related 
to housing, but which will bring about;the elimination of a substantial 


-amount of residential blight. It has been administratively determined 


that a “substantial” amount of housing means at least 20 percent of a 
peajort area, +3 Jt | 
here has been a growing pressure to distort this provision, and 
provide capital grants for projects designed. for the redevelopment of 
commercial and industrial areas where little or no housing significance 
is involved. This is a problem that the 10 percent exception was not 
designed to meet, and we believe that capital grants dre justified only 
for projects with a substantial‘ housing significance. If the pro- 
visions of the existing law were relaxed to permit.the use of large 
capital grants for purely nonresidential. projects,.a large increase in 
title I capital grant authority would be required, to. prevent ‘a com- 
parable decrease in the number of projects with a housing orienta- 
tion. Consequently, the 10 percent exception provided in ‘section 110 
(c) of the existing law should remain unchanged. ei petal 
We believe that the néw system of loans proposed in S. 3399 will 
enable localities to undertake urban renewal action in‘many obsolete 
or deteriorated commercial and industrial areas where little or no 
housing is involved. There are three essential ‘tools of urban re- 
newal—the ae of eminent domain, the present of working capital, 
and the method of meeting writedown costs. The power of eminent 


_ domain would be provided by State enabling legislation, and no ac- 


tion by the Federal Government is necessary. The provision of tem- 
porary loans would provide the working capital needed: in projects 
of this type. While existing experience is not, extensive, we believe 
that the, power of eminent domain and provision of working ‘capital 
may be enough for the renewal of some commercial and industrial 
areas, where proceeds from the sale of cleared land are sufficient to 
meet the costs of a project. Where this is not so,.the refunding 
loan would help the foonlity to amortize the remaining project. costs 
over a period of up to 10 years. 
Local studies of nonresidential areas in several cities indicate that 
if this type of urban renewal projects were carried out in those areas, 
the increase in tax revenues alone would be sufficient to amortize a 
refunding loan in substantially less than the 10-year period provided 
in the bill. In afew States, it would be possible to pledge such in- 
creased tax revenues directly for the repayment of loans. In States 
that do not have such legislation, or do not desire to adopt it, the 
Administrator would be authorized to require some other form of 
security. This may involve general obligations of the locality. With 
the security of the Federal loan contract, however, funds could be 
obtained in the private market at a lower interest rate. than would - 
otherwise be possible for municipal financing. When combined with 
the benefits. of tax exemption for local municipal borrowings, this 


_ should result in a favorable form of financing. 


(6) Other amendments: In addition to the five major proposals - 
that I have described, the bill contains several technical changes, and 
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an amendment that would help .speed the urban renewal process. 
Section 304 of the bill would make it possible to simplify the re- 
quirements of the urban renewal plan, which must be acted upon by 
the local governing body, and submitted to the Urban Renewal Ad- 
ministration, before the execution of a loan and grant contract., The 
present law establishes a list of requirements that in some cases in- 
clude more detail than is necessary or practical in the initial stages 
of a project. The proposed amendment would erable the Adminis- 
trator to omit or simplify one or moré of the specific requirements for 
an urban renewal plan, where such action would expedite a project 
without interfering with adequate ‘saféguards for the public interest. 

The first of the technical ameridments i is contained in section 302, 
in connection with the proposals relating to new capital grant au. 
thority. -This change would permit -the “Administrator to write off 
planning advances that have become uncollectible, when projects have 
been terminated’ prior to execution. I have explained that, when 
project planning activities do not result in the execution of a project 
- the Federal’ Government. absorbs the loss of the funds advanced for 
‘ planning.. Thesé losses are represented by notes. issued.by the Ad- 
‘ministrator to the Secretary of the Treasury. The proposed amend- 
ment’ would-permit the Administrator to apply. appropriated capital 
grant funds to repay the Secretary of the Treasury an ‘amount equal 
‘to the uncollectible advances, and thus avoid continuing interest 
charges on the Administrator’s notes. The locality would still be 
liable for, its'share of the planning costs, if the project should be re- 
vived at a future date. 

The second technica] amendment, contained in section 303, would 
define the time at which Federal récognition is first given to a proj- 
ect, thus establishing for each project the date for determining the 
cost-sharing: formula that would apply under section 302. The point 
of Federal recognition would be defined as the date of a survey and 
planning contract, or the date on which the Administrator has form- 
ally concurred in the initiation of locally financed planning activities. 

Section 306 contains another technical change, which would pro- 
vide for a uniform method of establishing the time for det termining 
interest rates-in all contracts for title-I projects. Under present law, 
the Federal interest rate’is applied .at one time in contracts executed 
before the 1954 act, at another time in contracts executed after the 
1954 act, and still another time in amendatory contracts.. The pro- 
posed amendment would provide that in all types of contracts the 
date that govertis-the rate for the use of Federal funds would be the 
date the contract is authorized by the Administrator. This amend- 
ment is not designed either to increase or to decrease the amount of 
interest charges, but solely to provide a uniform and convenient date 
for determining the applicable rate. 

This concludes my prepared statement. 

Senator SparkMAN. Thank you, Mr. Steiner. 

Senator Capehart, do you want, to ask some questions ? 

Senator Capenarr. No. 

Senator Sparkman. Mr.. Cole and’ Mr. Steiner have given state- 
ments on urban renewal. The program has been moving quite satis- 
factorily, hasn’t it? 

Mr. Sterner. Yes, sir. I think we are making‘a lot of progress and 
the whole program is moving much more rapidly than it was a year 
or two ago. 
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‘Senator SparkMan. You. gave a figure—either you or Mr. Cole-— 
of 376 communities engaged i in it. 

Mr. Sreiner. I think 317 at the moment under contract and, imore 
applicatioris are pending. 

Senator Sparkman. How large are they # ? Of course you have them 


in the largest cities and you have them down inthe smaller cities and 


_ towns, do you not ¢ 


Mr. Sretner. Yes, sir; we do. The. median-size city is about 35 ,000 
population. } 

Senator Sparkman. I notice that you gave that figure.i in ddidee In 
other words, when this program was first set up, I think a lot of people 


_ thought of it as being only for the largest of cities. That has not 


proved to be true at all, has it? 
Mr. SrerNer. I am‘sure a lot of people thought that, but as you say, , 
that certainly has proved not tobe the case; and, of course, as the 


-chairman: knows, when you get to 317 cities in this. country, you have 


left the big cities behind long ago. The progam .does seem to be 
efiective and very much‘sought after by smaller communities. 

As a matter of fact, the tr énd over the last several years has been for 
the average-size or inedian-size community to be smaller. In other 
words, as ‘additional cities come into the program, more’ and more of 
the new: cities are smaller cities. 

Senator SparKMAN. Mr. Steiner, both you and Mr. Cole made refer- 
ence to the fact it is anticipated there will be $50 million carried over | 
at the end of this year and yet I understand, also, that some ¢ities.hiave 
not been taken care of; that you have not been able to take care of all 
of them. Is there some kind of rationing? How is it there will be 
$50 million left over? As I understand’ your statement, there are 
some cities that cannot get under the wire? 

Mr. Srerner. There are some applications, sir, which have not been 
satisfied. "We have $50 million of the $350 million which was author- 
ized last year, set aside as a carryover into next year, to be used with 
the $200 million of new authority: recommended in-S, 3399 for next 
year. 

" Senator Searkman. What I was. trying to,get at is this’ Was that 
$50 million just arbitrarily set aside? Does it mean you are actually 
not going to be able to use that much this year, or was it just more or 


Jess purposely set aside? 


Mr. Srerner. Yes,-I think it has been set as a part of the financing 
and authorization program recommended by the Administration in this 
bill. ; 

Senator SparKMAN. In other words, it was planned that way? 
Planned to have $50 million left: over ? 

Mr. Srerner. Yes, sit. 

Senator SparKMAN. It is not. because you liave not had applications 
that could have consumed the. full $50’ million ? 

Mr. Srerver. No, we have had.-the. applications and this was part 
of the Administration financing plan for next year. 

Senator SparkMAN. Let me ask you this question if you. dre: to 
comment on it. As you know, the American Municipal Association, 
I believe it is, has recomemnded $500 million a year in the long-range 


program over a 10-year period. «The President's recommendation is 


one which is essentially $250 million a year and also has a vatiance 


‘in the matching part that the cities would put in. Later we’ will have 
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testimony from representatives of the mayors’ conference. of the. 

American Municipal Association and we know ahead of time they are 

going to propose $500 million a year. 
.Do you have any'comment:on that? es 

Mr. Sreiner. Well, I think that it is very hard, Mr. Chairman, to ' 
make an accurate estimate of need of authorization for this program 
over several years ahead. However, I think that it is fair to say that 
_ the Administration, proposal is not necessarily geared to anticipated 

need, but rather to what it. is felt can be made available for this 
program in the light of the other'demands upon the Government and 
the responsibilities reflected in the budget; i 

Senator Sparkman. Now ‘another thing: The inayors and their © 
association, I believe, included in their recommendations—in fact, 
they did before our committee last year, you remember—a change 
in the eee have the Federal Government pay 80 percent. 
Naturally the mayors are going to be dead set against this change -iri 
the participation. Is that figure arrived, at on the basis of what the 
cities may be expected.to be able to do or again is that just a part of 
what is considered’ by the Administration to be a sound financial 
program? ' 3 

Mr. Sterner. I think it is very hard.to measure. what the cities may 
be able to do, particularly, with this system that we have had of the 
Federal Government: advancing 100 percent of project plarining cost. 
We begin to see in a few’ places some evidence:that perhaps cities have 
bitten off more than they can chew quite as quickly as they thought 
they were going to be able to. 

This’ business of trying to get at a solid picture of need ahead for 
a period of years is a very difficult thing to do. We feel that if the 
proposal for community renewal programs is enacted and if some 
cities will undertake this type of analysis, a fair number of cities of 
different sizes and circumstances and characteristics—that then we 
will have at:least a solid sample upon which to get:a much better look 
ahead with this program, It is very hard to say what is really needed. 
Mr. Corz. I think I would like to add to that, if I may, just to supple- 
ment it. 

Senator Sparkman. Yes. 

Mr. Corz. I think in this kind of program, Senator Sparkman, that 
we have found it easy for people to say that; additional funds up to 
X amount of dollars are needed and necessary, but we also have found 
a number of cases where cities have spread themselves a bit thin and 
they, in order to be sure that there is a continuity of operation within 
the city, sometimes add projects which they hope, sometime in some 
foreseeable or even unforeseeable future, to. make a part of their 
program. 

Now I am not trying to say to you, sir, that we think $250 million 
will cover. all of the needs of all the urban renewal programs in all 
the cities, but we do feel it: will provide a strong, progressive, fine 
program and I rather believe that the burden may be upon others who 
say that such program is-inadequate. I think the burden need be 
put upon them to say why, and under what circumstances,. and how 
may the funds be used. 

For instance, returning back to the $50 million which Mr. Steiner . 
mentioned a few minutes ago as reserved by the Administration, true 
it is that applications are in the process and in the mill, arid true it is 
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that perhaps the reserve could be used before the end of the fiscal year. 


But there is a question of processing, of timing within the Adminis- 
tration, with the cities themselves, the utilization of staff to stimulate 
execution, and these sorts of things. Again I am not saying to you 


' that the $50 million probably could not be reserved. I think we could.” © 


reserve it very éasily, but from my point of view, as Administrator, 
and I am not operating the program and do not get all the reactions 
that Mr. Steiner does, but I get a lot of the kicks—froi my position 
as Administrator, I do not feel that we are so hmited that we have 
a restricted, restrained, undeveloped program, if that means any- 
thing to you. 

Senator Sparkman. Of course, I realize it is difficult for us to lay 


‘down a certain rule and'say, “This will do the job, and this will not 
3 


do the job.” I often refer to something, though, that you and your 
associates said a few years ago when you pointed out’ at the present 
rate at which we were going, it would take 200 years to clear up the 
slums in this country; and I don’t know whether you want it to be 
that long. bog 

I think that President Eisenhower has used that statement 2 or 3 


- times in the statements he has made. So while it is true that a city 


or town may spread itself rather thin, yet I take it that our objective 
is to clean up the slums in this country. | 

Mr. Sterner. That is certainly.true; yes, sir; as quickly as:we can. 

Senator SPARKMAN. Yes. 

Senator Carenart. Of course you have anotlier factor and that is 
we create new slums. I mean that’ which how is not a slum 25 or 50 
years from now may well be a slum. 

Senator SparKMAN. Well, does it have.to be? _ I hope we are getting 
better housing habits and better housing. 

Senator Carrenart. I do not think we are getting houses that are 
going to last any longer than 50 years. 

Mr. Sterner. I think there is quite an improvement in the techniques 
for preventing the formation of slums and at least slowing down the 
inroads of blight. 

Senator Carenart. Slums are not necessarily created by the fact 
the houses are old. They -are created by situations and conditions 
where people leave a community and move out or where industry 
starts moving in. There are a number of, things that cause slums, 
and I guess as long as we are progressing in this country ard growing 
and moving out and expanding, we will always have certain sections 
that are not desirable. ' 

Senator Sparkman. I would say this to both of you.,. I have been 


*. greatly pleased with what I have seen taking place in the urban re- 


newal program over the country. I think you are to be congratulated. 
Mr. Coz. Thank you very much, Mr. Chairman. 
Mr. Sterner. Thank you, sir. ° 
Senator Carenart. Mr. Chairman, I understand this morning after 


‘T left, Mr. Breckenfeld of: Housing and Home magazine was denied 


the right by Senator Douglas to take photographs. I wish, to:make 

a motion that I do not think we can act on today, but I think we can . 

tomorrow morning, that this gentleman be invited back here to take 

as many: photographs as he wishes. I donot know ‘what the circum-. 

stances were this morning, but I understand he was denied that right. 
Do you know what the circumstances were?: 
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Senator SpaARKMAN. No, I left before you did. That is the first I 
have heard of it. 

‘ Senator CaPEHART. W hat were the circumstances? Does’ anybody 
now ? 

Senator SparKMAN. Suppose we not go into it but’ just: say to him 
‘if he'will come batk tomorrow, we will be glad to have him make 
pictures. 

Senator Carenart. I.do not want to be a member.of this committee 
denying a man from the press, particularly in the housing industry, 
the right to take pictures.’ So if you and I are agreed, then shall we 
send word to the gentleman that ~ will be happy to have liim take 
all the pictures he wishes, even though Mr. Doug as does not care to 
have his picture taken? 

This is the first time.I ever knew Mr. Douglas was such ‘a shrinking 
violet. _ I thought he was the. great liberal who always wanted to per- 
mit, everybody td do these things. 

Senator Sparkman. That is the’ first: that I have known, about ‘it. 
I.would suggest if the gentleman Ww ishes to take pictures, he be asked 
to come back. 

Mr. Cote. Mr. Chairnian, I seal to add one thing to which my 
attention has been called, about the statement of the fact the program 
would take 200 years to-eliminate slums. .I have.been advised this 
was a statement made by the President’s Advisory Committee as to 
the old program, and the rate ther was only $60 million a year being 
utilized. Maybe we have cut it down:a few years. 

Senator Sparkman. That is what I am trying to do. That. is the 
reason I brought up the point. . It was made by the Advisory Com- 
‘mittee of which you were a valuable member a few years ago. As I 
say, the President himself has used that expression 2 or 3 times, I 
believe, in presenting housing programs. We certainly -do not want 
it to be 200 years; cleaning them up. 

All right, Mr. Cole, do you want'to proceed with title Iv? 

Mr. Cons. Title IV. Low-rent, housing: Title IV of 5S. 3399 relates 
to low-rent housing. One of its provisions would extend the time 
limits which the Jaw now places on the authority of the Public Hous- 
ing Administration to enter into Joan. and annual contribution con- 
tracts to assist locally owned low-rent housing. This authority with 
respect to 35,000 low- ‘rent units became effective July 31, 1956, and will 
expire on July 31,°1958.". The remaining authority, COV ering 35,000 
additional units, became available on July 1, 1957, and. will expire on 
July 1, 1959. ‘The bill would poRrons eac h of these 2 termination 
dates by 1 year. 

As members of your committee know, the low-rent housing ‘pro- 
grams of our loc alscommunities have been faced in recent years by 
difficulties in finding appropriate, sites having utilities and streets. 
The rapid growth of our cities and’'towns and thie rapid disappearance 
of vacant Jand within their borders have materially delayed the low- 
rent housing program. This is so because the choice of public housing 
sites is often limited hy practical inability to cross political boundary 
lines; by the fact that low-income families cannot afford to commute to 

their work from outlying. areas which are not served by cheap public 


transportation ; and by the inability to pay. very high prices for re-' 


maining centrally located sites, including slum-cleared sites, Tyocal- 
ities tend to prefer slum-cleared sites for low-rent housing because 
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the location is good, but then firid’ that-land’ costs are.so high that 
thé construction must consist of large institutional appearing ‘projects 
which are not locally acceptable. I might add “not always locally 
acceptable.” , a 

This and similar-difficulties have greatly delayed applications from 
local communities for Federal low-rent housing assistance,, arid have . 
set the limits on the amount of the assistance for which there is any 
effective demand. As Public Housing Commissioner Shusser will, 
explain, the lag in activity is largely centéred in our very large eities. 


* As of April 1, the Federal Government has entered into annual con- , 


tribution contracts for léss than 8,000 units of the 35,000 unit author- 


.ization which expires July 31, 1958. Although applications for .- 


thousands of-additional. units are being processed and more are being ‘ 


received, it is likely that, almost. half of these 35,000 units will not be’ 


placed under annual contribution contract: by the July 31 expiration 
date. The proposed extension of time would permit these hits to go 
forward. Also,:the extension may make it,'unnecessary, undér pres- 
sure of the two time deadlines, to choose between: approving some 
projects-which are not as well planned or located .as they should be 
and permitting projects needed by our communities to become in- 
eligible after considerable expenditure of local effort. - 

The most important reason why the authority should:be extended 


. is the need for additional low-rent housing to servé families who will 


be displaced by urban renewal activities and other forms of govern- .’ 
mental action, including the highway program... It is estimated that 
during the 3 years ending June 30, 1960, 83,000 families will be ‘dis- 
placed: by vibes renewal activities, about 75,000 by highway: pro- 
grams, and about 89,000. ,by other. governmental programs, makiri 
247,000 families in all. We estimate that almost. half of these families 
will be eligible for public housing. Turnover in existing public 
housing will serve much of the need, since eligible displaced families 
desiring public housing are given a priority.for admission. Never- 
theless, the new public housing will provide a needed additional source 
for coping with the relocation problem. This’is so even though it 
must be recognized that not all the additional housing will be pro- 
vided in the right places and at the right times to serve displaced 
families. " 

The proposed extension, of time would also be helpful to local 
communities which are attempting;to perfect new, approaches in the 
field of.low-rent housing. Duriig the past year, much thought and 


‘study has been given by local and Federal ‘housing officials’ and by 


public interest groups to possible ways in which the program may be 
improved in ‘the light of changing conditions. One interesting de- 
velopment, which has resulted from these studies, is that several com- 
munities are building or considering low-rent projects ‘on scattered 
sites; with the houses designed to blend.with the surrounding neigh- 


-borhood. In some cases, the initial reason. for this approach may be 


that a single site of sufficient size is simply not available. Other more 


basic motivations which may come into play are the desire to avoid 
an undue concentration of:families.on the basis of income or to avoid 


‘the construction of large projects which have:a depressing institu- 


tional appearance. - afi 
Similar motivations have led some communities which have previ- 
ously built large, multistoried projects ‘to consider imstead, the con- 


struction of garden-type. apartments or row, houses. ‘Local and 
25834—58—_—-10 
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Federal officials are watching. these developments with great interest... 
For example, it will be interesting to learn, the extent to which addi- 
tional operating costs, which may result from managing a project on 
ides dikae, “ore counterbalanced by the fact that tenants of indi- : 
vidual houses have a far’ greater incentive to maintain and to improve 
their homes and yards. In order to solve cost problems and land- 
searcity. problems, some communities are seeking to purchase existing 
houses for low-rent use. Still others have selected single-family home 
‘designs which permit the erection of prefabricated houses at favorable 
rices, ‘eateetic’ ‘ 
. Commissioner Slusser is prepared to answer questions on these-and 
other matters affecting the program. ‘In his testimony, he will also 
cover the remaining provisions of the title. One of these ‘relates to 
exemptions from income for purposes of determining whether a family 
is of low incdme and eligible for occupancy and, also, for the purposes 
of fixing minimum rentals.. For reasons which Commissioner Slusser 
will explain, the’ enactment of this provision, is essential in order to 
correct serious technical deficiencies in the.present law. 


STATEMENT OF CHARLES E. SLUSSER, COMMISSIONER, PUBLIC 
| ‘HOUSING ADMINISTRATION 3 


Mr. Susser. Mr. Chairman and members of the committee, ap- 
proximately 1 year ago, we had the honor of appearing before this 
committee. We were then engaged in surveying various problems in 
the low-rent program, including the basic question as to the need for 
additional contracting authority for ,low-rent housing units. The 
committee was asked that legislation on this and other subjects be de- 
ferred until thissurvey was completed. My purpose today is to report 
on the results of that survey. Also, at the pleasure of the committee, 
we will be glad to.furnish any information. regarding the program 
which the committee, or any member, may desire. 

As of March 31, 1958, there are outstanding annual-contributions 
contracts for approximately 77,400 dwelling units which have not 
progressed to the point where construction has started. Incidentally, 
unless otherwise indicated, all figures contained in our statement. wili 
be as of March.31, 1958. 

Senator Sparkman. Mr: Slusser, will you hold that just a minute? 
Senator Capehart wants to ask you a question. 

Senator Carenart: You say there are— 
outstanding annual-contributions contracts for approximately 77,400 dwelling 
units which have not progressed to the point where construction has started. 

Is that public housing units ? 

Mr. Stusser. That is correct. | 

Senator Carenart.. About 77,400. How many have you actually 
completed in the last'5 years ? 

r. Stusser. In the last 5 years? May I furnish that for you a 
little later ? ' 

Senator Caprnart. Yes. What do you mean by “annual contri- 
butions”? 

Mr. Stusser. They are contracts we have made with local housing 
authorities. which pledged financial assistance to low-rent programs. 

‘Senator Carenart. In other words, those are 77,400 units which the 
on Government is obligated to proceed with, according to the. 
Jaw 
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' Mr. Stusser. Those are firm contracts. | 
Senator Carrnart. How many'do you have—or maybe you cover — 
that later—how many do you have in the process of ,being—- 
Mr. Stusser. padienun that later. 
Senator CarenArt. Let me ask you one other question. Is this not 


the largest total that we have had for many, many years—this 77,400? ° 


Mr. Suusser. I do not believe so, sir, In the early days of the pro- 


‘gram, I think, they were contracted for rather rapidly. Again, that: 


would be history. 
Senator Carenart. Is this the largest amount we have had i in the 


last 5 years? 


Mr. Stusser. No; it is not the largest amount. It has been somiewhat ° 
reduced. We have had contracts outstanding for over 100,000 units. 

Senator Carenart. Roughly, how many public housing units -are - 
contracted for in the last 5 years? You do not have that figure ?, 

‘Mr: Suusser. I do not want'this to be a firm figure, but,.as I re¢all 
in my mind, contracts for approximately 320,000 units have been en- 
tered into since the 1949 act. I do not, want to get you confused on 
this. At the present time, there are a total. of 430,000 units under 
management. ’ 

Senator Carenart. For example, this project in Indianapolis is ae 
part of that? 

Mr. Srysser. That is correct, sir. ‘The PWA project at Indianapolis 
is includéd in the 430,000 units under management. 

Senator Carrnart. Under the law, you have been mandated to sell 
those.420,000 ? 

Mr. Stusser. The 320,000 figure relates to the 1949 Housing Act. 
I believe the figure is reasonably close. ' 

Senator Carrnarr. You were mandated to sell them ? 

Mr. Siusser. Sir? 

Senator Carrnarr. Were you not mandated by, Congress to sell 
these? 

Mr. .Stusser. No, no:. You probably have in mind the Lanham Act 
war housing projects and the federally owned PWA projects.. If my ° 
memory serves me; there have been about 320,000 units’ ootitracted 
under the low-rent’ program since the 1949 act. ane are, however, 
in management, 430,000 units. 

Senator CaPrnarr. Beyond that ? 

Mr. Stusser. Included in the 430,000 units are Lanham Act projects 
which were converted for low-rent use, PWA projects, and' projects - 
developed under the older acts. 

Senator Carenart. I understand that. My question is: Have you 
not been mandated, however, by Congress, to sell those 420,000. units? 

Mr. Stusser. Oh, no,sir. 

Senator CarpeHart. How many have you been mandated to sell? ¢ 

Mr. Stusser. We have been mandated to sell all of the PWA 
pr ojects. There are only several of those projects left. 

Senator Capenart. One of these is the project in Indianapolis? 

Mr. Suusser. Yes, sir... One-of thase is. Indianapolis. 

Senator CareHart. You have only-been mandated ‘to sell the PWA 
projects and the Lanham? Where.did the balance of the 420,000 units 
come from ? : 

Mr. Stusser. They were developed. under the orginal act of 1937, 
as amended from: time to time, including the 1949 Housing Act, 
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There are also a few units of farm-labor camp housing, which was 
originally developed by the Department. of Agriculture. 
Senator Carznart. They were built under that act ? 

Mr. Stusser. Yes, sir. 

Senator Carenart. I see. 

Mr. Suusser. The authorization under the 1949 act, as you know, 
has been cut back several times by. the Congress. 

Senator Carenart. Thank you. 

Senator. SparkMan. I. wonder, Mr. Slusser. You. said you were 
going to furnish that figure.- I wonder when you do it if you could 
not break it.down and show the number each year ? 

Mr. Suusser. That have been constructed? Or do. you want con- 
tracts and construction. 

Senator SparkMAN. I should.think so, if you could give that for 
each of the years after the enactment of the 1949 act. 

‘Mr. Stusser. Very good. ° 

Senator Seiwa, Anytliing that came to you before that-or as 
a result: of the various ‘war programs could just be showm as other 
housing units or however you'may show it.” But give us a breakdown. 

Mr. Susser. We will give you a breakdown. 

Senator Sparkman. Those that have come about since the enact- 
ment of the 1949 act. 

Mr. Suusser. All right. 

Senator SPARKMAN. Year by year. 

- Mr. Stusser. All right. . 

Senator Sparkman. I think that will answer his question. 

Mr. Suusser. All right, sir. 

(The information requested follows :) 


As of March 31, 1958 


























Put under Put under 
annual con- construc- Completed 
tribution tion 
contract 
Under Housing Act of 1949: | 
Fiscal year: 
Se ee 2c ainda nancu ne eindsnaeatekeun 13, 638 2,77 0 
Rc niehctaih eetnbainnhndin die dune - 126, 180 88, 359 2, 091 
SOR RE oe Guth weeee a 50, 363 | 52, 912 31, 801 
Ri i te ald ness teint : 34, 682 | 37, 293 64, 497 
Race obesids ed dos 00 Sh ds ~ dekind db bite bd oemo de 0 | 18, 670 | 56, 641 
SE teak haat wale Cn oie cigs eee caked 29, 452 | 8,721 | 26, 743 
ees Saki ae oer ids: 2. bor eo Sbksth eal 4,,363 | 7, 284 15, 498 
1957. a } '* 364 | 9, 998 13, 276 
Sen tere eo o's. wt wc 5, 063 17, 254 6, 537 
Subtotal 2... 308, 105 | 243,'265 216, 994 
Completed under previous acts; 
Public Law 412. Lite cubeedaietbelinnsses bible cebowsiet 117, 004 
Public Law 671. ia ia tiaatah, ire aliamlh ob diets agietit tlhe smn reid a a I A real 47, 954 
PWA Biaaentwad ia Se isensues 21; 135 
Converted war housing bp alld eh Si . 24, 844 
Farm labor camps. ----..---- -| 1, 081 
i i a ct Ea 4. 212, 018 
Originally completed under previous actS but now in manage- | | 
ment under 1949-act,....:..-..-----..-+..-----.-.1------ Feb ad on ebguha dad ok - ub ue 2 558 
Total under management........-....-.-.--.------2+--- he ~ 431, 570 





1 Only 2,899 are charged against the 70,000 units authorized by the 1956 act and the balance was against 
the 1955 authorivation. 

2 Units put under construction include 11,582 units-constructed under the Housing Act of 1949 but initiated 
prior to the act; in addition there are 970 units contracted’for prior to. the Housing Act of 1949 which are 
expected to be built but. are not yet under construction. , Thus the total number, of units under annual 
contribution contract ‘but not under construction is 77,392. 
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' The Housing Act of 1956 authorized a total of 70,000 additional low- 
rent ‘units. Under the terms of this law, these additional units were 
to be programed in 2 increments of 35,000 each; the first to be contracted” 
for after July. 31, 1956, and prior to "July 31, "1958, and the second on 
and after July 1, 1957, and prior to duly I, 1959. 

Of the first increment, only 2,899 units were placed under annual. | 
contributions contract between the effective date of the authorization ° 
and the end of fiscal year.1957. During the current fiscal year annual 
contributions contracts have been, entered into for a total of 5,063 
units. It is anticipated that an additional 10,000 units will be placed 
under contract by July 31, 1958. 

To summarize the situation, of the 70,000 units of low-rent housing 
authorized by the -84th Congress, all of which.could have been. con- 
tracted for by July 31, 1958, only approximately 17,962 units will be 
placed under contract by that date.. The authorization for 17,038 units 
of the remainder will expire on July 31, 1958, arid the balance of 35; 000 


_ units must be contracted for before July 1, 1959. 


The situation in the large urban areas points up the nature of the 
difficulties. Since the enactment of the Housing Act of 1949, 126,786 
units of low-rent housing were allocated—through progam reserva: 
tions—to the local.authorities in the 10 largest “cities. of the ‘United 
States. This was done at their request and on the basis of their repre- 
sentation of need and the prospects of the housing being’ produced 
within a‘reasonable.time. 

Pursuant to these reservations, only 53 248 units, or approximately 
42 percent, have. been constructed. Of the balance, 7,211 ‘units are 
under construction ;.38,775 units are under annual contributidéns con-: 
tracts but have not reached the construction stage; 16,567 units have 
not as yet been placed under annual contributions contract! and the 
reservation or contract for the emg aee. 10,985 units has beén can- * 
celed at the request of the community concerned. 

A table showing the activities in the 10 cities is attached. 

(The table referred to follows :) 
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Mr. Stusser. An examination of the programs:of other cities indi- 
cates that the situation is not localized but is fairly uniform in all 
large urban areas. . ' 

maller communities ‘normally develop projects with reasonable 
promptness. However, insofar as number of units is concerned, the 
impact on the program from communities of this size is negligible in 
int of total units in relation to the program as.a whole. Of the 
7,400 units under annual-contributions contract on which construc- 
tion has not been started, 50 percent are in the 10 largest cities. , 

These facts have forced us to conclude that the unused portion of 
the 1956 authorization for additional low-rent housing units, if ex-: 
tended, will satisfy all demands for the next 2 fiscal years. ‘Therefore, 
it is the recommendation of the Agency that the 1956 authorizations 
for additional low-rent housing be extended for 1 year. Thisextension 
would make the authorization for approximately 17,038 units which 
will expire on July 31 of this year available until July 31, 1959; and 
the authorization for the unused portion of the 35,000 unjts which will 
expire on July 1, 1959, available until July 1, 1960. 

nr Carenart. My question is this: What is holding this back? 
I mean, had we authorized in the law 500,000 units would we have built 
more? Why have we not built more? 

Mr: Stusser. I presume because of — bvap s" 

Senator Capenart. In other words, you have had the authorization 
here for 70,000—the law:and the money—and yet they: have not built 
more. Whose fault is it? Yours? Or the cities?’ Whose fault is ° 
it, if anyone’s? I am not saying it is anyone’s fault... . 

Mr. Suusser. It is certainly not my fault or the Agency’s fault or 
the Housing Administrator’s fault. _'To.my knowledge we have not 
rejected any program that has been requested. 

Senator Commie. This annual fight we have been having here 
- 500,000 units, or whatever it has been, has been academic ? i that 
it 

Mr. Susser. I do not exactly know how to answer that question. 

Senator Carenart. I do not want to put words in your mouth: 

Mr. Stusser. I think it is psychological. I think if. you provide a 


large authorization you will get a certain impact on the program. : 


enator Carruart. In other words, we have been authorizing for 
the last few years approximately 35,000 so-called housing units each 
cae We have not built nearly that many. Is that’a correct state- 
ment ; \ 

Mr. Stusser. That is correct insofar as the 1956 authorizations are 
concerned. | , 

Senator CareHart. Whose fault is it? Is it the committee’s fault? 
The Congress’ fault? Your fault? Or is it the.cities out there where 
these public housing units might well be needed ? 

Mr. Stusser. Well, let me answer you inthis way, sir: I will have 
to do this.as a former city official. I sort of sympathize with some of 
the city officials. On the other hand, I think they have had an oppor- 
tunity that they have not completely accepted. 

There is‘no question in my mind but that the impact of the urban 


renewal program, which lias been very popular and is growing, has 


slowed down the cities somewhat in their plans. There has also — 


been the impact of the highway program. 
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Since the time I have been here, it seems to be that these impacts’ 
have sort of caught us. That was why we‘asked in. 1955 for a‘2 
years’ pro ram so as to give the cities an opportunity to catch, up 
on their pla unning program. I believe that ‘in the next year or two 
the Public Housing Adininistration will ,feel the efféct of some 
of these planning programs. 

Senator Carenart. My point is we sins had a big argument, here, 
a sinéere one, an honest one, in which there have been ‘some: people 
who felt ,we- should, have authorized 500,000 units. I believe the 
figure was 500,000, but it ‘does not: make any difference if,it was 2 or 
3 or 4 ar 5,times as much as we had done. Had we done that, would 
there have been any more ene housing units built? That is my 
point.: 

‘Mr. Suusser. I can only say that the, Agency. his not received suf- 
ficient requests for annual contributions‘ contracts to permit the ac- 
complishment, of the authorization, granted by Congress in the 1956 
amendments. : 

Senator Carenart. And it is not. -your fault? You have not been 
slow handling it or have not held it up,or discouraged people from 
making applications? 

Mr. Stusser. No, we' have not. 

Senator .Caprmart. Is there anything in the law that has- made 
' it impossible for cities to comply with.the law? Is that one of the 
reasons maybe why it has not all been used up? 
 *Mr. Susser. There are certain States that do not have legislation, 
. that is What you are referring to., Other States have legislation. 

I do not want to try to give ansyvers for the cities as to w hy “they did 

not accept the program or why they did not use it. 
' _ Senator ‘Capenart. I do not want you’ to. I was never more 
sincere in my life than to try.to find out why we have not, been-able 
to process. or to build the’ small, number authorized. And I say 
“small.” It is small—35,000 units a year.. Why. have we not. been 
able to build the 35,000 units ? 

‘Mr. Suusser. Let me answer you in this way: To my knowledge, 
sintée I have been Commissioner of the Public Housing Administra- 
tion we have not rejected a reservation that was submitted by a 
community. We may have reduced the number of units applied 
for because the facts indicated that over the long pull they did not 
need as'many units as they had felt they needed at the time of the 

uest for the reservation. ,However, the reservation was never 
rejected. I have no knowledge of any reservation having been 
rejected. | 

. Senator CAprnart. Is it your. opinion that the: law is too 
strict or. that, your, instructions .or requirements are too severe? 

Mr. Srusser:: No.. We have lessened our requirements greatly and 
havé delegated a: great deal of authority to the regional offices. We 
also have meen the period of ‘time required for the various 
reviews. a 

Senator Carenart. Well, then, if you 

Mr. Stusser. I know of none of our requirements which have 
been éxcessive. 

Senator Carenarm Without in’ any way criticizing any of the 
cities or those dealing away from Washington. in these projects, 
you would say it is just the normal delays that they have in operat- 
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ing their cities and getting laws passed, et cetera, that have held it 
up? 

Mr. Srusser.’ I think Mr. Cole’ indicated in, his statement, that there 
are site difficulties in the larger cities. There is also the fact that 
cities are absorbed with their urban renewal programs. Their tim- 
ing schedules are a little different. Also the highway arid freeway 
programs are having their impact. . The cities must pace and time - 
themselves as'to their most urgent need. 

I thik that is the position ‘in which we find’ ourselves today. 

Senator Carenarr. Well, then, this: fight that we have had—I do 
not know whether. you call it a fight or’not but an honest argunient - 
over what,the amounts:should be—is really academic, is it, arid hias 
been in the past ? 

‘Mr. Stusser. My personal reaction js‘ that we: must tailor our 
requests to the Congress with the demands that are made upon thie 
Agency by the communities: 

Senator Caremart. We have: people « come in here and testify that 
we ought to have 500,000 Housing units, public housing units, in 1 
year. We only gave them 35,000 “each year. Yet the cities or those 





‘people: out there that can. use ‘them or w ant, or think they want, the 


housing units have not even taken advantage of the 355000." ‘Is ‘that 
a correct statement / 

Mr. Stusser. There are a nuinber of cities that have a substantial 
number of units under. annual contributions contracts ‘which have 
not: been. constructed: ' “diay 

Senator Caprrizarr. Of course, there is: no question in my mind that 
if you can make a good argument for 1 public’ housing unit there 
must be certainly a need for more. than. 35,000. When there is need: 
for 1, there is certainly need for more than 35,000. 

L think what’ we ought to do, Mr. C hairman, is to find out what: is 


slowing. up the operation, if anything. And I am not saying there 


is. I am not critizing any body at all. I amn,not asking these ques- 
tions for that purpose ‘at all. 

Mr. Coir. Senator, may I interpose ? 

Senator Carenarr. Yes. 

Mr. Corr. As you have heard me discuss, with some of the mem- 
bers in these hearings, we think there is a difference between the 
word “need” 'and the word “request”, or “demand.” ‘Everyone knows 
that there are many people in this country living in what are known 
as dilapidated houses. 

Senator Carenart. Yes. 

Mr. Coir. Many people. 

Senator Carenarr. Yes. 

Mr. Corr. And the 35,000’ units:per year would not house those 
people. 

I “think, if I may, and I am not reading Mr. Slusser’s iba the 
point that he has been making is that his Agency has been filling 
the requests of all of the cities*that have come to him. , He said that 
there are these certain reasons whith appear ‘to him why this has 
not been as high as we expected. 

Senator Cargnart. If you will yield right there, is it your opinion 
that the law is too strict?’ Is that what’ is holding back ‘the cities? 

Mr. Corr. I do-not think the law’ is too strict, Senator: Mr. Slus- 
ser has covered it very well. The ‘inability to obtain sites cannot be 
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eee This covers a nvaltitude of. aahleing as, you well are 
aware. Cost as well, Location.. The type of housing to be built 
there. Local resistance. Local. resistance within the city and with- 
in the various neighborhoods. There is.a real problem. The prob- 
_ lem of so-called problem families, 

‘I do not highlight that articularly because I think that some of 
the recent: news articles about ‘so-called problem families or about 


problem families do not really illustrate the entire public housing — 


program. 

But they are parts of the reasons ‘that these cities have not been 
able to come'in, have not demanded’ greater numbers of housing units. 

Senator: Spakkman. I notice in looking atthe tabulation that, in 
1949 yow had:the highest number of applic ations you ever received. 
Then the next year it was 374, the next year 340, the next year 203, 
the next year 105, and in 1953 and 1954 ‘there. w ere no applications. 
Then in 1955 there w ere only 19, in 1956 there were 88, and in 1957 
_ there were 104. , 

It seems it takes about a couple of years to turn an application 
into a finished unit. 


Mr.. Susser. Yes; that is’ peaenaeetly, correct. Sometimes it 


takes even longer, 


Senator SPARKMAN. It takes abdut a: couple of years to run the: 
gauntlet... It seems that your applications are stepping up now. ‘Not, 


only are they stepping up by the year, but is it not true.too that in 
recent’ years. the program has been lar gely: geared to replacement 
units for urban renewal projects and for ‘highw ays? Not altogether, 
but in large part? , 
Mr. Stusser: I think that is correct, yes: 
Mr. Core. There has been a preference.. 
_ Senator.SparkMan. I believe you brought out, Mr. Slusser, that 
the highway program itself ‘vas slow getting underway. 

Mr. Stusser. I am ‘so advised, 

Senator SparKMAN. We know it takes a good long: tine for an 
urban renewal project to be acted on and to get ‘under w ay. 

So it seems to me that that'probably ex’plains the delay. 

But. sincé we are asking questions at this point, here is something 
that I want you to explain 'to me. You say, Mr. Slusser, that there 
are Outstanding ‘annual contributions contracts for approximately 
77,400 dwelling units which have not progressed to the point where 
construction has'started, “Are those wiits that have been. author- 

ized and ‘have been réserved?.’ They ,do not involve any of these 
35,000 units for eitherof the2 years? «' 

Mr. SLUSSER, That’ is substantially dorrect. ‘They do include ap- 
proximately 7,900 units of the 70,000 authorized by the 1956 amend- 
ment. 

Senator Sparkman, They are ever and above? 

Mr. Suvusser, They are mostly older éontracts entered into under 
authorizations «which preceded the Housing Act of 1956: 

Senator Sparkman, Mr. Cole brought out. a few minutes ago that 
there would be 247,000 families I believe it was to be reloc ated, and 


that at least. half of those 'w ould’ go into low-rent housing. 
Mr. Corn. Are eligible. 


Senator SPARKMAN, Are’ eligible for low- rent housing. 
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Mr. Coxe. That is over a period of yoomny! Senator. That is not in 
1 year. 

wt Sparkman, That is what? 

Mr. Coxe. It is over a period of years and-not in 1 any one = 

Senator Sparkman. Oh, I thought—— 

Mr. Coxx. Three years. : ‘ 

Senator SparKMAn. ‘Three years, it’is? 

Mr. Corn: Yes. 

Senator Sparkman. I do not quite see where you are ‘goingts house, 
them with what you have available at the present time. 

Mr. Cot. ‘Well, you liave a very: big. pipeline there, Senator, 

Senator SrarkMAn, I have tried to follow that through Mr. Slus- 
ser’s statement. 

Mr. Cotg.. There is no,effort on our part and could not be on our 
part to identify a given unit for the occupancy of an individual per- 
son who has.or will be dispossessed. On:the other hand, the inventory 
of contracts that are available for}construction, the 35, 000.a year, 
plus the turnover which is about 95,000 a year, we seem to think 
provides at least a basis for all of the demand for low-income housing 


' that the cities require. 


Now, if you are asking me—and I expect to let Mr. Slusser answer 
for himself—do I know whether or not a given city will have exactly 
enough ‘public housing units to take care of those dispossessed people 
1, 2,3 years from now, the answer is no; with this exception: On ur- 
ban-renewal programs, at least, before we approve an‘ urban-renewal 
program, we insist that the city ‘set up an acceptable plan of relocating 
these people in decent, safe, sanitary homes. 

But actually as to knowing whether or not a given individual will 
find a place in a given public housing project, we do not lave that 
information.. It isnot programed that precisely.. 

Mr. Stusstr. To give you an answer, Senator, on the number of 
units that are available, there. would be 140,000 under the existing 
authorization and outstanding contracts. Also the turnover in pres- 
ent units will absorb a substantial number of dislocatees. 

Senator SparKMAN,.: You gave the figure of 95,000. 

Mr. Coz. That was from memory, but I think it is close. 

Senator Sparkman. Do those’ represent people who are more ot less 
graduating from public housing ? 

Mr. Coxz., I have that figure lhere—95,871 move-outs in 1957. 

Senator Sparkman. I am trying to eet, though, the cause of their 
moving out. Has:their income ‘level lifted to the point where they 
are able to afford better housing? ’ 

Mr. Stusser. We have tried to trace that. We recently hada very 
interesting study on motivations in nine major cities, and it is quite 
surprising how close we come to the national average on turnover, 

1f 1 read the paper correctly, 1 think.there was a statement: by one .: 
of the reporters that some 34  nphion people moved in the United ° 
States: within a year’s-period of time. We find that to be almost 
identical to what. ‘is taking place in public housing. We a're almost, 
Te ng w ith the national aver age, 


enator Capruartr. How many people did you say danwed yn the 
United States? 


Mr. Siusser. Thirty-four million think. 


Senator’ Caprenarrt. That move each y ear? 2 
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Senator Sparkman. People? Not families? 

Mr. Stusser. That shifted location: 

Senator Caprnarr. That'is people, not families ?. | 

Mr. Stusser. I believe it was families. 

Senator Sparkman. Wait a minute.. We only have 52 million 
families, do we not, in the country ? 

Mr. Stusser. I do‘not know that, sir. I do not recall the figure. 

Senator Sparkman. ‘Oh, it might be. just an individual household 
rather than a family... About 45,mi]lion families ? 

Mr. Srusser. I.am informed 1 out of every 4 move each year. 

Senator SparKMAN. One family.out,of évery four ¢ 

Mr. Suusser. Yes, sir. 

Senator Sparkman. That is more like it: 

Mr. Susser. Our pattern stays.very close to that. We find oo 
there are those that become ineligible, and, others who move for 
rious reasons.; 

Senator SparKMAN. Did y ou get any breakdown ? 

Mr. Suusser. Oh, yes, sir. - We have a breakdown. 

' Seriator SPARKMAN. I, think" it would be interesting if you could 
put that in the record. . 

Mr. Stusser. We. would be glad to: 

Senator Sparkman: The removals each year and the reasons .for 
.which they move. 

Mr. Stusser. Our survey was confined: to nine of the larger cities. 

Senator SparKMAN. But. you think it would be typic al? 

Mr. Stusker. Yes; Ithinkso. ;. 

(The information requested follows :) : 

A study of.the reasons for move-out was made of all families leaving low- 
rent housing during the 6 ‘months period ‘ending May 31, 1957, in 9 cities. These 
cities are widely scattered geographically and in size and are believed to be 
representative of low-rent housing in urban centers. 

The study showed that move-out rates in low-rent housing varied among the 
cities in mich the same way as generat mobility rates for the population as a 
whole in the communities. 


The following table shows.the reasons for niove-out of the families leaving 
low-rent housing during the period. . 


EE IP CA pitt ails cadens end tnomnmemmeinammesnsnmece 100 

By request of management_.........--..--.----...-.._-...-- deemiiianiieteasaiil 25 
a tail i donee sent athlete men aieichorg item ain cuinpia 9 
Other ‘réasons_!_____ Baier iibates scschnbenlivaa lade mike salen pdt sokshleis Mpmiccahelas todavia teancande 16 
Due to changes in personal circumstances____.!~--- 2 36 
Neen ee eee ial als ns wer dh ln cshveemeneniioecimns arena cians a 
Circumstances meade: move: Neceseeryo oko ck 18 

By Renters chic didaie AAAs aaeeillis Aaa a teh oempeusenloccy coin tute Seman id 26 
. Desire for other housing et hee eRe a oe eg oe ee ko aoe 4 
Dissatisfied lade pth Atta Sh Sa inian cae ceetogte tell o Bee Reed ca iewabicaddetiecling oth 22 
Already’ returned Srey (NO a ae 2 
Cause not aaportathel! cs Teh alah hee > Eile Sere elo 11 
Scattered or no. member able to give information._...-_____________- “4 

(OR I UI i nica dina ab lees ectyinaenetckc usp Et scopegunmegnsenpreeceledpinperealeniis 6 
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Senator Carenanr. Mr. Chairman; I find more itilprestinig figures 
here. .. In 1949 there was'no public housing placed under construction 


‘and none completed iri 1949. Then in 1950 I find there were 25,000 


nits placed under construction but none completed. Then I come 

own here in 1953 and 1954 and'I find there were no apes 
received from-anybody. 

Mr. Stusser. That was by restriction of the Congress, sir. , 

Senator Carruart. And I find that in 1954, where there were no 


_ applications, no requests, and so forth, we still built 43,853 units, which 


is the third largest number built in any one year. 

Mr. Stusser. What year? © 

Senator Sparkman. 1954. That is the point I meal eullie ago. 
It took about 2 years to run from the application to the conipletion. 
And that is what was’happening. Those completed 'in 1954 -were 
really 1952 applications. 

Mr. Stusser.. Well, in 1953 and 1954 Congress put a limitation on 
new contracts. 

Senator Sparkman. That is correct. 

Senator Carrenart. I understand, ‘but now at the moment you do 
not even have enough applications to absorb ‘the 0, 000 units; ‘do yout 

Mr. Stusser. Yes, sir, we do have. 

Senator Carenart. You do-have? 

Mr. Stusser. Yes; we do have. 

Senator Carenart. How many more ei 70,000? 

Mr. Stuser. There are presently in active planning approximately 


4 


42,000 units. 

Senator Carenarr. Units? 

_Mr. Stusser. Yes. 

Senator Carruart. That is how many short of the.total aliiniadiaal 

Mn Stusser. About 28,000 left. 

Senator Caprnart. About 28,000 left ? 

Mr. Stusser. Yes. 

Senator Caprnart. In other words, at this very minute there are 
28,000 authorized public housing units where there are no applications 
ftom any of the cities in the United States to build? Is that correct ? 

Mr. Stusser. I think that.is:correct, sir. 

Senator Capenart. If it is not, will you correct, the record later? 

Senator Sparkman. Wait a minute. 1 do not quite understand that 
to be true. 

Mr. Stusser. I will correct that. Out of the 70,000 units, 42,000 
have preliminary loan contracts or are in active planning status. 

Senator Carenarr. Out of 70,000, 42,000 what ? 

Mr. Stusser. Forty-two thousand out of the 70,000 are now com- 
mitted to a preliminary loan or are being actively "planned: 

Senator .Carenarr. That leayes 28,000 then with nothing’ being 
done on them ? . 

Mr. Srusser. They tell me now there are 52,000 applications on file 
that can be activated. 

Senator Capenart. That can be considered ? 

Mr. Stusser. Yes, sir. 

Senator.Carenart. Then that is.8,000 more than the law has author- 


. ized you up to this point ? 
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Mr. Stusser. About. However, there is substantial autliorization 
between on and the development of a unit. 

Senator Caprnarr. Is that the correct figure? - 

Mr. Susser: If they would all come through, yes. 

Senator Carenarr. Ih other words, if you would.grant the 50,000— 
‘50,000 isthe figure? =" ovate: 

‘Mr. Stusser. Approximately. * | it 

Senator Carerart. Then you have 42,000 ‘under the law to'grant and 
you would be 8,000 short? Isithatit? «+» . 

Mr. Suusser.’ Well, the 42,000 ‘are committed to preliminary loan, 
not even up to the annual contributions contract stage. 

Senator Sparkman. All right. That leaves us 28,000 then. 

Mr. Srusser. Well, the 42,000 are’committed to preliminary loan. 
They are not under annual contributions contracts. The 52,000 are 
applications that have been made that are not under preliminary loan 
and are not in active planning stage. | 

Senator Carenart. Is the 42,000 a part of the 50,000? 

Mr. Suusser. No. sir. ; 

Senator Carenart. That is an addition? 

Mr. Scusser. Yes, sir. 

, Senator Sparkman. It looks to me like you have applications for 
50,000 and you have 28,000 with which to fill that 50,000. 
_Mr. Susser. That would be right if all of those end applications 
resulted in active programs. However, our experience has been to the ‘ 
‘ contrary: , ; aN fer, 

Sénator Carenart. Then you would need another authorization in 
this act for X number? : : 
_ Mr. Core. Not necessarily. Remember there is—— 

Senator Sparkman. Let me,ask at that point—— 

Mr. Susser. I would, like to say this; if I may, in order that the 
record is straight. Let me submit the’correct figures that we have in 
the Agency.’ - wie ks oe" 

Senator SparKMAN., Yes, fine. Now let me—— 

Senator CarenArt.. We will quit then and get into it later. 

(The information submitted follows:) ' : 


PEN 


Pending applications and: program reservations as of March 31, 1958 * 





a Number 

' Reservations ; : ane of units 
ey: ee OER VOIT, SHERRIE Sn ccm cmnmes 36, 942 
Inactive <i... iene biigeileisaiaacansacnapaade hii elles darciathee ahs ali dace cs axisd seman 26, 990 

\ Applications being reviewed_--~- Pe ea ia dsl id allenic sins niece angele 16, 430 
ORD * cicixcenmcinaidel qetoowecwnwel nme ginal i i ill dil enelorpsintalgtalinhetastmeniie 80, 362 


3 Experience in the program is that there is. substantial attrition between number of units 
applied for and ‘number of units actually devehoped. . Applications for 578,646 units re- 
ceived since the enactment of the 1949 act. resulted in o6nly 372,037 program reservations. i 
From these ‘reservations, to, date only 205,550 units have been constructed. The chart on : 
program ‘activities ‘in the'10 largest cities shows that over.a period of approximately 8 years ; 
otily 42 percent of. program reservations: totaling 126,786 resulted in completed units. j 
Additional units will ibe developed im the future undér the reservations cited in these 
‘examples; However, the final attrition will be substantial. ~*~ 


Senator SparkMAN. But I want to ask this question bearing upon 
your saying “not necessarily.”, Frankhy, it'seems to me that you ought 
’ .to’have an additional number ‘authorizéd in order to give you sufficient 
flexibility to work on this program. 
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Mr.-Cotz. A lot of'these applications will drop by the, wayside. 

Senator SparkMANn. Yes, I realize that. - 

For this reason: Town ‘X or city X applies for an urban renewal 

roject. Before that town or city can receive favorable action it must 
be stony to show that it can place its people that are going | to-be thrown , 


“ think, Mr. Cole, you said in your statement that a little better than 
50 percent of thése people were what, you might call prospective cus- 
tomers of low-rent housing. Appr oximately that. ” 

Mr. Core: A_little less: 

Senator SparkMan. City X must show, then, that it has a place to 
hou 50 percent of these people in low- rent housing. How is it going — 
tobe able to do that beyond the turnover that occurs unless they can 
‘come to you and say, “Give us a hundred units of low-rent housing” ? 

‘Mr. Corz. Well, our experience has shown that half éf these that . 
are eligible fall by the. wayside and do not request public. ‘housing. 
They obtain housing from other sources in the market. 

Senator Sparkman. Of course, I was just using that figure. It does 
not matter whether it isa half ora fourth. If they must have housing ~ 
available, whatever the number may be, how are they going to do it 
unless there is something over here that ‘they can negotiate witli? 

Mr. Core. That is right, but we have not yet found.that, the inability 
of low-rent housing to be. rogramed fora community has over a pe- 
riod of tine held up ‘any hn numbers of them. It may have held 
up somie. 

Senator Sparkman. I realize that it is because you had this reser- 
voir ahead that you could work on. But it seems'to me now you are 
about to'work out of this reservoir. | 

Mr. Stusser. If I may interject, I think we are still working on the 
reservoir, Senator Siebionat but I think Mr. Cole’s figures said that 
- these people that are eligible, a good many, never come ‘to oe 

ousing. | 

Senator Sparkman. I realize that, 

‘Mr. Stusser. Then you have the impact of the-FHA’s section 221 
program. 

Senator Searkman.. That istrue. A good many'of them are——. 

Mr. Stusser.: That we will have to consider. So the only thing we 
can go on is the fact that we match.our program closely with the 
urban-renewal program and the Administrator’s certification of a 
workable: program in. any community, and through that we keep 
abreast of what is going on. We believe that what we have now avail- 
able as a reservoir together with the unused: authorization is sufficient 
to meet the demands that will be made upon ‘us. 

Senator Sparkman, I can see ordinarily that would be true, but it 
seems to me. you are at the point where that is no longer true because 
you have more applications on hand than you have units. In other 





Mr. Stusser. That has always been 'true in the program, sir. I think 
I recall when I came into office we had something like 350,000 program 
reservations. 

Shortly thereafter, the Congress put’a limitation on the program, 
and many of those fell by the way. 
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| Senator Sparkman. We will move or with your statement. I am 


sorry to have taken so much time, but I’ thinkvit has been helpful to 


get the information in. ey oT) 

. Senator Carenart. It is the heart:of the.public housing—consider- 

ation we will have to give. eam, an" 
Mr. Susser. It is our considered opinion that any authorization 


in excess of this will constitute a nullity insofar'as the production of . 
new low-rent housing is concerned in the next 2 fiscal years. We will, . 


of course, proiaptly report to this committee. any change which would 
call for revision of these estimates: pee 

The Agericy has experienced year: by year the increases in construc- 
tion costs inherent ee economy which has existed since World War 
II. Our experience closely. follows that of. private builders. 

The cost situation culminated with the total dwelling unit cost 
for several projects exceeding $17,000 per unit. These circumstances 
made necessary the establishment of a ‘ceiling. This ceiling was 
fixed at $17,000 for total: dwelling unit cost.’ This action was taken 
because private builders are able to provide housing even in the high- 
cost'areas within this figure. We 
_ We fully appreciate that, private builders do not absorb the cost of 
slum land. We also know that where slum sites are used, a substantial 
portion of the cost .may be considered. as the cost of ‘slum clearance 
which. is an important objective: of the act..: This consideration was 
‘primary in our reaching the $17,000''ceiling. In its absence, the 
maximum approvable figure would be much lower. . The $17,000 figure 
is approved only in high-cost areas and: ‘for projects located on slum 
sites. ; 


cost limits do not run to total dwelling unit cost but are established 


as a maximum for room cost, exclusive of the cost of land, demolition, — 


and nondwelling facilities. ve le val | 

‘However, the act also contains other provisions relating to develop- 
ment costs. One of these requires that economy be. promoted in the 
construction of projects. Another strictly limits Federal subsidies. 
The, $17,000 ceiling was established in the light of these statutory 
provision§ ‘and on the basis of souyid business policy. This ceiling is 
also an,effort-on,our part to produce the maximum. number of low-rent 


housing units under the total authorization for annual contributions. » 


The Agency recommends two additional provisions in the proposed 
Housing Act for 1958, both of which. will amend the United States 
Housing Act 6f 1937 and, in our opinion, accomplish. improvements 
in the Sditinietretion of the low-rent program. 

The first of these proposed amendments relates to section 2 (1): of 
the act. The Housing Act of 1957:amended this section to authorize 
a’nuniber of additional exemptions to be used in calculating income to 
determine whether a family is of low. income'and eligible for occupancy 
in a low-rent project and also for rent-fixing purposes. 

These exemptions include (1) $100 for each adult dependent mem- 
ber of the family. having no incomé, including the spouse of the head 
of the family ; and (2) $600 of the income of each member of the tenant 
family other than the principal wage earner. 

The general objectives of these exemptions were to eliminate spo- 
radic, small earnings of tenant families, normally not available for 


This action was taken with reco nition that the specific statutory | 
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the support of the.family, from consideration in determining eligi- 
bility and' rent, and to assist the larger families. The Agency en+ 
dorses these objectives. | 

‘However, the'$100 exemption vic cause a substantial loss in rentals 
with a corresponding increase in Féderal subsidies. Applied to the 
spouse of the head of.the family, it will occasion a $20 reduction in 
annual rental for a substantial majority of the units in the program. 
This loss of rental could make insolvent individual projécts and will 
adversely affect the economics of the national program of approxi- 
mately 450,000 units. , ae, 

Also, the cumulative character of the $600 exemption for secondary 
wage earners—when considered with all other exemptions authorized 
by Jaw—would permit the occupancy of low-rent projects by families 
whose incomes are far above the level which may. reasonably be classi- 
fied as “low income.” * For.example, applied to a family of 4 in a 
program with admission limits of $3,800 per annum. and continued 
occupancy limits of $4,750 per annum, the exemptions for: secondary 
wage earners would permit admission to the project of families having 
a gross income‘of $5,000 per year and permit continued ae in 
the project of families with a total income of $5,950 per annum if, in 
addition to the head of the family, 2 other members are wage earners. 

If any member of the family is receiving veteran’s disability com- 
pensation, under the provisions of the Housing Act of 1948, the family 


' mcome may be further increased by the amount of such compensation. 


If the 2 secondary, wage earners are minors earning the modest 
sums of $2,500 per annum each, under a provision of the Housing Act 
of 1949, for continued occupancy purposes, the family could havé.an 

When applied to large families of tnusual composition, these vari- 
ous exemption provisions could make families eligible for low-rent 
housing who have gross ‘incomes far in excess of average. The limits 


for admission and continued occupancy on which these examples are- 


based are among the highest now prevailing in the program and are 
approved for high-cost, areas only. | ' 

The Agency assumed that, it was not the intention of the Congress 
in enacting the 1957 amendments to authorize occupancy of low-rent 
projects by families who are not low incéme and who are fully able 
to provide themselves with decent, safe, arid sanitary housing with- 
out public assistance. Also, that it was not the intention of the Con- 
gress to jeopardize the financial ‘solvency ‘of the program. 

Hence, in administering. these amendments, the exercise of the ex- 
emption for secondary wage earners has been limited’to families that . 
are clearly low-income under conditions prevailing in their communi- 
ties. The $100 exemption to spouses has not been permitted. How- 
ever, because of the present, statutory language, local:authorities have, 
challenged our right to-establish these policies, and we are finding’ it 
difficult to enforce them. ‘ 

We are, therefore, recommending legislation which will place a 
ceiling of $600 per family on the total exemptions for secondary wage 
earners and eliminate the $100 exemptions for spouses. 

This legislation also will grant an exemption of $100 for adult mem- 
bers of the family, except the head of the family and his spouse, and 
extends this exemption to all members of the family regardless of 
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shather they have income. The puipose of this provision is to elimi- 
nate sporadic earnings, small pensions, and simjlar incomes from con- 
sideration in determining both eligibility and. rent. 

It also will make more equitable the position of large families. The 
proposed law will not disturb exemptions previously granted by the 
Congress to minors and will incorporate i in the basic act the present 
law granting exemptions to veterans receiving disability compensation. 

We believe that we should call attention to the fact that in some cases 
because of applicable State laws the exemptions for secondary wage 
earners accorded by the 1957 amendments cannot: be fully utilized by 
the local authorities. The housing authorities laws of many States 
require that tenant familities pay a rental based upon a percentage of 
the family’s gross income. Normally, this is. one-fifth or one- -sixth.in 
accordance ‘with the size of the family. ‘The Federal law requires 
‘that a gap of 20 percent: be left between the upper rental limits for 
admission to a low-rent housing project and the lowest rents at which ° 
private enterprise is providing a substantial'supply of. decent, safe, 
and sanitary housing. 

"Instances have been encountered where the exemption of secondary 
wage earners could be applied but the rental required under State law 
would make the family ineligible under the gap requirements of the 
Federal law. 

The second. amendment proposed by the Agency relates to the dis- : 
position of federally owned low-rent projects. The original Housing 
Act expressed the intention of the Congress that the Agency “ as soon 
as practicable * * * sell its Federal projects * * *.” However, this 
law, in the next section, ties the Ageney’s hands by limiting the dis- 
position of these projects to sales to local authorities only. 

The; House subcommittee concerned with the appropriations of the 
Agency has repeatedly urged us to divest ourselves of the remaining 
projects in Federalownership. , ' 

The Agency endorses the’ philosophy of the original law that fed- 
erally owned low-rent projects be dispased of by conveyance to local 
authorities for continued, low-rent use in all cases where there is such 
a reed. However, we have ericountered cases where this cannot be 
accomplished. There“are no loéal authorities in the State of Okla- 
homa, nor is there State enabling legislation authorizing their crea- 
tion. 'Hence, the Agency has been unable to divest itself of PWA 
projects located at Enid and Oklahoma City. 

We also have been unable to dispose of a PW A project at Indian- 

-apolis, Ind:, because the governing body of the city will not approve 
transfer of the project to its local authority. | 
These situations have been repeatedly called to the attention of the 
appropriate local officials without results. 
The proposed amendment would confer upon the Agency, in addi- 
tion to its: authority to convey projects to local authorities for low-rent 
use, also the right to dispose of ‘such projects on the private market. 
If this amendment becomes law, we would. give preference to con- 
veyances to local authorities for low-rent use, and, in the cases men- 
tioned, would extend a reasonable time to the communities to take such: 
‘action as would make such disposition possible. 

We urge the enactment of this proposed amendment not-only as a 
means of accomplishing’ final disposition of the PWA projects but 
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_ because it. will be ‘helpful in the future with reference to, low-rent 


“S—@ HRs ot @O OD 


HOUSING ACT OF 1958 _ “Ry 





projects which may be returned to the Federal Government under 
conditions where conveyance, to a local authority would not be feasible. 
This concludes my prepared statement. . 
Senator Sparkman. Thank you, Mr. Slusser. |. ‘ 
The staff has worked out a:table on that exemption matter which 
I believe, if placed. in the record, would give some help. I suggest it 
be properly titled and without objection it will be placed in the record. 
(The table referred to follows :) ‘ 





























Mazvimum exemptions for net family income for. determining eligibility eee 



























































| Prior to 1957 act S. 3399 Committee print 
| 1957 , 4 
For admission: : ; 7 '* x 
Each minor other than head or spouse_| $100___- | ORs. 545k. cee None. , 
Adults other than head or spouse----. | None....| $100 if depéndent | .$100___.... Do, 
and no.income, ’ 
Income of other than principal jn- |...do__-.. $600 for each Aggregate | $600 for each 
come recipient. person. of $600. rson. 
Disability and death benefits_.-.~.-_-_-- Ds .3 se dads ot AE oad b 
Additional for continued occupancy: In- |...do-..2.|__..- DD. cdccnnvntxtclonc@Mamcuan Do, 
come of minors other than head and " t 
spouse, in lieu of exemptions stated 
above for income of minors. 














Senator Sparkman. Mr. Slusser, are you far.enough along on those 
single-family units at Cedartown, Ga., to know how well they are 
going to come out?’ 

_ Mr. Siusser. Well, they came out very ‘well, sir. They ‘are all 
occupied. . 

Senator SparkMAN. They are occupied now # 

Mr. Susser. There were 20 units ind 175 applicants... 

Senator Sparkman. How did the cost run? 

Mr. Stusser. We are very pleased with that. The actual construc- 
tion cost plus the cost of the land—what’' we call a turnkee job—is . 
about $10,200. We think we are a little high, because we were ina, °__ 7 
demonstration project and we had soine bugs, which we still need to. ' pe 
work out. . | 

Senator SparKkMAN. $10,200? 3 ! . 

Mr. Stusser. $10,200. That, of course, does not include: local au- , 
thority overhead. , M 

Senator SparKMAN. Are they individual family or two family ? 

Mr. Stusser. They are duplexes and individual family. ; ) 

Senator SparKMAN. They are individual ? : , 

Mr. Stusser. Individual and duplexes. fhe 7 

Senator Sparkman. And duplex?’ 

Mr. Susser. Yes, sir. : 

Senator Sparkman. I saw some housing of that type down near 
Mobile that you acquired from one of the defense: programs I presume 
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Mr. Stusser. No; we acquired that from’FHA. (i 
Senator Sparkman. FHA? hte > ‘ss 
Mr. Susser. Yes: That was at Montgomery, Ala., I believe. | 
Senator SparkKMAN. This was Mobile. ‘ 

Mr. Stusser. Oh, that is war housing. 
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Senator Sparkman. What? 
Mr. Suusser. That is war housing. 


Senator Sparkman. I am rather intrigued by the idea of single- 3 


family. units. . Certainly, anything you can do to get away from the 
institutional’ type, I think, would be-an advancement in the program. 

Mr. Suusser. It is an excellent program for the smaller communi- 
ties. 

Senator Spam aN. [realize the problem of land. 

Mr. Susser. It'is much less expensive for-us because, generally, we 
will find the utilities are in the streets, rather than causing us to. as- 
semble utilities and sewer services, water services, and such. 

I might-explain that we have started a similar program in the city 
of Philadelphia, where we have approved a 200-unit project consisting 
of existing single-family , homes which will. be acquired. and rehabili- 
tated by the local author ity. These aré homes that are for sale where 
- the people want to sell and move out. 

That is underway. We have another underway on the west coast 
that will be individual-family dwellings and duplex houses on scat- 
tered sites, as at Cedartown, except this will be a 100-unit project in- 
‘ stead of the smaller project. 

Senator Sparkman. Thé one at Cedartown was 20 or so? 

Mr. Susser. That was 20 units out of a 50-unit program. The com- 
munity only. wanted to go to 20 units to try it. Now, however, they 
have decided to complete their contract, and will develop the 30 
remaining units on the scattered-site principle. 

Senator Sparkman. There is no authority, either in you or in the 

local housing authority, to sell housing to families who live in it and 
whose income may becoine sufficient for them to buy? There is no 
such authorization for that, is there? 

Mr. Stusser. No, sir. 

Senator Sparkman. Do you believé that something like that could 
be worked out, might be worked out, should be worked out? 

Mr: Stvsser. I would like very much to, see it happen. 

Senator Sparkman. Mr. Slusser, you made some suggestion there 
about acquiring used housing, rehabilitating it, and using it for low- 
rent housing. ‘ How extensive has that been? - How extensively has 
that been done? 

Mr. Susser. We are trying it now in the city of Philadelphia. We 
are starting out with a demonstration project. We have an authorized 
area of 200 units. For-the purpose of establishing procedures and 

_ determinations, the local authority will initially purchase 25 dwellings. 
We will then perfect plans for proceeding with the remainder. As I 
understand it, there will be no major construction. There will prob- 
ably be painting, replacing of a heating system, or something of that 
nature, which is necessary to put the place back into a livable condition. 
Possibly, a new bathroom. 

The local authority advises me that they expect to get out for 


around $10,000 to $11 ,000 a unit—purchase and rehabilitation. So 


we havea series of pr ocedures to follow. 
Senator SparkKMAN. We e are to regard it as being. wholly experi- 
mental, so far? 


Mr. Susser. T would say that: it is experimental, but I have great 
hopes for it, because.I cannot see why it cannot possibly work as : well 
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as going in there and building higheniss buildings, which oy ie | 


~ to. If this is a solution and these properties are available, 


reason why they should not turn over in the market. 

Senator Sparkman. It will certainly be interesting to see the out- 

— to watch the development, and it seems to me to be a challeng- 
‘program. 
r. StussEr. I think it is, sir. ' 
Senator Sparkman. Thank you very much. fee ; 

Now, Mr. Cole, do you have something else? — 

Mr. Corr. We have college housing. Shall I eiteilta 

Senator Sparkman. ‘Yes, “if: you will. By the way, while I think 
of it, may I offer this suggestion? .I had the'staff prepare and have 
printed a committee print of some additional matters. tI made refer-. 
ence to it in my statement this morning. 

Mr. Coir. Yes; we have it. 

Senator Sparkman. I realize you. ca not had an opportunity to 
study that, and, furthermore, I realize that, most likely, there is not 
time to get Budget clearance, and so forth. 

Mr. Coxe. Yes. 

Senator Sparkman. But I would be very glad if you sien look 
that over, and if you feel like doing so sometime before the hearings- 
conclude, ‘if you will give us some ¢ omments on it 

Mr. Corn. We will be delighted to look at it, Senator. 

Senator Sparkman. Fine. 

(The following was received for the record :) 

Housing anp Home FINANCE AGENCY, 


OFFICE OF THE ADMINISTRATOR, 
Washington, D. 0., May 26, 1958. 


’ 





Hon. JouN SPARKMAN, 
Chairman, Subcommittee on ‘Housing, 
Committee on Banking and Currency, -, 
United States Senate, Washington, D. C. 


Deak Mr. CrarrMan: This is in response to your request for a report on the 


committee print, dated May 8, 1958, of a bill to°extend and amend laws relating 


to the provision and improvement of housing and. the renewal of urban com- 
munities, and for other purposes. 

It is my understanding that the committed print. was prepared in order to 
assemble. in. a -form convenient for’ reference a number of legislative proposils 
which are either not covered by bills .pending béfore your subcommittee or 
which are dealt with in the pending bills in other Ways. The Housing Agency 
has been mindful of your subcoinmittee’s intention to consider the provisions of 
the committee print during its executive sessions on general housing legislation 
scheduled for this week, and we have therefore furnished. this report at the 
earliest time that we were able. However, I would be less than frank if I did 
not mention that many of the far-reaching and complex provisions which are 
contained in the committee print actually warrant much closer study than‘ has 


' been possible ‘in the limited time since the print became available. 


k 


LOW-RENT HOUSING 


In view of the far-reaching changes which title III of the committee print would 
make in the low-rent housing program, I thought it might be helpful to com- 
ment oni that title first. Section'801 would amend the United States Housing Act 
of 1987 by adding new statements of policy relating to federally aided low-rent 
housing. Some of the policy statements are the subject of specific implementing 
provisions which will be discussed elsewhere in this report. These policy state-. 
ments would presumably stand or fall depending on whether the implementing 


provisions were approved or rejected. Accordingly, I would like to address my- 


self only to those parts of section 301 which deal with subjects ‘not discussed 
elsewhere in this report. 
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The section would declare a molten of promoting smaller projects, better 
wae local n hoods, having the lowest feasible density, and designed 
80 a8 to facilitate sale of the dwellings. It would also declare a policy of making 
adequate provision for larger families and for elderly families and of utilizing 
existing dwellings when appropriate and economical. The Housing and Home 
Finance Agency is in accord with each of these objectives, and the Public Hous- 
ing Administration has made them a basic part of its program. It should be 
noted, however, that: the design of projects which will be of low density, amenable. 
to subdivision ‘and sale, and capable of serving large families and elderly persons 
involves matters of capital cost. As explained by the Public Housing Commis-, 
sioner in his statement before your stibeommittee on May 12, the PHA, in carry- 
ing out congressional mandates relating to development costs,and the general 
promotion of economy in the program, has established a $17,000 ceiling for total 
dwelling unit cost where projects are located in high-cost areas on slum sites. 
We believe that it would be undesirable for the Congress to enact broad policy 
statements with respect even to the most desirable of goals unless policy guidance 
is also .given with respect to resulting increases in cost. Whether congressional 
guidance should take the form of a broad policy statement incorporated in the 
law, a policy discussion ,incorporated in committee reports, or standards or 
limitations having specific legal ‘effect can generally best be determined in each 
case on the basis of maximum clarity of intent. . Thus, while the Housing Agency 
‘has no objection to the enactment of the above- mentioned portions of the policy .. 
statement, I believe they should be supplemented with further guidance concern- 
ing resulting cost increases. If this’ is attempted, your committee may very. 
well conclude that the entire subject can better be handled: through more detailed 
statements in committee reports or through specific statutory provisions. 

“Section 301 would also enact a policy declaration that local public agencies 
shall have full responsibility for “the provision of such social and recreational 
guidance as is necessary in assisting families to become good tenants and citi- 
zens of the larger community.” ‘The Housing Agency strongly believes that this 
statement of policy should not be enacted. We recognize :-that local housing 
agencies will often’ find it advisable to obtain the services of ‘trained social 

workers who will participate in the housing management.function. Incidental ,to 
that function,'the social worker may identify problems among tenant families 
which. affect the economical and efficient operation of the housing project -and 
may help the tenant family by enlisting the aid of appropriate governmental ‘and 
private agencies dealing with health, education, and welfare. However, if the 
proposed statement is inserted in the United States Housing Act, the local hous- 
ing agencies will themselves perform “social and recreational” services, and the 
low-rent housing program will include -a full-fledged local welfare program at 
virtually 100.percent Federal cost. I believe that this result would be wrong 
in principle. The proposal undoubtedly also raises additional questions concern- 
ing which the Department of Health, Education, and Welfare is in a better 
pdsition to advise your committee than is the Housing Agency. 

Section 302 of the committee print would, if enacted, have the practical effect ° 
of giving local publicz;housing. agencies virtually unlimited discretion to estab- 
lish rents in federally aided low-rent housing and to detérmine eligibility for 
initial and continued occ upancy. ‘This ‘result would come about through the 
cumulative effect of provisions in the law which were enacted some years ago 
and which are unobjectionable’ standing alone; .a provision which was enacted 
in 1957 and which the Housing Agency believes to be seriously defective; and 
additional extensive changes which are contained in section 302 of the print.° 

In:the Public Housing Commissioner's testimony before your'subcommittee on 
May 12; he discussed the cumulative effect of various income deductions or, ex- 
emptiqns permitted under.the laws, including the $600 ‘deduction from the in-" 
> come of gach secondary income recipient permitted under the 1957 amendments." 
Commissioner Slusser explained how. these provisions could snake. possible. the 
occupancy of low-rent housing by families, Who could not reasonably. be con-, 
sidered to be low- -income families. He also expli iined the Administration’s rec-~ 
ommendation that the $600 déduction from the income of each second: iry income 
recipient be changed to an aggregate of $600 for the family. 

The committee print would retain the present objectionable deduce tion of $600 
for each secondary income recipient ; would remove the 20-percent gap require- 
ment: for purposes of determining eligibility for admission of displac ed families 
or eligibility for continued occupancy of any families; would delete the present 
requirement that rents be at least 20 percent of family income (less certain de- 
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ductions) ; and, most important’ of all,;would remové the authority of the Public 
Housing Commissioner to review the rents actually established by the local 
agency or the specific income limits actually governing occupancy eligibility. 
These provisions taken together would permit those local housing agencies which 
were so minded to substantially convert the federally aided low-rent program 
in:their communities into a federally supported, middle-income, public-housing. ' 
program which would be competitive with private enterprise, This’ would be 
contrary to congressional intent which in the past has been clearly evideneed 


- many times when proposals permitting a similar end .result weré more clearly 


presented for consideration. 

Yet, under the committee print as drafted, nO Federal agency or official would 
have any authority to prevent this result. It is true that the PHA would be 
eharged with approving the local housing agency’s determination of the cost 
level at which private enterprise in:the locality is providing decent housing, and 
that this is one factor which, under the committee print, would enter into the 
local agency’s calculation of income limits' governing occupancy eligibility.‘ How- 
ever, this PHA approval, would serve no substantial: purpose, because income 
limits; as well as rentals, would as a practical matter be controlled under the 
cumulative exemption and deduc tion prov isions, and not by this one factor sub- 
ject to PHA approval. 

Finally, it should be noted that section 302 of the committee print omits ex- 


‘ emptions contained in section 401. of S. 3399 of $100 for each meniber of the 


family other than the head of the fatnily and spouse. Thus S.. 3399, when com- 


‘ pared with the committee print, .emphasizes‘exemptions more favorable toward 


large families with children and less favorable toward families with adults re- 


ceiving secondary income. ' 


Section 303 of the committee print contains provisions governing the contem-. : 
plated sale of low-rent, public housing units to over-income tenants. These pro- 
visions do not adequately deal with a number of knotty ‘problems involved in 
such sales. We believe that it will simply not be practical to apply the detailed 
procedures contemplated by the section to,the sale,of large projects incapable of 
being broken up into individual units. The organization of a tenant’s coopera- 
tive for the purpose of purchasing 'a large project is difficult under any circum- 
stances, and will be particularly so ‘where the cooperative is to consist of groups 
of tenants who gradually attain incomes above the: public housing level. The 
sale of individual units in a multifamily project which is not converted to a co- 
operative will raise other problems as when extremely small .differences in 
thonthly payments distinguish purchasers from tenants: 

Even in the case of structures which can..be sold.as single family units, the 
committee print as drafted raises a question as to the propriety of subsidized 
interest rates for those families whose incomes have not only. risen to a level 


_where they are ineligible for public housing but have risen to a further level 


whére they can afford to pay a market rate.’ We also question the desirability of 
the fixed formula for determining the payment for equity interests reacquired 
by the local,public housing agency from purchasers of units who fail to,carry 
out purchase contracts. The 214 percent deduction reférred to'in the ‘section 
would provide for windfalls in the later days of purchase contracts if it is in- 
tended to be a single deduction. If it is intended to be a deduction of 2% percent 


-per annum, the repurchase provision wonld be a nullity’as it would more than 


cover the purchaser’s equity in most cases. 

With respect to all existing low-tent projects on which bonds are outstanding, 
covenants to bondholders prohibit transfers, mortg: ages, or pledges, and serious 
legal problems would therefore arise under any sale which did-not ‘involve the 


immediate tetirement of the bonds. In ‘the case of future projects, it would ‘be 


difficult to obtain private financing subject to proposed ' purchase contracts, and 
even if this difficulty were overcome, it is likely that interest costs would be 


, considerably higher than now prevail. 


Even if the plan proposed in the committee print could be ‘placed into operation: 
it is doubtful whether home ownership would, be accomplished under the mini- 
mum, payments set forth in section 303. For example, the ‘purchaser of a unit 
valued at $10,000, during the first. 5 years of his purchase coritract, would be : 
required to make payments of $32 per month for local housing authority service 
charges, approximately $20 per month for taxes, $25 per month for interest, and 
approximately $4. as principal payments, or a total of approximately $81 each: 
month. At the end of this period he will. have paid approximately $4,860 toward 
the purchase of his home.. However, his equity in the unit will be only $250. 
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During the next 5-year period his monthly payments will be increased by an 
additional amount for principal payments of approximately $4. At the end of 
this period, after paying approximately $9,960 toward the purchase of his home, 
he would have an equity of only $750. Similarly, through’ the third 5-year 
period, during which the purchaser would make monthly payments of approxi- 
mately $86 and complete total payments toward the purchase of a home approxi- 
‘mating $15,300, his equity would increase to only $1,500. 

The amount for service charges used in this example is based on current pre- 
vailing average management costs-in the low-rent program. The interest figure 
is based on a rate of 3 percent per annum. Normal depreciation of the unit will 
substantially exceed the purchaser’s equity at any stage. Hence, the plan could 
be attractive only where it would produce low rent. A major defect in this plan 
is the requirement that purchasers pay service charges to the local housing 
authority based on a proration of the local authority’s management overhead. , 
The purchaser could perform necessary repairs and maintenance to his home or 
have such work done through private contracting at substantially less cost. 

The many difficulties involved in section 303 of the committee print are very 
real. Some relate to specific defective provisions in the section, and others: are 
inherent in any attempt to dispose of low-rent housing to its tenants. In either 
case, it is important that the problems be squarely faced. That the section fails 
to do. 

' Other provisions of section 303 would provide for the continued occ upancy in 

low-rent housing of ovér-income familities who are neither able to purchase their 

dwellings nor to find other decent housing suitable for their use and within their 

means: This provision would givé rise to a number of practical problems in 

that the local public housing agency would be placed in the position of having 

to determine at least annually whether particular privately owned housing is 

available to an over-income family, is decent, is suitable for the particular , 
family, and is within its means. Such a nonroutine case-by-case task will fre- 
quently defy the judgment of even the wisest and most experienced and- least 
hurried caseworker. The:section would reduce incentive on the part of over- 
income tenants to find housing for themselves, and would reduce turnover in 
existing low-rent units available to low-income families Ww hove needs are far 
greater than the over-income tenants. 

. Section 304 of the print would ‘amend a aaa of provisions in the United 
States Housing Act to’ provide that Federal annual, contributions for the low- 
rent housing projects shall be paid in fixed and definite amounts. At présent, 
annual contributions are contracted for in an amount adequate to cover -debt 
service, thereby enabling the local public housing agency to sell its bonds at 

‘favorable interest rates. However, actual annual contributions are made in 
lower amounts when reduced annual contributions plus rental income are ade- 
quate to cover debt service and operating expenses and still maintain rentals at a 
level low enough to serve the low-income families for Whom the -housing is 
intended. Historically, annual contributions actually paid have been ‘far less 
than those contracted for ‘because debt service is geared to original development 
cost while rental income has. risen both with inflation and with increased real 
incomes. 
. Under section 304, two- thirds of any surplus funds resulting from the receipt 
of the fixed annual contributions would: be used to amortize capital debt more 
rapidly. It-is, of course,.true, as proponetits of this legislation point out, that 
the earlier retirement of capital debt: would, reduce interest charges and to that 
extent reduce future Federal. annual contributions, It should be mentioned, 
however, that the shorter period. during whi¢h Federal contributions are paid 
will be accompanied by a corresponding shortening of the period during which 
there is any real assurance that the public housing will be used solely fot low- 
rent purposes, and not to a considerable extent for middle-income purposes, 
which may very well be the end-result of this amendment, along with the other 
proposals (contained in sections 302 and 303) relating to the fixing of rentals 
and of income limits and to continued occupancy by over-income tenants. 

The remaining one-third: of the surplus funds which would result from any 

‘fixed annual contributions made by the Federal Government in excess of project 
needs would, under the committee print, be kept by the local public housing 
agency. Proponents of this change argue that the possibility of this gain-would 
furnish the local public agency an incentive to achieve economy .in operations and 
an incentive to collect the highest possible’rents within the financial ability of its 
tenants. .These two incentives warrant close scrutiny. The first assumes that 
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there will be a greater incentive on the part of the local agency to practice economy 
when the resulting savings will producé funds disposable for some purpose other 
than the provision of a maximum amount of low-rent housing at: the lowest 
possible cost. - However, it is this latter purpose for which the funds are made 
available by the Federal law and not some other unknown purpose, which is not 
contemplated by Federal law, such as, (for,example) the possible proyjsion of 


. publicly owned middle- income housing. In accepting the Federal annual con- 


tributions under the United States Housing Act of 1937, the local public agenéy 
binds itself to practice economy and efficiency to the best of its ability and should 
need no additional incentive to do so. The second incentive referred to; namely, 
the collection of the highest possible rents within the financial ability of its 
tenants, is not necessarily a desirable incentive since it would tend to dilute the 
basic purpose of the program, which is.to reach as low ‘ari income group as 
feasible. , 

The immediate effect of the proposed change would be to increase the Federal 
subsidy by about $25 million -vearly with respect to the present program and by 
additional amounts as additional units reach the subsidy’ stage. Reductions 


» would later result in Federal subsidies because two-thirds of the excess funds 


would be used to shorten the period of the debt servicé. However, one-third 
of the immediate increase in the annual subsidy, or about $8,330,000 per annum, 
would represent a donation to local authorities in return for doing what they 
are already legally and morally*obligated -to do. 

Section 304 also provides that local public agencies shall be audited annually 
by State auditors or by a public accountant of recognized. standing and that the 
agency itself shall then certify that’ the financial statements are true.and that ° 
it has‘complied with the provisions of the United States Housing Act of 1937. 
The certification would be final and conclusive’so far_as all officers of, the Federal 
Government are concerned, including the Public Housing Commissiorter, and the 
Comptroller General, in the absence of fraud or of evidence of gross waste or 
extravagance. The apparent theory behind this provision is that the Federal 


‘supervision is now motivated solely by the Federal ‘interest in reducing the 


annual contributions to the lowest amount needell for maintaining the ‘low-rent 


_nature of the project, and that.supervision or auditing becomes unnecessary ’. 


when the aid contract calls for annual contributions, in. fixed amounts. This 
theory is fallacious. When Federal funds are paid annually for a continuing 
public purpose, the supervision is*properly .motivated by the desire to see that 
the funds are applied to the public purpose contemplated by the Federal law 


“ which authorizes the annual payments. :This is so- whether or not there is a 


possibility of a reduction in the expenditure. . e 
Furthermore, in a nationwide prozram which is nec essarily complex; Federal 


i ‘supervision serves not only to protect the integrity of the program, but also ' 


serves to avoid the technical distortion of purposes and the unfair ‘discrimina-. 
tions, among different localities which may readily. arise as a result of wide- 
spread operations by:-many hundreds of local agencies of varying size and ex- 


perience. It,is extremely naive to assume that public accountants not specializ- 


ing in the program can make an adequate audit of funds, judging compliance 
with all the Federal provisions of law which’ would still govern the operations 
of local public housing agencies even if the very loose prov isions of. section 304 
of the committee’print were to be enacted. This becomes abundantly clear when 
it is recalled that Federal supervision deals not merely with, financial integrity, 
but-with specific public purposes determined by the ©ongress, and with such 


. technical housing matters as the use of closed specifications, constfuction fail- 


ures, maintenance failures, and vacancies in projects. 

, For all of the foregoing reasons, I strongly recommend that this section not 
be enacted. My conclusion in this respect is reinforced, by a consideration 
which is sometimes overlooked. -The local housing authorities are autonomous 


. public bodies virtually independent of the local governments. They: are not 


subject to real supervision or budget control’ by either State or, local officials. 
They do not have the power to levy and’ collect taxes and have no assets other 
than housing projects made possible by the Federal Government (and in a few 
cases by the city or State government) and the incomes from such projects. By 


‘law, neither the city, county, nor State is responsible for their debts and obliga- 


tions. Local contrilutions to the federally aided projects consist primarily of 
partial tax exemptions, but this involves no initial cash outlays and thus the 
expenditures of the local authorities do not tend to be closely supervised by 
elected local officials as are expenditures which require appropriations from the 
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Section 305 would direct the PHA, when requested by local housing agencies, 
to amend existing annual contributions contracts in order to extend the pro- 
vision of title III of the committee print to existing projects. This provision is 
triply objectionable. It would extend to additional projects features of the bill 
which are themselves undesirable; it would provide for amendments of con- 
tracts, to the detriment of one party, which were originally entered into in good 
faith; and it would do so on a mandatory basis which would not even permit 
the Federal Government to take account of the many special ‘and unforeseen 
problems which would inevitably arise, case by case, if attempts were made to 
rewrite old contracts to*reflect radical changes in policy. 

Section-306 of the committee print would authorize an additional 35,000 units 
of low-rent housing to be contracted for between July 1, 1959, and July 1, 1962. 
I recommend that this provision not be enacted, and that the Congress enact 
instead section 402 of S. 3399. That section of 8S. 3399 would extend the time 
limits which the law now places on the authority of the Public Housing Adminis- 
tration to enter into loan and: annual contribution contracts to assist low-rent 
housing. This authortiy with respect to 35,000 units became effective’ July 31, 
1956, and will expire on July 31,1958. The remaining authority, covering 35,000 
additional units, became available on July 1, 1957, and will expire on July 1, 
1959. §S. 3399 would (as would also sec. 306 of the print) postpone each of these 
two termination dates by 1 year. 

Because only about 8,000 of the presently authorized 70,000 low-rent units have 
been’ placed under contract, the enactment of section 402 of S. 3399 would make it 
possible to satisfy all demands for a considerable period of time. This conclu- 
sion is amply supported by the detailed testimony which the Public Housing-Com- 
missioner presented to your committee on May 12. Commissioner Slusser con- 
cluded his testimony on this point by stating: “It is our considered opinion that 
any authorization in excess of this will constitute a nullity insofar as the pro- 
duction of new low-rent housing is concerned in the next 2 fiscal years. We 
will, of course, promptly report to this committee any change which would call 
for revision of these estimates.” 

Section-307 of the committee print would, in effect, eliminate the local one- third 
contribution toward urban-renewal funds with respect to any portion.of an urban- 
renewal project which is used as a site for federally aided low-rent housing. 
This proposal would furnish a discriminatory advantage in the purchase of sites 
cleared under the urban-renewal program to-agencies purchasing land for public 
housing purposes as against other prospective purchasers, including private pur- 
chasers and also public bodies acquiring land for parks, schools, playgrounds, 
‘and other tax-exempt facilities. 

In addition, the section contains an objectionable provision which would value 
the cleared land in an urban-renewal project used for low-rent housing purposes 
on the basis of the price which would be charged if it: were disposed of to private 
enterprise “for lowest rental housing.” The present rule, applied to all other 
urabn-renewal land disposals, appraises cleared land at its fair value for uses 
specified in accordance with the urban-renewal plan. This, in turn, has been 
established for public uses as the value for the “most likely alternative private 
use.” The present formula is fair and practical, whereas the new and extremely 
narrow standard proposed in section 307 would be difficult to apply in the absence 
of any meaningful content which‘can be assigned to the concept of “lowest” rental 
housing. The proposed standard would undoubtedly be urged .as a basis for 
further subsidizing the low-rent housing program at the expense of funds ear- 
marked by the Congress for urban renewal. 

- Finally, the'section is defective technically in that it would grant an additional 
noncash credit to the locality without making a corresponding upward adjust-. 
ment -in the gross project cost. This would result in insufficient cash in the 
project to liquidate the temporary loan. 


FHA MORTGAGE INSURANCE 


Section 101 of the committee print would amend the National Housing Act to 
provide higher mortgage limits, per room and per unit, for the FHA’s regular 
rental housing: program. Corresponding changes would be made under section 
‘ 102 of the bill with respect to FHA’s special rental housing program for urban 
renewal ‘areas and under section 105 of the bill with respect to its rental housing 
program for the elderly. Mortgage limits per'room would be increased from $2,250 
to $2,500 .for garden apartments, from $2,700 to $3,000 for elevator apart- 
*.ments, and from $1,000 additional: for high- -cost areas to $1,250 additional. 
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Per-unit limitations would be increased ‘from' $8,100 to $9,000 in the case of 
garden-type apartments averaging under 4 rooms and from $8,400, to $9,400 
in the case of elevator apartments averaging under 4 rooms. All of these 
increases are about 11 percent except that the total per-room increase in high- 
cost areas would be about 15 percent. We believe that the increase from 
$1,000 to $1,250 in the additional mortgage amount per room for high-cost 
areas is unduly liberal when combined with the other per-room and per-unit 
limitations. While we do not believe the other increases to be needed, we 
have not had sufficient tinie to analyze fully the effect which they might have. 

Undoubtedly, the higher mortgage ceilings will permit some projects to be 
built which otherwise might not be built. However, during the past half-year 


‘or so, there has been a tendency toward declining apartment construction 


costs. The proposed increases would tend to lead to a resumption of the upward 
cost trend which prevailed for several years until-September 1957. Increased 
eosts would necessarily be reflected in higher rentals and in a reduced market 
for the housing. 4 

The number of private multifamily housing starts increased from 82,000 in 
1956 to 120,000 in 1957, and early 1958 indications point to a continued increase 
in this volume. During the first 3 months of this-year, rental housing applica- 
tions under FHA’s regular séction 207 program totaled 7,334 units, :which was 
more ‘than double the 3,500 during the same period last year. The Housing 
Agency recognizes that activity under FHA’s rental housing program is still 
not as high as would be desirable. This, however, is due in large measure 
to the below-market statutory 4% 2 percent limit on interest rates. This rate 
is still too low to attract adequate private capital despite the recent easing 
in interest rates in general. Accordingly, we have proposed an amendment 
in S. 3399 which would authorize an upward adjustment in the' rental housing 
interest rate. At, the present time, we simply do not.have, enough facts upon - 
which to base a recommendation for changes in the mortgage ceilings such as 
are proposed in sections 101,: 102, and 105 of the committee print. 

Section 102 of the print contains additional amendments which are designed 
to perfect FHA’s mortgage insurance program for rental housing in urban 
renewal areas. These additional provisions ‘are essentially.the same as those. 
contained in section 108 of S. 3399..:Their. purpose is fully set forth in the 
section-by-section analysis of S. 3399 which has been furnished to your sub- 
committee. However, your attention is called to one provision in section 102 
of the committee print which differs from, and which we believe to be less 
desirable than, a related provision in section 108 of 8. 3399. Both sections 
would increase mortgage ceilings for investor-sponsors in order to place them 
on a par with builder-sponsors. In the case.of new projects, the limitation 
of the mortgage for investor-sponsors and for builder-sponsors would be changed 
by both sections from 90 percent of allowable costs to 100 percerit of costs 
excluding some cost items in the latter case: U nder 8. 3399, there would be 
excluded any allowance for builder’s or sponsor’s general overhead as well 
as any allowance for profit. Under the committee print, however, there would 
be excluded any allowance for builder’s and sponsoar’s profit but the allowance 
for general overhead would not be excluded. Under S. 3399, the increase from 
90 percent to 100 percent in the ratio of the mortgage amount-to the cost would 
be fairly well counterbalanced by the elimination of the allowance for profit 
and for overhead. Under the committee-print, however, the failure to-exclude 


‘the overhead allowance would result in a liberalization ‘between’ two types 


of mortgagors. Similar objections apply to similar provisions found in sections 
103 and 104 of the committee print. 

Section 103 (a) of the committeé print would amend section 221 of the 
National Housing Act which authorized special FHA mortgage insurance aids 
for relocation housing. “Environs” of areas eligible for section’ 221 assistancé 
would be included in the program both as areas from whijch eligible families 
may come and as sites for the housing. ‘The first of these two changes raises 
a policy question as to whether comimunities which have failed‘ to adopt a 
workable program should have made available to them the ‘special benefits of 
the section 221 program. This change would give those communities an un- 
earned benefit which is given to other communities only when they meet certain 
requirements of law. The second change, standing alone, would not be open 
‘to, this objection since the housing would be available to eligible families dis- 
placed by governmental action on the part of communities which have met, the 


‘workable program requirement, or an equivalent requirement. However, the 
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second change would give rise to another objection in that the “environ” com- 
munity would have section 221 housing placed within its borders without any 
request on its part, whereas in the case of all other communities the locality 
must first request the housing. Thus the decision as to whether the “environ” 
community might or might not receive the housing would be made for it by an 
adjoining locality. 

In view of the defects in these provisions, I recommend that they not be 
enacted. However, the Housing Agency recognizes the need for additional 
flexibility in the location of section 221 housing. With this in mind, we have 
recommended the elimination of the requirement that the community in which 
‘the housing is to be located must make a formal request that the program be 
made available. The complete eliminations of this, requirement would not 
discriminate against any community. However, the elimination of the require- 
ment with respect to some communities and not with respect to others, as 
proposed in section 108 of the committee print, would be discriminatory. It 
may very well be that the deficiencies: in these provisions are merely technical 
errors. The Housing Agency would, of course, be pleased to render Such 


‘ . assistance as we are able to perfect the provisions. ° 





Section 103 (b) of the committee print would change the maximum mortgage 
amount under the section '221 sales housing program from $9,000 to $10,000.per 
unit and would also change the maximum amount applicable to high-cost areas 
from $10,000 to $12,000 per unit. "The Housing Agency is in full accord with the 3 
proposal to raise the high-cost area ceiling to $12,000 and has recommended the 
enactment of a similar amendment contained in section 109 of S. 3399. How- 
ever, we strongly urge that no change be made im the $9,000 ceiling for other 
areas. An increase in this ceiling would only invite higher mortgages and. 
encourage higher costs in areas where it is feasible to produc e the needed hous- 
ing under the $9,000 limitation. In areas where this is. not feasible, the situa- . 
tion can be handled under the high-cost area exception. 

Section 103 (b) would also make changes‘in the section 221 rental — 
program. In the case of new rental housing projects constructed by nonprofit 
corporations, the mortgage could equal 100 percent of replacement cost instead 
_ Of being limited to 100 percent of value. In addition, profitmaking corporations 
would be permitted to obtain mortgages on section 221 rental housing projects, 
equal to 100 percent of replacement cost, but excluding from replacement cost 
the allowance for builder’s profit. . Where profitmaking corporations rehabilitate 
rental projects financed under section 221, they could, under the committee 
print, receive mortgages equal to 100 percent of value. 

Because section 221 mortgages may have a maturity of up to 40 years and 
’ because the projects do not have to be in an urban renewal area, it is necessary - 
to consider the effects of potential neighborhood changes on property values 
and rental income over an extended period of time if the Government’s interest 
is to be protected. This can be done by FHA under a valuation appraisal, but 
not under a calculation of replacement cost. Therefore, the foregoing pro- 
visions, and especially those relating to rental projects constructed by profit- 
making corporations, are’ open to very serious objection, particularly when 
combined with very high ratio lending. 

The Housing Agency fully sympathizes with the’ considerations which have 
undoubtedly .motivated these proposals... There is a great need for relocation 
housing and present programs are inadequate. Section 221 is now limitéd to , 
sales housing, excépt that nonprofit corporations can build rental housing. ‘It 
was never expected that a large volume of rental hotsing could be obtained 
through the activities of nonprofit corporations. To meet this problem, the 
Administration has recommended amendments permitting profitmaking corpora- 
tions to receive section 221 rental housing aid. However, in order to safeguard 
the program against undue risk we have recommended that the maximum ‘mort- 
gage' amount in the case of profitmaking corporations be limited to 95 percent 
of the value of the project, instead of 100 percent as in ‘the case of nonprofit 
projects. We are convinced that our proposal will work. ‘It contains several 
very substantial incentives. These include the 95: percent’ ‘Joan. to value ratio 
as compared to 90 percent under FHA’s regular rental housing program :' the 
waiver of the “economic soundness” requirement; and the use of FNMA 
‘special assistance. The Administration’s proposal is’embodied in section 109 of 
S. 3399. For the reasons stated above, we recommend the enactment of the 
provisions on section 221 rental housing conthined in section 109 of S. 3399 in 
preference to those contained in section 103 (b);of the committee print. 
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Section 104 of the committee print contains a number of technical amend- 
ments which are related to other provisions of the print. It also contains a 
substantive provision under which. working capital of section 213 management- 
type projects would be certified as part of the actual cost on which the maximum 
mortgage is based: As we understand this provision, it is open to serious 
objection. Where working capital is used for actual ent expenses 
(such as property. taxes during construction in excess of original estimates), 
it would under present law be credited as actual cost. To credit it again would 
be a duplication which is surely not intended by the draft. However, if the 
working capital is expended for initial operating expenses in the management 
stage or returned to cooperators, it certainly should not be credited as a con- 
struction cost because it is no more a construction cost than’any other operat- — 
ing expenditure made a year later or any rebate received by a mortgagor in 
other FHA: programs. If this item were to be included in the “actual costs’ 
for section 213 projects, there would he insistent demands for a similar un- 

warranted concession in other project- -type programs. 

Section 105 of the committee print ‘would set up a rental housing, mortgage 
insurance program for the elderly under a new section 229 of the National 
Housing Act. This section parallels section 103 of, 8..3399 in some respects, 
including the omission of the “economic soundness” réquirement which is ap- 
plicable to rental housing for the elderly under present. law. However, section 
105 contains.a number of very undesirable provisions which are net contained 
in section 103 of 8S. 3399. 

Section 105 wold make mortgage loans equai to 100 percent, of cost available 
to nonprofit organizations despite satisfactory experiencé under a 90 percent 
limitation which encourages more careful planning by the nonprofit organiza- 
tions of this type of project. ‘Our experience to date indicates that the modest 
equity invéstmeht now required of nonprofit organizations is not a deterrent to 
the program. 

Secondly, the committee print would encourage an additional tee oas open 
to profitmaking organizations. .It would make available to them 95 percent 
‘mortgages based’ on replacement cost. We believe these liberal terms are un- 
warranted, especially’ when only 40 or 50 percent of the units would be required 
to be designed for the elderly, and when extraordinary aid would also be made | 
available under FNMA’s special assistance’ program. In view of the special 
design’ features required, the mixed occupancy by elderly tenants'and others, 
the limited incomes -prevailing among elderly persons and, similar factors, the 
program would tend to attract profitseeking sponsors interested largely in a 
quick return. ; 

Other defects in the section are the $1, 250 additional mortgage allowance i 


_Toom for: high cost areas which is unnecessarily high particularly on top of the 


proposed $9,000 and $9,400 per. unit limits ; the too restrictive 4% percent interest 
rate ceiling; and the “prevailing wage” requirement which would prevent special 
agreements voluntarily entered into between nonprofit sponsors and labor sym- 
pathetic to the program. Your attention is also called to the discrepancy of a 
50 percent figure appearing on line 11 of page 10 and a 40 percent figure appearing 
on line 14 of page 13. ‘ 

URBAN RENEWAL 


Section 201 (a) of the committee print would increase the capital graht au- 
thority available for urban renewal at the rate of $350 million for each of the 
next 10 years.” In addition, the amount madé available in any year could be. 
increased up to’ $150 million, upon a determination by the Administrator, with 
the approval of the President, that the additional amount is necessary to e¢arry 
out urban renewal objectives. This additional authorization Would, have to. be 
substracted from the authority made available in a later year, because the 10-year 
total could not exceed $4.75 billion. The bill would eliminate the existing pro- 
vision authorizing the President to ‘make an additional $100: iniiien available 
upon the advice fo the Council of Economic Advisors. 

We still believe that a 6-year program, With annual increments of :grant 


’ authority, as proposed in S. 3399, the administration approved bill, is sufficient 


to assure localities that their long-term efforts in this' field will be, supported 
by the Federal Governent; and to maintain the interest of private investors and 
redevelopers. To go beyond this period, and provide authority now for 10 years | 
in the future, appears’ unnecessary.,. It also appears fairly meaningless. The 
level-at which the urban renewal prograni should operate will undoubtedly have 
to be restudied in the light of changing conditions before the end of the 6-year 
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period. A 10-year program would involve eatlanites that are projected so far 
into the future as to be mere’ guesses. 

S. 3399 provides for increments in capital grant suthotity of $200 million on 
July 1, 1958; $250 million on July 1, in each of the years 1959 and 1960; and $200 
million on July 1, in each of the years 1961, 1962, and 1963. ‘In addition, 8S. 3399 
reduces the Federal Government’s two-thirds Share to 60 percent on J uly c 1959 ; 
55 percent on July 1, 1960 ; and 50 percent on July 1, 1961. 

It would appear, therefore, that during the first 6 yedrs under the committee 
print, $2,100 million in additional Federal funds would be available, requiring 
$1,050 million of local matching grants, or a total of $3,150. million Federal— 
local urban renewal funds. The administration proposal on the other hand, 
would provide $1,300 million in additional Federal funds requiring approximately 
$1,070 million of local grants or a total of $2,370 million in Federal and local 
grants. Since approximately $50 million of ‘presently authorized funds would 
be carried over to the end of this fiscal year, the administration approved bill 
would provide’ for a total program averaging over $400 million in Federal and 
local grants in each of the next 6 years. It is felt that this is a realistic and 
adequate level at which to carry on the program. 

The committee print continues the present two-thirds Federal grant aaienki 
whereas the administration-approved bill provides for a gradual reduction of 
the Federal share from two-thirds of net project cost to one-half of such costs, 
so that the new grant authority may be spread among a larger number of projects 
in a larger number of cities than would bé possible with a continuation of the 
present formula. In addition, it would produce greater participation and re- 
sponsibility on the part of the State and local governments: This appears to be 
necessary if the total job of urban renewal is to be accomplished. 

‘Section 201 (b) of the committee print would authorize the Administrator to. 
make grants for the preparation or completion of community renewal programs, 
Such: programs would identify and measure slum and blighted areas in the com- 
munity, would evaluate the financial, relocation, and other resources needed and 
available to improve such areas, and would schedule urban renewal projects and 
activities to'be undertaken in the community. We believe that this is a very 
desirable provision and should be enacted with certain changes. 

In our judgment, these grants for the preparation of community renewal pro- 
grams should take the place of advances under existing law for feasibility surveys 
and general neighborhood renewal plans. Under this new planning concept the 

locality would: be enabled to survey all its blighted areas in the light of possible | 
. urban renewal activities, and to plan for series of projects in areas too large 
. to be renewed all at,once. Therefore, it would be superfluous and confusing to 
continue the other two, more limited, forms of activity. Instead of submitting 
applications for a number of feasibility surveys and general neighborhood renewal 
plans in different parts,of the community, a local public agency could accomplish 
the same purpose, and more, with: one application for a community renewal pro- 
gram. It might also request assistance from time.to time in revising, updating, 
and further detailing its community renewal program. Substitution of com-. 
. munity renewal programs for feasibility surveys and general neighborhood 
renewal plans would also simplify relationships between URA and the local 
agencies, and contribute in an important way to streamlining the urban renewal 
program. We strongly urge also that ‘the Federal assistance for surveys. and 
planning in individual urban renewal projects be placed on the same basis a's the 
assistance for preparing community renewal programs. This means the substi- 
tution of grants to cover the Federal share of survey and planning costs, instead 
of 100 percent advances as provided under existing law. 

It should be ‘understood that the adoption of a grant system would cost the 
locality no more. Under the present system, the planning costs are added to 
other project costs and ‘are ultimately shared by the locality and the Federal 
Government. he only difference would be in the timing of the local contribution 
for surveys and planning. Undér a grant system, the local share would have to 
be provided while the survey and planning work is underway rather than at a 
much later date. The amount involved, however, is relatively small. In the 
past, planning, advantes made by the Agency have ranged from a median of 
$86,790 for cities of more than 1 million population, to a median of $28,000 in 
cities of less than 10,000. This means that the local share in such median cases 
would ‘have ‘been only $28,900 in the largest cities, and about $9,500 for the 
smallest. . Furthermore, under S. 3399, this’ amount would not have to be 
supplied in cash. The local public agen¢y could 7 apply salaries and other 
expenses already budgeted by the locality. 
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- The use of planning grants,-with the locality contributing its share, would 
reduce the Federal Government’s loss when survey and planning activities do not 
result in the execution of a project. It would also operate to reduce the number 
of such cases. In addition, the program as a whole, and participating localities 
generally, will be benefited by the change because the ‘proposal would help to 
avoid the tying up of large capital grant reservations for ‘projects that are never 
carried out. Under the present system of advances, reservations totaling $88.5 
million have been tied up at one time or another for projects that were terminated 
before the start of execution. Out of this total, $30.7 million were tied up, for 
more than 5 years, and another $30.2 million were tied up for 3'to 5 years. If 
those reservations had never been made, the capital grant authority could have 
been used elsewhere by now. It is our opinion that many of those unused reserva- 
tions would not have been made if the locality concerned had been required to 
pay a‘portion of the survey and planning costs from the beginning, on.a sharing 
basis with the Federal Government.. It should be noted that of the 127 projects 
that had been terminated by the end of April this year, ‘more than 70 percent 
were terminated as a result of local decisions not to continue. If Federal 
advances for project planning were replaced with the proopsed system of grants, 

projects should enter the planning phase only where there is_ sufficient Jocal 
interest and local readiness totarry them out. 

There are additional advantages in a planning grant system. With imme- 
diate local participation in the payment of planning costs, there would be greater 
local concern for speed and economy in the planning process. There would be 
less need for Federal supervision over planning expenditures, and the Urban 
Renewal Administration would be able to simplify more of its procedures and 
thus reduce paperwork. The substitution ‘of a ‘grant for an advance would 
also simplify the planning coritract, through the elimination of loan procedures. 
In addition, the requirement of local contributions from the start of project 
planning should induce the localities to make a more careful selection'of projects, 
in order to make best use of the funds—toth local and Federal—at their disposal. 
Applications that are prepared on this basis should receive faster processing by 
the Agency than is possible for many applications that are received today. 

The’ committee print provides that no contract for a grant for the preparation 
of a community renewal program shall be made unless the governing body of 
the locality involved has approved the undertaking and has approved jthe sub-’ 
mission by the local public agency of an application for such a grant. ,We would 
recommend that the approval be by resolution or ordinance, in order to preserve, 
uniformity with similar provisions in existing law. 

Section 202 of the committee print would authorize the Administrator to 
make relocation payments directly or through States, municipalities, or political 
subdivisions of States, to individuals, families, business concerns, or other organi- 
zations that are displaced by any Federal Government: action, or any State or 
local activity that is financed wholly or partly by Federal loans or grants. This 
provision is, limited to communities that are eligible for. the assistance provided 
under FHA’s section 221 relocation housing mortgage insurance program. How- 
ever, the committee print would éxpand section 221 to‘include not only communi- 
ties with certified workable programs, but also the environs or general market 
areas of such communities. We are opposed to the enactment of this provision. 

Under the existing provisions of section 106 (f) of the Housing Act of 1949, 
as amended, the Federal grant for an urban renewal project may—and usually 
does—include relocation payments for individuals, families, and businesses that 
are displaced by ‘project activities. The projects that, cause the displacement 
are administered in accordance’ with the,provisions of the Housing Act and 
the procedures of this Agency. Normally, a record upon which, payments can 
be justified has ‘been well established in the files of the local turban: renewal 
agency, which furnishes reports to and is closely supervised in this work by 
the Urban Renewal Administration, before, any claims for payments are made. 

The provision in the committee print would require the Adminjstrator to make 
relocation payments for large new categories ‘of displacees—who have been _ 
displaced by programs with which this Agency has little or no contact, and over 
which the Agency has no control. The Administrator would have the respon- 
sibility of deciding who is eligible for-such payments, and who is not, among 
claimants affected by a host of different.Government programs, with a variety 
of responsibilities and procedures. We strongly urge that, if Congress intends 
to provide reloc ation payments for those: who are displaced by ‘other Govern- 
ment programs, the payments should be made by the agencies having the 
responsibility for administering those programs. 
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la the second place, a requirement that the’ Housing ‘and Home Finance 
Agency make relocation payments for displacement caused by programs of other 
agencies would create a large additional drain on the capital grant funds pro- 
vided in title I for the assistance of urban renewal projects, and give an unfair 
‘and distorted cost picture for the title I program. The Agency has estimated . 
that 83,000 families will be displaced by urban renewal alone in the 3-year petiod 
from 1958 through 1960, while an additional 164,000 families will be displaced 
by the highways program and other government activities, both Federal and 
non-Federal. It is our current estimate that next year the Agency will contract 
for a total of $12 million in relocation payments arising from urban renewal 
alone. In later years, as project execution activities grow, the burden of urban 
renewal relocation payments will grow proportionately. If the Congress should 
add.the burden of relocation payments for all other federally assisted programs, 
we estimate that the total cost to be charged against title I funds would come 
to between $25 million and $50 million a year. We do not believe that a charge 
of this magnitiide should be placed against the capital grant authority that has 
been provided by the Congress to assist the, undertaking of purely urban 
renewal activities. ' 

It should be added that the committee print would extend relocation pay- 
ments to all jurisdictions enibraced by the expansion of the section 221 eligi- 
bility concept, to include the general environs of communities with workable 
programs. This would ‘introduce great administrative ‘difficulties. Under the 
provisions of title I, the Administrator normally makes relocation payments 
through local public agencies that are authorized to obtain Federal assistance 
for urban renewal activities. Under the proposed provision, the Administrator 
would have to reimburse relocation payments by local agencies that have.no 
experience with the relocation procedures under urban renewal nor in dealing 
with URA, and by. localities that have no wotkable program, but are eligible 
_ because of their location in the “environs” of a community that does. At best, - 

there could be little hope for a satisfactory ‘administration of this provision- 
without a very substantial increase. in this Agency’s administrative wager and 
staff. 

Moreover, inequities would: result from making a wirkable program a pre-: 
requisite for any relocation payments in a community. For example, highway 
activities create considerable displacement. «Persons displaced by ‘highway 
activities who happen to live in a community which has a workable program 
would receive relocation. payments whereas displaced persons living in a com- 
munity without a workable program would not receiye payments. It would be 
‘a matter of fortune or misfortune for the displaced family whether a community 
had both a workable program for urban renewal and a Federal highway pro- 
gram since urban renewal activities and highway activities are carried on as 
separate functions and one is not dependent upon the other. ‘If it is decided 
that relocation payments should be made to persons displaced ‘by Federal high- 
way activity, then all such deserving displac ees should receive payments.’ Pay- 
ments should not be given only, to part of ‘the displacees and based on an un- 
related circumstance. : 

_ Section 203. would add to section"110 (d) of the Housing’ Act of 1949 a new 
paragraph providing that public improvements and -facilities, that are other- 
wise eligible and commenced subsequent to the certification by the Administrator 
of a general neighborhdod renewal plan or a community renewal program, 
could be credited as grants-in-did to urban renewal, projects in conformity with 
such plans or programs, so long as their commencement does not precede the 
loan and grant contract. for the project by more than 5 years. 

We recommend enactment of this provision with ‘an amendment. As previ- 
ously stated in connection with our discussions of section 201 (b) of the com- 
mittee print, we believe that grants for the preparation and completion of ¢om- 
munity renewal programs should supplant planning advances for general neigh- 
borhood renewal plans. We recommend, therefor e, that referenc e to “a general 
neighborhood renéwal plan” be ‘deleted from this provision. 

We think an amendment‘along the lines of section 204 of the committee print 
is desirable.. This section would amend existing law with reference to the re- 
quirements for an urban renewal plan. It would change existing law so that 
broad elements (in place of detailed requirements as to land acquisitions, demoli- 
tions, and removal of structures, etc.) would need to be incorporated and then 
only to the extent required by the Administrator. We believe such a change 
would help to’expedite projects. ° We suggest, however, that the amendment be 
worded as provided, in section 304 of, 8.°3399 so that the Administrator would 
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hove more discretion in determining the iniformation needed for approval of ae 
jan. 4 

. Section 205 abhi provision for certain technical and conforming amendments. 

It also adds a definition of “Federal recognition. ” We oan the enactment of 

this latter provision. Se 


FEDERAL NATION AL MORTGAGE ASSOCIATION | ; 


Section 401 of the coummtteee print would amend section 305 (b) of the. Na; 
tional Housing Act by eliminating the August 7, 1958, termination date for thé 
, par purchase requirement under the special assistance functions of the Federal 
_ National Mortgage Association. The effect of this amendment would be to make 
permanent the requirement that FNMA, in buying mortgages under ‘its special 
assistance functions, pay not less’ than the, unpaid principal amount at the time 
of purchase with adjustments ‘for interest and any comparable, items. ; 

This Agency is opposed to this amendment and strongly recommends that 
FNMA be given appropriate discretion to determine special assistance purchase , 
prices and also fees and charges, as was provided originally in” the 1954 FNMA , 
Charter Act, and as is now provided in section 202 of 8. 3399. The presént statu- 
tory provisions, in addition to requiring FNMA to purchase mortgages: under its 
special assistance functions at not less than par, limit FNMA’s eharges or fees 
for its special-assistance services to a maximum of 11% percent, and specifies | 


' further than not more than one-half of such fees or charges with respect to any | 

. ‘mortgage may be collected at the time of commitment. 

; Special assistance that is exclusiyely governmental, and which employs’ United ' 

, States Treasury funds only, is provided by the special assistante functions-of ~* 
FNMA, There is nv recourse to the Association’s corporate capitalization. Sub- 

. division (b) of section 301 of the FNMA Charter Act indicates that special- , 

rr assistance aid is to be rendered primarily with respect to selected types of 

fe mortgages originated under special housing programs ; but, also, provision is 

1 made for such aid generall Ly if and,when the need is dictated by conditions in 
the national .economy. FNMA prov ides special assistance in the financing ¢ 

such mortgage “pending the establishment of their marketability.” 

> : ' The language just quited means, we believe, that the conditions under which’ 

’ special-assistance mortgages are purchased should-be such that; there-is somt 

A reasonable possibility of ultimate sale of the mortgages; that is; all factors in 
combination, including purchase prices and interest rates, should be such as to’ 

c furnish reasonable assuraice of ultimate resalability. It is only in this manner 

oe that the investment of Government funds can be held to a.practical minimum. 

y While FNMA’s special-assistance functions -are financed with Treasury-sup- 

> . plied money only, the FNMA Charter Act states that’ the charges or fees of the °*- 

. Association shall be imposed with the objective that the func tions be fully self- 

‘ supporting. The objectives.of continuing operations on a; self-supporting basis | 

h-. and of reselling mortgages in appreciable quantities seem highly uhlikely of 

y- attainment if FNMA is required by law to pay par ‘for mortgages whieh are 4 

a valued, by the market at less than par, and ‘if FNMA continues to be penet to ‘ 

i : the present statutory controls relating to fees and charges. 4 

¥ We cannot but question ‘whether mortgages: bearing different tabnitiat "rates, 

e- varying at the present time between 4% and 5% percent, can'consistently be — 

oF purchased at a single uniform price—whether that price be par or some other 

m, amount—as is’ now. required. by law under the special- assistance functions.’ 

th Clearly they cannot he sold on such a basis. Both price and interest. rates are, ; 

he . inseparable factors in. determining yield, and yield is a ‘prince ipal factor in’ 

market pricing. When purchase prices are being established, some consideration. 

vi- must be given to market pricing factors if. the resulting mortgage ‘portfolio is to « . 

m- have a reasonable degree of salability, that is if the inv estment' of Treasury . 

m- funds is to be held to a practical minimum. : 

sh- The special-assistance functions were designed to supplemeht, and encourage 

ral private investment in special categories of: home mortgages and" not. to supplant 

such’ investment. In. circumstances where the mortgages are valuéd by the _ 

int market at.less than par, the continuation of the par- -purchase requirement and © 

ny the statutory controls on fees and charges make it impracti¢able for private 

le 


investors to compete in the purchase of even the more desirable of the mortgages 
li- ‘eligible for FNMA special assistance. It is quite clear that in the long run more 


en funds would be available for the selected categories of, housing mortgages 


ge eligible for FNMA’s special assistance if private’ capital were actively encouraged 
- to invest in, and become familiar w ith, such mor ee, ' 
a 
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: FARM, HOUSING RESEARCH 





Section 402 of the committee print would amend section 603 (e). of the Housing 
Act of 1957, which authorizes the Housing Administrator to make grants to 
land-grant colleges for a wide range of research in farm housing. Existing law 
limits the total amount of grants to, $300,000 each for fiscal years 1958 and 1959. 
The conimittee print would authorize grants for an additional 5 fiscal years— 
1960 through '1964—not exceeding $100,000, a year. 

This year $75,000 was appropriated for this program and most of it ‘is being 
uséd for a study of the financing of farm housing, as recommended by an advisory - 
committee representing land-grant colléges in the four agricultural research 


regions. 
Substantial and continuing support for research in farm housing doubtless can 


produce, worthwhile results. We understand that the’ land-grant colleges are 
now engaged in many phases of such.research supported cooper atively by the 
States and the Department of Agriculture and conducted on a regionally coordi-. 
nated basis. If it is thought desirable to increase the support for farm housing 
research through grants, as provided in section 603, rather than through increase 
- of funds for cooperative projects, we strongly recommend that the section 603 
authority to make such grants be given to the Secretary of Agriculture, because 
the Department of Agriculture is equipped to see that studies of farm housing 
are properly related to the economy of the individual farm and to the progress of 
the whole agricultural economy. In addition, if this authority were vested in 
the Secretary of Agriculture, consistency with work in progress would be most 
readily assured. 

In view of the need for an immediate report, this is being sent to you prior - 
to clearance by the Bureau of the Budget. As soon asthe Bureau’s views are 
obtained, we will send you a supplemental report. 

Sincerely yout's, 


ALBERT M. Coxe, Administrator. 

Mr. Corx. Title V of S. 3399 has two principal objectives: (1) To 
provide Federal funds, where necessary, for an increasing volume of 
college housing construction, and (2) to attempt to encourage an 
additional volume of private investment: in this construction. 

I believe title V is well designed to accomplish those objectives, and 
I strongly urge its enactment. It would provide a strong and ex- 
panded program of financial aid to assist colleges at a time when 
they are preparing for their largest enrollments ‘in history. 

First, the bill would increase the direct loan authorization for 
college housing by $200 million. With the expected-amount of un- 
used authorization at the end of this fiscal year, about $225 million 
would be available for next, year. 

, Second, the bill would provide a new loan guaranty program to 
sup lement the direct loan program and make private funds available 
on favorable terms. The Housing Administrator would be author- 
ized to guarantee, the repayment “of up to $100 million of private 
loans to educational institutions, which’ issue taxable bonds, for the 
provision of dormitories, other’ dwellings, and essential service facili- 
ties. This guaranty. program, in addition to the direct loan program, 
would permit Federal financial assistance for a much greater volume 
of college housing construction than in prior years. 

I wish to make clear that the new program would be an additional 
and supplemental program which would not réstrict or impair direct 
loan operations.« Eligible colleges would have the option of qualify- 
ing under either program. 

Title V of the bill also contains two important procisions regarding 
interest rates which I want to bring to your attention. The present 
law: provides that no direct loan for college housing ‘may be made 
unless the educational. institution is unable’ to obtain. the necessary 
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funds Sie tie sources on terms and edllatacinss ‘equally as favor- 


able” as the terms and conditions on, the direct loan. The bill would | 


change this limitation to provide that the direct loan can be made only 
if the institution is ok to obtain'the funds from other sources 
on terms and conditions which the Housing Administrator,determines 
to be reasonable and. consistent with the purposes ; of the collége hous- 
ing law. 

The terms of some private ined may not bé equally as ‘favorable as 
a direct. Federal loan‘in all respects, but still may be reasonable and 
consistent with the purposes of the college housing law, For’ ex 
ample, an institution having an excellent credit rating may be able ~ 
to obtain a private loan, ‘without Federal financial’ assistance, at an 
interest rate which’ is only 14 or 14 percent above the Federal rate. 
I do not, believe: it is ‘sound policy to to make a Federal direct loan - 
in such a case.: 

In view of the iner reasing volume of. college housing to be built and 
the need. for much greater private investment, direct Federal loans 
should be retained for those institutions whicli dé not have readily 
available private sources of funds at favorable interest rates. 

This would merely follow the general policy, expressed in many 
laws establishing lending programs, that Federal money should be 


. loaned only where private funds are not available 6n reasonable or 
- favorable terms. 


The bill ‘would also-change the formula. for computing thé interest 
rate‘on direct loans for college housing to. remove the Federal sub- 
sidy involved, At tlie. present time, the Federal Govérnment’s bor- 
rowing ‘rate for loans of comparable maturities is’ higher. than its 
lending rdte to educational institutions... We believe that this. is | 
fundamentally wrong and that the lending rate shduld be adequate 
to cover the cost of the loan plus an allowance for. administrative 
expenses and probable losses. 

Assuming present market conditions, this valtl would rise from 3 
as. to approximately 314 percent under the provisions of the 


‘bill—still well below the current private market rate for even’ tan: 
* exempt obligations of this type. 


Mr. Hazeltine, the Community F acilities Commissioner, will! more 


: fully explain the effect of these provisions. However, I wish to state 


our belief that they will not-appreciably affect the amount of direct 
Federal lending. ‘Any thought tliat the increased rate would kill or 
stifle the direct loan program or substantially increase costs to students 
is without foundation. Actually, the present program operated for 
more than a year with a 3h percent rate ahd more than a year with 
a314 percent rate. 
Mr. Hazeltine- will now present his statemént. on titles V and VI. 
‘Senator SparKMAN. Mr. Hazeltine, we are glad ane have you, sir. 


, You may proceed with your statement. 


STATEMENT OF JOHN C. HAZELTINE, COMMISSIONER, COMMUNITY 


FACILITIES ADMINISTRATION ° 


Mr. Hazevtine. Mr. Ciel teedies and members of the comimittee, we 


Teconimend enactment of a number of changes in- connection with ‘our 


college housing program, as prov med 3 in nS. 3399. The most important’ 
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is an increase of $200 million in the statutory loan authorization, from 
$925 million to $1,125 million, Other changes would make these loans 
more attractive to private investment and would establish a supple- 
meatal guaranty program. 

Before going into the details on ‘these changes, I would like to 
comment. briefly on the continued need for loans for college housing. 
You are all familiar with. the enrollment pressures which have been 
mounting since the war. From 1950, when this program was initiated, 
until 1957, fall college enrollments increased from 2,297,000 to 
3,068,000, an increase of 34 percent. During the next 10 to 15 years, 
these enrollments’ are expected to double, going to over 6 million in 
. 1970, as,they reflect the coming to, college age of the war babies. The 
percentage of their age group enrolling in college is expected to in- 
crease annually during this period. 

To assist colleges and: universities in meeting the very pohetinatial 
problem they are facing in roviding housing accommodations. for 
‘ these studerits, we recommend the increase in the college housing loan 
- authorization of $200 million, as well as the new type of guaranty pro- 

gram for private colleges provided in the bill. 
_ This guaranty program would provide Federal: assistance by an 
additional amount of $100 million for college housing financing. 

We expect that the uncommitted balance of the present loan author- . 
ization will be about $25 million on June 30, 1958, so that the additional 

_ authorization, together with the carryover, will permit net new direct 
loan commitments during fiscal year,1959 of about $225 million, as 
compared with net new commitments to colleges of about $210 million 
during the current fiscal year. 'Together with the new guaranty pro- 
gram this should provide a very satisfactory level of Federal financial 
assistance during the next fiscal year. 

- §. 3399 w ould not increase the current limitation df $100 million for 
student unions; student centers, and related facilities, nor the current’ 
limitation of $25 million for the housing of nurses-and interns. As 
explained in thé President’s' budget message, direct loans to colleges 
and universities should be confined to essential dormitory, student, and 
faculty housing. ‘However, Federal aid for student centers and hous- 
ing for nurses and interns would be ayetiahte under the guaranty pro- 

gram to private institutions. 

‘ The bill contains a nuhber of’ provisions designed to make loans for 
college housingnore attractive'to private investment and thus broaden 
the base of funds available to the colleges for this type of construc- 
tion. Mr: Cole has explained how the bill would amend the law with 
respect to the ayailability of private financing to the énd that ‘the 
Housing Agency would not be required to: make a direct loan to an 
educational institution unless it is determined -that’ private: financing 
is not available on terms and conditions considered. reasonable and 
consistent with the purposes of the program. ‘ 

It has always been’ the policy of: the Agency that. private rather 
than public funds should be used to finance ‘college housing ‘wherever 
possible. We do not believe that a direct loan should be: made, if 
funds are available from private sources on reasonable terms'to carry — 
out the purposes of the law.’ This change should be considered in 


- . conjunction with other rélated changes I will discuss. 





Under ‘the college housing program, the Agency borrows money 
from the Treasury. and lends it to colleges’ and ‘universities to, finance 
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their biting “In doing so, we operate on what might be called a 


Treasury on borrowed funds, while the fixed fee is the one-quarter of 


1 percent added to the cost which determines the interest rate charged . 


to the colleges. This.one-quarter of 1 percent covers the cost of ad- 


| ministration of the program and the establishment of reserves. 
The interest rate changes contained in the bill involve the cost to us _ , 


‘of Treasury money and the rate charged to the colleges and make ‘no 
change in the fixed fee. 
Under the bill college housing funds borrowed from the Treasury 


. would bear interest at a rate fixed by the Secretary of the Treasury, 


taking into consideration the current average market yields on out- 
standing marketable obligations of the United States of maturities 
comparable to those on college mean loans, adjusted to the nearest 
1% of 1 percent. 

This formula would replace that now in, the law. which based the 


’ interest rate on the average borne by all. interest-bearing obligations ‘of 


the United States, irrespective of maturity. 


‘Assuming. that the Secretary.of the Treasury fixes'the rate payable‘ 


by the Housing Administrator on the basis of the estimated market 
yield oti 20-year United ‘States marketable obligations, the’ proposed 
formula would ’currently ‘result in a rate of -3 percent on funds bor- 
rowed from the Treasury, instead of the 234 percent which is effective 
for fiscal year 1958 under'the present law. 

With the one-quarter percent fixed ‘fee added, to the rate paid to' the 


Treasury, the rate paid by the colleges would be increased from 3 to | 
BY percent under April market conditions. : This change would there- 


fore eliminate the subsidy which is inherent in the, existing ‘interest 
formula by requiring the Administrator to pay to the Treasury a rate 


which reflects wliat the Treasury itself would have to pay if it went | 


into the market to borrow funds for a comparable length of time and 


. tochargea rate reflecting this cost. 


The other important change. contained in the bill is the establishment 
of a new guaranty program to aid private, nonprofit colleges and 
hospitals in providing housing and other related facilities. “As Mr. 


‘Cole explained, this program is designed to supplement ‘the’ present 


program of direct loans with respect: to. the financing: of residence 
alls by private colleges as well as to provide a means of finaneing their 
student unions and “related facilities and housing for nurses and 
interns. 


Educational institutions which’ issué taxable bonds ‘ould: have the 


option of borrowing’ either directly from the Federal Government 


under the existing loan program.if funds weré not available on terms 
which are considered reasonable and consistent with the: purposes of 


the act, or. borrowing from private :sources with the bonds being’ 
-guaranteed by the Federal Government. 


Under the terms of the bill; housing bonds issued ‘by eligible educa- 


tional institutions would be backed by. the credit of the United States 


through debt service guaranty contracts by which the Government 
would guarantee the debt service:on such obligations as long as.they 
remain ‘outstanding. The assurances to private lenders that the debt 
service would be met sis scheduled is expected to be nidst helpful to the 


cost-plus-fixed-fee basis. .The ‘cost is the interest’ rate paid to the — 


educational institutions in obtaining funds in the private market on - 
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favorable terms. The Housing Administrator would be authorized to 
enter into contracts through which the Govern nent would undertake to 
guarantee the payment of bonds to the extent that the pledged revenues 
prove inadequate, 

The total amount of bonds which could be outstanding at any one 
time would be $100 millién. A revolving guaranty fund -would be 
established to finance the costs, including administrative expenses, 
involved ‘in carrying out the bond guaranty program. All receipts 
would be deposited in this fund and all expenses of the program would 
_be paid from it. A guaranty fee,,to cover all expenses and to establish 
a reserve for. losses, would be charged to the eligible applicants and 
eotild be included in the amount of the bonds guaranteed. 

The fund would be further backed by an authorization to the ‘Ad- 
ministrator to borrow from the Secrétary of the Treasury ’such sums 
as may be necessary, which when added to the money available in the 
fund would be sufficient to pay the principal and inter est.on all bonds 
so guaranteed.. ‘ The interest, rate on Treasury borrowings would be 
the same as that for the direct lending program. 


I consider that this new guaranty program would be experimental 


in nature. I cannot answer all the questions which may be asked 
‘aboutthe extent and effect of its use by colleges. ‘As we see it, it 
would provide an alternative method of dormitory financing for: the 
private colleges with the Federal guaranty balancing to some: extent 


the advantages now enjoyed by the,tax-supported institutions through | 


the tax-exempt privileges of their bonds. How -much ‘in terms ‘of 
interest rate and other conditions that guaranty: will be worth: we do 
not know at this time and would discover only with experience. 

It would provide a financing vehicle for a continued. program of 
studlént ‘unions and other related facilities, which would’ not have 
additional direct loan authority under the bill. It will also provide 
a method by which hospitals may continue to finance the construc tion 
of housing for nurses and interns. 


1 wish to recommend enactment of section 601 of the bill relating to’ 


another program of our Agency. We are now carrying out:a program 
of advances for the plannirig of public works Peas to'section 702 
of the Housing ‘Act ‘of 1954, which established a revolving fund for 


the program. - This section of the bill would atithorize the‘use-during : 


any fiscal year*of $50,000 of the moneys in that revolving fund for 
the systematic.and continuing collection of information on the current 
status of State,and local public works planning and, requirements for 
‘ such ‘public works. ‘A survey of, the status and volume of advance 


public works planning was undertaken pursuant to.authority granted , 
in the Housing Act of 1954, but that’ survey is now obsolete and no - 


authority exists for additional ones to be made. 
. Under this'section of the bill, it is contemplated that the information 
- authorized 'to be, collected w ould. be compiled through representative 
sampling surveys of the more than 100,000 State and local govern- 
ments.. "This would determine the current. status and volume of plans 
for public -works and ‘the estimated long-range requirements .for 
‘public-works. This'data, not now available, would provide the means 
_ for measuring the volime, type, and location of State and local public 
‘works plans and the extent: to which State and local governments are 
méeting or planning to meet’ the steadily expanding requirements for 
— facilities. : . 
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This would be of assistance in-the program of advances for public 
works anning, aiding in evaluating applications received from ‘the 
many local: governments: for 
provide continuing: data for relating Federal public works programs 
to State and local programs so as to obtain t 
benefits from minimum expenditures. These surveys will be made 


in'conjunction with the Office of the Special Assistant to the President . 


on Public Works Planning and the Bureau of the Census. , its + 

This advance planning program:is, of course; particularly important 
now in developing furthér, plans for maintaining a high level of local 
publi¢ works: construction, in focusing atterition on particular cate- 
gories and ope of — works needs, and on. the necessity of ac- 
celerating. definitive local public works planning so-that, construction 
can be geared to essential projects without undue delay. 

This concludes my prepar od statement, Mr, C hairmay, and F will 
be-glad to try to answer any questions on this legislation. 

. Senator SPARKM AN. Thank you, Mr. Hazeltine. -" 

Senator Fulbright ? 

Senator Fursricnt. Mr. Hazeltine, I noticed you refer veil 2: or 3 
times to reserves for: losses, 
College housing progr am? 

‘Mr. Hazertine.. There have been no losses to date. 

Senator Futsrieur. How saints of a reserve'are you cr eating against 
‘these losses that you anticipate ?: 

*  Mr.. Hazetrine. The reserves will be a part ‘ef ‘the one- quarter of 
I percent which is reserved for administration. At this time there 
has been so little collectéd because of the fact that, the program is new 


that we are running slightly in the red. : But ina very short time, prob- ’ 


‘ably 2 years, we ‘will be in the black and will be building those 
reserves. 

Senator Futsrient. ‘What would ‘be the effect; of the guaranty? 
W hom would this help ? . 

Mr. ‘Hazertine. As'I stated, it is an experimental approach, and 
unless we have it on the books we cannot try it., We would expect: that 
it-would make the offerings of private institutions more attractive to 
private investorsand thereby lower the interest rate.” . 

Seriator Fuusrieu. 


Mr:-Hazevrtxe. That would be the fact; yes,sir., . - 

Senator Futerieur. You would not’ revard that as a iubeidly to the 
lender, would you? ; 

Mr. Hazevrine. No, it is not a subsidy to the lender. 

‘Senator Futgrienr. It.is very differ ent, is it not? ! 

‘Mr. Hazexrine. It is'a réduction ‘in ‘the interest rate which the 


‘-applicant would be getting for-the slight charge which was*made to 


substaritiate the guaranty, 


‘ Senator: F ULBRIGHT. You do not know whether he would: or not, do’. 


you?.. What is the current interest rate on other guaranteed bonds— 
of, say; the Housing Administration ?:. Four and a half percent? Five 
percent ? Q 


Mr. Hazevrine. What guaranteed bonds do we have'in the Hous- 
ine— . 
S 


Janning advances. This would also. 


@ maximum econoniic * 


What have been the losses under the, " 


And ‘it would enable the lender of the moriey | 
‘to lend his money. with: virtually po risk at all, would it not? 
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Senator adie ‘What do the diheatinies pay? The. Veterai ans. 
Any bond guaranteed by the Federal Government ‘except its direct 
obli igations. Whatare the interest rates? 


r. Cote. Let’s check a’'moment. We had better check a. moment. 


ac Funerient.. I did not know there was any mystery about 


. it. ‘Do you not ‘know, Mr. Cash, what the current interest rates are 


on--— 

Mr. Casu. The FHA single- family home progr am is 514 percent 

for ! 
SenatotSrarKaran, He is talking about guaranteed. 





Senator Futerienn. The interest rate on any guar anteed mor teages, 


guiranteed by the Federal Government. 

Mr. Corr. On, the mortgage guaranty program, the GI program, 
that is 434 percent, but that is. different, of course, than a progr 

Senator Futsricut. But it carries the guaranty of the Federal 
Government; does it not ? 

Mr. Coir. ¥ es, but it'is much different than a bond.., Sucha security 
is much differeiit than a bond. 

Senator Fuuerient. If the Federal Government: is solvent and able 
to discharge its liabilities, will it not pay it? . 

Mr. Coxe. Yes, but if I may suggest, that’is not the way the investors 
_look at it. The irivestor looks.at the cost to’ him of servicing. the 
‘mortgage and the‘collection of the—well, let’s illustrate it very simply. 
If I have 4 bond and I clip the coupon, that’ is simple.. If I have a 
-amnortgage, I have to have’ somebody collect the interest, have ‘the in- 


surance ‘up to:date, and havé the title examined. It takes a little bit 


more expense, Senator, to service a’mortgage. 

Senator SparkMAn. May I suggest that the VA cuaranty techni- 
cally is, not fully guarantéed. » Practiéally, it is. The Federal Gov- 
ernment actually guar antees,‘as far as the law is concerned, 60 percent 
of the mortgage. But. in practice it guarantees a hundred percent. 

The nearest to an outright Gover nment bond that. we have ‘in. the 
housing program is in Capehatt housing. 

Mr. Core. Yes; that is true. 

Senator Spark. an. And'that: now carries 4% perecnt.. - 

'. Mr. Cork. Yes; that is:riglit. 


Senator. Forerient. What I am'‘trying to ‘get at is this remarkable. 


- persisténce with’ which. this administration objects every year to the 


college housing formula. ‘You always come up here and tell us about. 
: this' horrible subsidy that we are,paying to the schools—that it is an - 


, evil, wicked thing. “You have done it,every year. 


You.turn around and give the investment bankers, the money Jenders, : 


a guaranty, You, give him a ‘good, soft’ thing, whether it be a bond at 
31 percent when the mar ‘ket, is 214.0r whatever it be, and that does not 
seem to‘offend yourin tlie least. . 
' 'Mr.. Cork. Senator, this administration i in the housing program, in 
‘ the ‘Housing Agency, recommends’ ahd approves subsidies. We rec- 
ommend them, ‘and we approve them when we believe that subsidies 
are socially cér rect and acceptable and necessary. 

Now, true it is that subsidies which we recommend may not cover 
alliof the programs, that the Senator might like to have us approve. 

But let’s say: this: That in the college ‘housing program we do not 
see 'either.the social, political, or économic need for ‘a subsidy. 

Let me say'this in addition to—' 
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' Senator Fursrienr. You mean education does iiot a ois to you? 
Mr. Corz. The proposal which we are making would cost the college 
student about $11 a year, a college year, in addition to what he, now 
pays, and this will not prevent in my opinign, having been a guy who , 
worked his way through’ college, any college student ‘from’ going to 
college, nor will it put any hardship upon the college student. 
If we do not do this, sir, if we do riot do this, we are then causing 


the Federal Government to. expend this money’ instead of private 


lenders. . ; 

We just think that j in-balancing it off it is not a hostile thing, it is 
not an evil thing. It is balancing’ your judgment against Ww rat is 
right, what js acceptable, what, should bé done in the situation. 

We have'not said that it is horrible or that it is evil. , 

Senator Futsrient.. You object to it every year. You never give 
up. - We,have had this out on the floor of the Senate. ‘We have fought - 
it out:, You come up the next year the same way. 

Mr: Core. That isright. . We think 

+ Senator Funpricur. I have never seen a program you ! bret more per: 





- gistent-about. Arid why it offends you so.I cannot imagine: 


‘‘Mr. Coix. It does not offend us. 

Senator’Fuerient. It causes us an awful lot of trouble to halve) to 
0 through this, and it -wastes 4 lot of time ar guing about it'again on the | 
oor. would prédict we.can beat ye again this year. I do not 

: trouble for. 
‘Mr. Corx. Because it isa very Small matter 
Senator Fursricur. It is a small matter, .a part of a percehit... You’ 
emphasize it every year. 
| Mr. Core. It is'a small part:as-far as the payment of the additional 
expenses iy the student. But it is a great matter so far as its impact 
upon the Treasury and the debt. And we think, if I may.say so; that 





the Congress.is refusing to do something which is a simple thing to. 
‘be done, and will not’ cause anybody any: difficulty, or any students, 


any colleges, or anybody else any trouble. 
Senator Furericut. You say $11 is not much. , One hundred dol- 
lars. would be more, it is true. But I do not know why you object to 


. the $11, giving them even the $11. 


Mr. Cots. I object to it only heeause it is not necessary and becaiiss ; 
by giving it to them we cause the Federal Government to expend 
millions of dollars that would not be required to expend otherwise: © 

'. Senator Futsrient. But you do not expend it in = sense of giving © 
it'away. 

Mr. Cote. No. ‘‘ 

Senator ,Futsrienr. You pay: it hace you just said,, and nobody 
denies'there have been no losses. / 

Mr.Corx. That-is right. ° 

Senator Fursrient. It is strictly lending: It is  nothitig like: the 


‘handouts the Federal Government engages in on nearly every hand. ° 


It’ amazes me why you are.so determined over this little program. 


Granted, it is not very big, ‘It, does not amount.to & whole lot. 


Mr. Core. We like the program, Senator. 
Senator’ Furpricnt. It certainly is not costmg anything.~ We haye 


-have been ‘raising your debt limit. every year. You ought not to com- 


plain about this. : Tf.you are not going to do that, T will vote against 
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raising the debt limit. One reason we raised the debt limit is there 
area few good things you do. 

_ Mr, Cotz. We are interested, Senator, in the debt limit. We are 
interested in the tax take from the people. We think it is important 
because of the'extremely high taxes which people are paying to do 
what we can, not to add more burdens upon them unnecessarily. And 
we think this is unnecessary. 

Senator Furpricut. I think is comes down to this: We think—at 
least I think—education is more important than some of these’ other 
programs Which you are subsidizing: ei 
'” Mr. Conz. ‘We like the education program, and we like this college 
housing program. A 

Senator Fursriecur. You ‘have never been as persistent. You ‘do 
not say half as much about some of these other programs as you have 
this one every year: It seems some way or other to irritate you. 

Mr. Coxe. Senator, I do not know whether you have seen this state- 
mone which wé have. ‘We have said a lot about other programs here 
to ay. 

. Senator Fursricut. I have it here in front of me. I hope I do not 
have to read all of it. 

I do not agree witli you, and I shall do whet I can to keep the 
formula as it is. 

I am glad to hear you say, as I believe I did understand you, that; 
the formula in the Community. Facilities Act under existing rates will - 
bring the interest raté down to 31%4 percent. Is that correct? You 
thought it would be'314 percent, Mr. Hazeltine, when. you were here 
before. ; 

Mr. Hazeirine. Your bill. 

Senator Fursrient. What? 

Mr. Hazevitne. Your bill would be about 314 percent now. 

Senator Fursricnt. The one that was passed. 

Mr. Hazeutrne. The one that 

Mr. Corr. The one that passed the Senate. : 

Serfator Fursrient. It was not the formula I advocated, the for- 
mula passed. It would be 314 percent ? 

Mr. Hazerrine. This would be the identical formula as college 
housing, so’ I think both of them should be the same. I mean that at 
least college housing should’come up to that low limit. 

Senator Furspienr. I see no reason why colleges should be the on 
the same basis as the communities. There is nothing particularly 
.closely akin to those two.., I think the formula on college housing 
_ should stay as itis: - T: thought that formula should have been applied 
to the municipalities, but I was defeated. Howev er, I-do not think 
they have as good a case as the schools. 

There is nothing that’ has.as good a case as the schools in this 
country, in my opinion. The createst defect in all public ‘activities 
of this Nation ‘has heen its neglected education. That is one of the 
reasoris we have so much trouble in this country right now. We have 
been neglecting education ‘for a hundred years. 

That i8 all. I'am not going to. be for it. -I will do what Tecan to 
keep the formula as it is: 

I have no objection to, in addition to that, in a permissive way, hav- 
ing a guaranty added onto it. 
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~» Mr. Sesuviane. I would like very. much to see how it would work. 
'. Senator Funsricut. To have the guaranty in # 
Mr. Hazexrine. Yes, to see how it would work. 


Senator Fuuerieur. I have no objection to that if I understand it 
correctly. 4 


Mr. Hazevrine. It is absolutely permissive. 
Senator Sparkman. In your statement you bring cub the point that 


‘jt is an-alternative. 


Mr. Hazeurine. That is correct. "There are many nelvtiols that ao 


not particularly care to borrow directly from the Government. I be- 
lieve this would eliminate that onus to some extent there and might 


spread the availability of college assistance further. 


Senator Fuisricut. If it works as you think it does and it actually 
brings the interest rate down next year, I might have a change. of 
heart as far as I am concerned on this formula. But until that can be 
demonstrated I cannot go along with you on the formula. 


‘Mr. Hazinrive. We have no way to know how it would affect. the. 


interest rate until we have the tools 
Senator Furerienr. I am perfectly willing to put it on. 
Senator Sparkman. Let me say I: followed’ with interest your rec- 
ommendation in the very closing part of your statement for the rela- 





. tively small amount to be used out of the revolving fund for continuing 


study of these problems and projects. . I think it is very, good. 


. By the way, Mr. Cole, while you are here, I want to ask you some- 


thing about farm housing research. 

Mr. Cote. Yes. 

Senator Sparkman. I .am somewhat puzzled as to just where we 
stand on: that.. I appeared before the Appropriations Committee 
tle other day, and I thought I got the impression that perhaps 
there had been an agreement as between Housing, Agriculture, and 


_the Budget—— 


Mr. Coxe. No. If so, there is some misunderstanding about that. 
Senator Sparkman. That it was. to go in the Agriculture Depart- 
ment appropriation. 
Mr. Core. No, I apparently did not make myself clear about it 
before the Appropriations Committee. 
As the Senator probably is aware—or is aw are—strike the word 
“probably” 
Senator Sparkman. I would not be sure of that. 
Mr. Corn. No,.as the Senator is aware, we in the Housing Aaunieg 





‘have tried a number of times to, get activated our research “program 


which the substantive committees have approved but the Appropri- 
ations Committee has refused each.time: 
Now, the Senator: and: others have been thterested in this farm 


housing research program. We.in the Housing Agency, frankly, do 


not think we should undertake farm housing research. We think 


‘the: Department of Agriculture does a good job of-it. They, are set 


up to do. it. There may be some areas of farm housing research 
where we could be-of assistance. But, quite frankly, we feel ‘a little 
frustrated to be given this program of farm housing research. We 
really think it is a job for the Agriculture Department to do, 
However, if ‘the Congress, the committee arid the Congress, dis- 
agree with us and you tell us‘to .go. ahead with it, we' will try to 
spend the money properly and efficiently and effectively. 
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Wedo have within the A gone of course, skilled people, knowledge- 
able people, on the probl ny housing, naturally, within our entire 
Housing Agency, bat we ean are a little frustrated in undertaking farm 
housing research. 

This is what:I told the Appropriations Committee. 

' Senator.SparKMAN. I want to say to you you are not as frustrated 
asIam. I hardly know just where we stand. 

Mr. Cotz. We will be glad to take it up with your further. 

Senator Sparkman. You could have some member of your staff 
take it up with the Appropriations Committee. They apparently, 
from what I was told, understand that there is a Budget agreement 
for it to go to Agriculture. 

If you could take it up with that. committee, I would appreciate it. 

Mr. Cote. Mr. McFarland, who is our Assistant Administrator for 
Plans and Programs, will take it up. 

Senator Sparkman. In -the committee print that I referred to a 
while ago, I proposed to continue’the research program. It expires 
this year, as you know, right when it is just getting started. .And, 
by the way, I want to commend yott for the manner in which you 
went ‘about, holding the. conference, the advisory group, and getting 
the Fg ram setup. I think it,was modest but very sound.. 

eager Thank you. Mr. McFarland andhis colleagues are more 
= for that than I am. But, »nevertheless, we did do the best 
we could under the circumstances. 

Senator Sparkman., Anything else? | 

Seriator Fursricut. While we’ are commending him, I will say 
your people have done a Very good job in college housing. 

Senator Sparkman. I certainly think so. 

Senator Futsrieut. I think you have done a good job. : ‘I. have 
had many letters about it, and it has been going well. 

For that matter, public housing'down in Little Rock and other 
places has done well too. I have no complaint about that. e 

Mr. Cox. We just. disagree occasiona ly on the matter of policy, 
Senator, do we not? 

Senator Futsricnr. Right here on this one. 

Senator StarKman. A minor detail; 

Senator Funsrient. You just do: not appreciate education as you 
ought to. You ought not to be too dfraid.of people being educated. 
Some of them still ‘would vote Republican anyway. 

Senator Sparkman. Thank you very. much, gentlemen. 

Before we go, Mr. Joseph Graves, Executive Secretary of the Volun- 
tary Home Mortgage Credit Program is here. Mr. Graves, we are 
glad to paaveee your prereet: Do you have anything you want 
to, say? 


STATEMENT OF JOSEPH GRAVES, EXECUTIVE SECRETARY, 
VOLUNTARY HOME MORTGAGE CREDIT. PROGRAM 


Mr. Graves. No, sir. I do not have a prepared statement. But I 
would be happy to answer any questions. 

Senator. Sp. ARKMAN, I wonder if I might ask you just-a question or 
two. 
Mr. Graves. Yés, sir. 
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died down during the last year or so, but is it taking on new life now? 
Mr. Graves.’ Yes indeed, sir. | 
Senator SparkMAN. Money i is becoming easier? 
Mr. Graves..As the chairman knows, the: VHMCP deals with mort- 
gogo problems in credit-short areas. We have helped over 31,000 
ilies in credit-short ‘areas over the hump to home ownership. a 
think it is significant that VHMCP has been of service primarily to 


' families of modest means who. buy low-priced homes. 


In fact, 63 percent of the loans made through the program have 
been made’ to families earning $3,000 to $6, 000 a°year. ~ 

The program has made notable strides in obtaining financing for 
minorities. In fact, over 6,000 members of minority groups have se- 
cured close to $53 million in FHA and VA funds. 

It is true that we have not placed many .VA loans in the past 6 or7 
months because of the unattractive interest rate tied to a VA mortgage. 
At the present time we are placing close to 63 percent of the applica- 


- tions we receive. 


Senator Sparkman. Just for the record, the program that you mike 
reference to, correctly named the Voluntary Home Mortgage Credit 
Program, is one put on by mortgage companies, insurance companies, 
and home mortgage finance companies generally ?: Is that not corréct # 

Mr. Graves. Yes, sir.. The program is sponsored by private enter- 

rise. 
F Senator SPAREMAN. By private: enterprise. And it is wholly volun- 


.tary? 
Mr. Graves. Yes, sir. And our solé.function is to out applicants in: 


. need-of mortgage financing in touch with lenders who have funds 
' available for FHA and GI loans. 


Senator Sparkman. I haye been greatly pleased with the work that : 


you have done before this last year. I suppose the last year has been 
the’hardest. I think you did‘a fine job m. reaching out into these 


‘ territories where mortgage funds were scarce. And I am bs glad to 


hear you say that. it is becoming quite active again. 

Mr. Graves. Well, I think, Mr. Chairman, that the program is more 
than a statistical success. We have dorie a lot to encourage lenders to 
go into new areas arid, as a result of being: introduced to these areas, 
the lenders carry on morgage activities in them thereafter. 

' This is an intangible benefit of the program, a significant corollary. 

Seriator SPARKMAN. Have you handled any section 809 mortgages? 

Mr: Graves. No, sir, we have not. We do have funds set aside-for 


- section 809 mortgages, but tlie builders and promoters lave not taken 
’ advantage of our funds. 


Senator Sparkman. But if they got in a tight place it would be 
available? 


Mr. Graves. Yes, sir. We do have funds earmarked ‘for section 809 


_ mortgages, especially i in Redstone, sir. 


Senator: Sparkman. I am délighted to hear that, because there have 
been times when they needed them and ‘it may come again. 

Mr. Graves. Yes, sir. 

Mr. Chairman, I would like to say that the life insurance companies, 
the commercial banks, the mutual savings banks, and the other private 
lenders engaged in the program have reaffirmed their faith in the 
principles of the VHMCP. 


Senator Sparkman. Of course, I know that the program very largely : 
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Now, it is true that the orivete lenders are interested in receiving | 
‘thé highest yield possible. Now, how much money they will = ee into 
VHMCP depends upon market conditions and a multitude of things. 
‘But based on past experience I feel that VHMCP will have a sufficient 
‘amount, of funds to meet. the need. 

‘Bemetor Sparkman. When the report is received from the Veter- 

Administration it will be:inserted in the record at this point. 
“(The ore was subsequently received :) 
‘VETERANS’ ADMINISTRATION, 
t 4 ‘Washington, D. ¢C., May 23, 1958. 
‘ Hon. Joan J: SPARKMAN, 
Chairman, Subcoinmittee on Housing, ‘Committee on Banking and Cur- 
‘rency, United States Senate, Washington; D. C. 

Dear Senator SPARKMAN: We are pleased to furnish the enclosed progress re~ 
port on recent activities in the loan guaranty ‘and direct loan programs through 
April 1958. This is in accordance with Mr. Carteér’s request ‘of April 22, 1958, 
and our interim ‘advice that the information would be furnished during the last 
half of May so that it could include the mdst recent reporting period. 

I hope that this material will prove helpful, to the subcommittee. 


’ Sincerely yours, ‘ o 
; 1% af SuMNER G. Wuirtier, Administrator. 


Recent VA Home LOAN ACTIVITIES 


Loan’ guaranty program . 

_ For: about a year and a half prior td 1958, there was a steady ‘decline.in GI-. 

. loan activity. . The low point, in appraisal activity occurred in December 1957 
when requests were received ‘to appraise a, total of only 5,037 , dwelling: units, 
3,501 of which were proposed ‘houses to be constructed and the remaining 1,536 
were existing structures. . 

During the first 3 months of 1958; appraisal activity, although showing a slight 
upturn, remained at a relatively low level. In April, however, a resurgence of 
interest in loan guaranty activities was apparent.: During April, the Veterans’ 
Administration was asked to appraise: 24,800 proposed units. This was nearly 
three times the volume in March and the highest monthly total since October 
1956. Also, during April requests were received to appraise 6,726 ‘existing 
‘dwellings. This was more than double the corresponding figure in March and 
the highest monthly total since August 1957. 

This upturn in loan-guaranty activity is due in large measure to the authoriza- 
tions contained in the emergency housing legislation, Public Law 85-364, enacted 
by the: Congress on March 19 and approved by the President on April 1,-1958, 
coupled with a marked shift in the availability of mortgage funds. These factors 
have renewed the investor appeal of GI loans... 

Thére is a timelag between the submission of appraisal requests and the receipt 

- of applications for the guarantee of loans, to individual veterans. This is par- 
ticularly true with respect to appraisal requests on proposed construction. Thus, 
loan applications received for the purchase of new homes continued to decline 
in April, numbering only 4,266 as compared with 5,280 in March. However, loan 
applications on existing homes increased from 1,293 in March to 1,678 in April. 
It is anticipated that loan applications: will show greatly increased activity in 
succeeding months. 

New dwelling units started under VA’ inspec tion showed a moderate increase 
in April, numbering 4, 785 as compared with 3,092 in March. 


Direct-loan program ~" 


During the first 9 months of fiscal year. 1958, no Treasury advances were au- 
thorized for the direct-loan program. As a result, funds available for making 
loans were practically ,exhausted in all direct-loan areas and at the end of 
March 1958 there were 13,084 veterans on active waiting lists. 

The $50 million of afditional Treasyry advances for making direct loans ~ 
during the fourth quarter of fistal year 1958,.as authorized. by Public Law 85- 
364, have been allotted to our field stations: Top priority in the use of these 
funds is being given to the veterans who were on waiting lists at the end of 
eee many of whom had .been waiting for months for funds to become 
available. 
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Commencing with the first quarter of fiscal year 1959, regional offices will 
reserve 75 percent of the direct-loan funds available for making loans to veterans 
under our builder commitment procedure if an effort’ to encourage new con- 
struction activity in the housing credit shortage areas designated as eligible 
for direct loans.° The" remaining 25 percent of funds available will be used 
o make’ loans ‘to, veterans on an individual basis. The maximum reservation 
ae a builder in a particular locality will be $135,000 or enough funds for 10 
units at_the new maximum $13,500 loan amount. This restriction is imposed 
in order to achieve as much coverage as possible within fund authorizations. 

Reports from our regional offices, indicate that the publicity given to the ex- 
tension of the direct loan program and the provision for making additional funds 
available from the Treasury, hhas resulted in a greatly increased flood of new 
applicants. As a result, there were more than 16,000 veterans on new wuiting 
lists at the end of April: It will probably be some time before regional offices 
will have enough funds av ailable to’ catch up with the démand for direct loans. 


Personnel problems 


On June 30, 1957, there were 3,046 employees on duty in our field sien to 
harfdle activities of the loan guaranty and direct loan programs. Due to the 
decline in activity during the first 9 months of fiscal year 1958, a’ material per- , 


. sonnel reduction took place ‘and on March 31, 1958, we had only 1,956 employees 
yon duty. At the end of April there were 2,022 persons on duty. 


Every reasonable effort: is being made to hire and train an adequate staff to 
handle the greatly increased loan guaranty and direct loan activity which is 
anticipated in succeeding months. Some of our regional office managers have 
indicated that they do not contemplate any staffing problems. However, other 
offices anticipate considerable difficulty in obtaining qualified persons. _Un- 
doubtedly, there will be times when the staff at a given office will not be sufficient 
to prevent some processing backlogs. However, everything that can be done 
will be done to make these occasions as. rare as possible, ‘and every effort will be 


/ made to givé veterans and other program participants the adequate service to 


which they are éntitled. 
Ezpedients to speed appraisal processing : 

We have received inquiries concerning the possibility of the Veterans’ Admin- 
istration accepting determinations of value.made by the Federal Housing Admin- 
istration. It is our understanding that the. committee desires us to include in 
this progress report our reaction to thatt proposal. 

Because of.a basic difference in the VA and FHA concepts of value we cannot 
accept the FHA valuation as being the same as the determination of reasonable 
value which we are required to make under: the law. Value as used, by FHA 
refers to a,price which a purchaser is warranted in paying for a property for 
long-term use or investment rather than a price for which the property may be 
sold. Our definition of reasonable value is, “The amount a reputable and 
qualified appraiser, unaffected by personal, interest, bias, or prejudice would 
recommend to a prospective purchaser as a proper price or cost in the light of 
prevailing conditions.” Our determination of reasonable value establishes the 
maximum cost of the property to a veteran purchaser. 

We are presently considering the feasibility of adopting certain processing 
expedients which will make some use of the FHA valuations. When an exist- 
ing property has been appraised for the FHA by an appraiser who is also on the 
VA list of approved designated appraisers we may- decide to'accept the appraiser ’s 
certification that his estimate of the reasonable value of the roperty is identical 
with the estimated available market price of the property which he had previ- 


ously determined’ in connection with his appraisal of the property for FHA. 


We are also considering utilizing certain cost. information, developed by FHA 
in its valuation of a proposed project. We plan to utilize this information with 
certain adjustments in processing: our committee appraisal of the same project. 

When our plans along these lines ‘are completed we will issue appropriate 
directives to our field offices to adopt these procedures. 

Senator Sparkman. Thank you very much, Mr. Graves. We cer- 
tainly appreciate your giving us this encouraging statement. 

The committee will stand in recess until 10 o’clock tomorrow morn- 
ing, and then we will hear from Defense Department officials among 
others. 

(Whereupon, at 4: 40 p. m., the subcommittee was recessed, to ‘be 
reconvened at 10 a. m., Tuesday, May 13, 1958.) 
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TUESDAY, MAY 13, 1958 


Unrrep States SENATE, 
ComMMITTEE ON- BANKING AND CURRENCY, 
SUBCOMMITTEE ON, Hovusine, 

Washington, D.C. 
The subcommittee met, pursuant to recess, at 10: 05a. m., in room 
' 301, Senate Office Building, Senator John Sparkman, chairman of 
the subcommittee, presiding. — : . 
Present: Senators Siesta Clark, Capehart, Bush, and Beall. 
Senator Sparkman. Let the subcommittee come to order, please: 
We continue with our hearings that we started yesterday on housing 

legislation that has been proposed, or may bé proposed; this year.. 
Our first witness this morning’ is Mr. William McChesney Martin. 
We are glad to see you and your associates here. We have a copy of 

your statement and you may proceed in your own way. 


STATEMENT OF WILLIAM McCHESNEY MARTIN, JR., CHAIRMAN, 
ACCOMPANIED BY WINFIELD W: RIEFLER, ASSISTANT TO THE 
‘CHAIRMAN; AND RALPH. A. YOUNG, DIRECTOR, DIVISION OF 
RESEARCH AND STATISTICS, FEDERAL RESERVE BOARD 


Mr. Martin. Mr. Chairman, the bills you have asked me to testify 
- about today cover quite a bit of territory. They all deal with activities 
. of the Federal Government relating to real estate, mortgage finance, 
or urban renewal programs. . All of these activities, in their general 
aspects, are of interest to the Federal Reserve, since they make up part 
of the institutional framework of our economic system within which 
monetary policy must be formulated and carried out. ; . 

For the most part, however, thie bills you have before you are either 
technical in the sense that they would. make changes in authority or 
procedures that are thought desirable to facilitate carrying out policies 
already.laid- down, or make only incidental changes in. established 
policies. I shall not cornment‘on, the bills that appear to be strictly 
technical, for I am not in a position to, judge the desirability or suit- 
ability of the proposed amiendments. 

. Several of the bills appear to make somewhat more than incidental 
‘changes in existing policy. One of these is S. 3064, which would make 

' mortgages on 2-, 3- and 4-unit residences eligible for insurance under 
section:-221 of the National Housing Act. Another is S. 3398, which 
would -permit the Federal National Mortgage. Association to regard 
preferred stock dividends paid to the Treasury as deductible expenses 
mi computing the amount to be paid in lieu of corporate income tax 
under the secondary market operation. Three of the bills would extend 
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the purposes for which educational institutions might borrow from 
the Federal Government: S. 3281.would make construction of science 
buildings eligible; S. 3351, construction of science buildings-and li- 
braries; and 8. 3713, construction of any buildings necessary or appro- 
priate for instruction or. administration. Perhaps S. 3484 is.also in 
this group; it permits, and may.require, the Secretary of Defense to 
acquire’ _— housing situated ‘adjacent to-military installations, 
. 3399 is the most voluminous of the bills before you. Like the.bills: . 
I have just mentioned, it would make a good many technical changes 
in existing law and'some relatively minor changes in policy. It would, 
also make a few changes in policy that might be considered to be major. 
Among these last’are the provisions in sections 305 and 509. As I 
understand it, the effect of these provisions would be to set up new * 
‘Federal programs of guaranteeing loans—in the first case to guarantee 
‘certain loans for urban-renewal projects by: having the Government 
stand ready to make refunding loans, and in the second case to guar- 
antee payment of principal and interest on bonds issued by private 
educational institutions. ate ae 2 ' 
Consitleration of all:these measures raises the question whether the 
_ laws rélating to the Federal Government’s activities in real estate, 
mortgage finance, housing, and urban renewal need to be so written 
as to require amendment so frequently as they have in recent.years; 
or in as great’ detail as appears in S. 3399. .It is possible that more 
' general legislation, flexibly administered, might be more effective, riot’ 
only in implementing éstablished'policy, but also in providing a frame- 
work within ‘which the desirability: of changes in policy could be 


judged. o Ys , 
." Of all the.bills under discussion today, S. 2791 appears to go furthest 
in writing new-public policy, Under this bill, a Home Loan Guaranty 
Corporation would be established with authority to guarantee; within 


certain limits, first mortgages on homes designed for ‘single-family’. | 


occupancy. - skies ; 
We believe that the public interest might be better served if the 
Federal Government worked toward a single program of insurance 
of home: mortgages—not several programs.:' To avoid the, kind of. 
peas eee that are inherent in the duplication of administering 
odies operating-in the same:field, we think that all programs for in- 
surance of home mortgages should be lodged with the Fre eral Housing 
Administration rather than with a:potentially competitive agency. 
. The fact that, under the proposed prograin,, only the top 20 percent 
of a mortgage is insured rather than the full mortgage,:as in the 
case of the present FHA programs, would not necessarily mean an - 
speeecilyy smallér risk exposure to the insurer. Short of disaster 
of the sort that we went through in the 1930’s, the bulk of defaulted 
loans.is likely to show losses of less ‘than 20 percent. In.other words, 
except in an: extreme: situation, there should be little difference in 
risk between ‘the two programs, hence little difference between the 
premiums required to make them’ self-sustaining. -Of course, if the 
standards for the acceptance of risks were markedly: lower under the 
. proposed program, the premiums required ‘for successful operation 
would be correspondingly higher. : 
Another aspect, of this comparison should be noted. The coinsur- 
vance ‘element of the proposed program ‘would increasingly limit 
the Government’s liability as the severity of trouble increased. Sound 
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ublic policy requires the reverse. Of course, a day-to-day reminder to | 
dare, by way of some sort of coinsurance feature, that unsound 
lending is costly is likely: to have a good effect on lending prattices, and 
us minimize the chances of serious trouble. At the same time, how- 
ever, if sérious trouble should come despite the use of sound lending 
practices, complete .insurance would be much more helpful than par- 
tial insurance in keeping the trouble within manageable limits. 
‘The bill as drafted, raises other questions,: also. Contrary to the 
Federal policy of some years” standing, the Home Loan Guarant 
Corporation would be authorized to borrow by issuing-obligations wit 
exemptions from Federal, State and local taxes. The Board believes 
that as a matter of public policy tax exemption favoring particular 


_ types of obligations is undésirable,’ It appears also that the guaranty 


issued by the Corporation would be available only to mortgagees that’ 


_ had been examined and audited by the Corporation; it should be 

_ realized that many financial institutions prominent in mortgage financ- 

ing, including both. banks and insurance companies, are already 
su 


ie examination by other supervisory authorities, and might 


well be reluctant to submit to such‘additional examinations. -While 


‘ there is much to be said for reemphasizing the principle of coinsur- 


ance in Federal mortgage programs, the Board feels that, in view of 
these shortcomings, enactment of S. 2791 would be undesirable. 

. A very general statement, Mr. Chairman.. The Board spent quite 
alittle time on this. We do not actively work in this field except in 


‘ the broad sense, so I thought I would just, make these general com- 


ments. . er ; : (ie Fw 
‘Senator. Sparkman. It.is a general statement, but it is a very 


| thoughtful statement and we appreciate your givirig us some very — 


thoughtful suggestions in it. , 
I will pass on to my colleagues for questioning-now, and I will take 


_ myturniast. — . 


Senator Bush ? yy . 

Senator Bus. Mr. Chairman, I am sorry to’say I have not had a 
chance to read S. 2791. : 

Senator Sparkman. That is the one that was introduced by request. . 


‘I introduced it. It proposes a coinsurance plan for the top 20 percent 


primarily of conventional loans made by savings and loan associa- 


. tions, Their maximum now, I believe, runs:to about 70 percent—60 to. 


70 percent—and this would provide a coinsurance plan for thé top 20. - 
Sess It was introduced for. the very purpose that has been 

emonstrated here, in other words, to invite discussion. I think cer- 
tainly there is rio feeling that it is a perfectly designed bill. However, 
I think there are some possibilities in it. -That is pretty well borne 


‘ out by an announcement that’was made back about the first of the year,’ 


or sometime last fall, by Mr. Cole, if I-recall correctly, indicating 
that the Government itself might propose a somewhat similar plan. 

-I believe the reports indicated that the. housing agency’ probably 
would look with favor upon some such plan, but apparently it did not 
clear the budget and therefore they did not submit such a plan. 

Iam not sure’of the accuracy of that last statement, but I believe 
it is correct. . hie PNA 

I belieye you have made some very good suggestions respecting it. 
It is a matter-that. we-want to look into most carefully, and that’ was 
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_ part-of the purpose of introducing the bill—as a starter for discus- 
sion—to see if something could be done to stimulate greater mortga 
activity with the usually conventional loans for the big part of the 
mortgage, and then peeveece an insurance plan for the top 20 percent. 
' Senator Busn. This would be 4 Government insurance organization 
similar to FDIC, or something of that sort? Is it as complicated a 
plan as that ? . cabs 

Senator Sparkman. It would be using private money under the 
' general supervision of the Home Loan Bank Board. ~ 

Senator Busu. Yes. Pia 

Senator Sparkman. But.it would utilize private funds. 4S 

Senator Busn. The premiums would be paid from private sources? 

Senator SPaRKMAN. Ves. sie ) Ley PsEe 

Senator .Busu. But the organization would be a Government 
organization conducting an insurance program ?. a 

enator SparkiraAn. I would not say that the’ one contemplated 
under S. 2791 would .be a Government organization. The one that 
was suggested by Mr. Cole of :the housing organization would have 
been a Government organization. : r. 

Senator Busu. As I say, I should have read this bill, but I have just 
not had a chance to, so I will not pursue the matter further at this 
time. . it x Ps. Maat 

Senator Sparkman. I think you will find a breakdown of the bill in 
your folder. 23 Tid 

Senator Busu..I yield for the present time, Mr: Chairman. 

Senator Sparkman. Senator Clark? tie 

Senator Ciark. Mr. Martin, I’ would like to get a general ex- 
pression of opinion ‘from ‘you, as specifically as you feel you can 
make it, with respect to the-inflationary effects, if any, of passage 
_ of the series of bills which you and your Board have reviewed. 

Preliminarily; you. may remember when you were here this time 
last year we did not have. any recession and you were still operating 
under a tight money policy. The fear at that time was’ inflation. 
There was strong pressure for a balanced budget. We had a little. 
discussion as to the possibility of'‘making credit more readily available 
in the general field of housing and-construction, and the method of 
filling. the social need, and you were skeptical as to whether under 
existing legislation that could be done without increasing inflation- 
ary tendencies: } Ow) . 

The situation has now turned around substantially. We are op- 
erating under an easy money. policy: 'We are ail concerned about 
the recession, and yet I know a numberof my colleagues, and T too, 
for that matter, are still concerned about thé increases in the cost 
of living, and the possibility that we have not really stopped. inflation. 

I wonder whether your present views would lead you to view with 
any concern the passage of this series of bills, one of which, for 
example, would put urban renewal on a long-term basis and would 
create substantial amounts of Federal grants, which, if built in, would’, 
increase Federal credit for all types of college facilities. 

There aré a number of other bills intended to ease the’ stringenc 
of construction of various sorts. I am rather hoping you will tell +, 
us you are not concerned about the inflationary effects of these meas- 
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ures. I find some comfort in the fact that you do not mention it in 
your formal statement. Seon esl 
I wonder if you would care to make any comment on this rather 
long preliminary statement on my: part? te * 
Mr. Martin. I would make the general comment that you have 
already indicated, that the winds have shifted from a year ago, and 
unquestionably ‘at the present time we are dealing with some elements 


’ of deflation, rather than inflation. That does not mean that inflation -- 


has been buried for all time. I think singling out any area of the 
economy and pumping funds into it indiscriminately, sows seeds of 
inflation atalaterstage.  °.. Bg Aa Sao ty 

Senator Ciarx. Do you mind dropping “indiscriminately” because 
I think none of us.want to do it indiscriminately. . . $i Ph 

Mr. Martin. Allright. Iwilldrop it. . : 

Senator CLark. We have already done it in the emergency housing 
bill, and as I recall it, you lodged no- particular protest against 
that. - at aya 
_ Mr. Martin. We were not in favor of the emergency housing bill 
as a matter of principle. I think you can rightly say it has speeded 
up activity in the housing area, but-—— __- y 

Senator CiarKk. Do. you not think that is desirable? : <a 

Mr. Martin. Well, i think it is—in the overall picture it is desirable 
to do what we can on a sound basis, but I question very much 
whether the-—I will not deny that the emergency housing legislation 
has resulted in speeding up activity, but.I have some question about 
the principle involved there. It involves the same principle as setting 
interest rates. I think we do better by flexibility than we do by 
attempting to operate with a pushbutton. 

Senator CriarK. Let us stick to your judgment. as to whether in 
the overall impact on the economy, the recently passed emergency 
housing legislation and the contemplated. legislation which the com- 
mittee’ now has under consideration are desirable or not desirable at 
the present time. (ce oa 

r. Martin. I have made comments on the framework of the 

general bills, you see, and I would say that I would concede that - 


‘the emergency: legislation, whether the Board was for it or not, 


has speeded up activity. Whether it has been done on a sound 
basis or not we will know some time in the future: 
Senator CrarK..All right, but you'do not view it with any par- 
ticular present alarm ? 

Mr. Martin. I' do not view it with any particular alarm. 

Senator Crark. Do you view any of these bills with particular 
alarm from an inflationary angle? thay 

Mr. Manin. In the latter part of my statement I mentioned the 
general aspects of S. 2791, and I might say that I think the thinkin 
of the Board is one of enthusiasm for the urban redevelopment snd 
renewal program. : 

Senator Ciark. You are for that? 

Mr. Martin. Iam forthat. . iS 
Senator Crark. You are.not concerned about any inflationary im- 
pact ¢ mf 

Mr. Marttn. I think it depends on the way it is handled. I would 


like, if you permit, to have Mr. Riefler, who is something of an - 


expert jn this area, make some comments en the niatter. 
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Senator Cuark. I do not want to take the time of the committee 
* unless—— 


Riefler. 


Mr. Marri. Mr. Riefler is assistant to the Chairman and he has” 


- had a great deal of experience.in this housing area, and I. would 
like to have him comment on thisaspect of it. - 

Mr. Rierier. I think the urban-renewal and urban-redevelopment 
program is fundamentally in the right direction and has great social 
promise, and if carefully carried out it ought to mean a great deal 
to ‘the country. I do not know much about it specifically when 


you come to details of bills, but-I think it deserves sympathetic sup- ; 


port and consideration right through.: 
Senator Crark. Then could I ask you about one other. phase, Mr. 

’ Riefler? Do you have any concern about the expansion through a 

loan .program of -college facilities; as contemplated in the bills you 


reviewed, in particular.S. 3713? 


Mr. Martin. I do not think either Mr. Riefler or I know the de-, 


tails of that well enough to answer. 

Senator Cuark. I think for the purposes of comment, it is fair 
enough to say it would make loans of $250 million additional avail- 
able for colleges to build laboratories and schoolrooms and other 
facilities. needed to take up the enormous increase in the college 
student population which we are faced with. 

Mr. Martrn. There is no question as to-the desirability of ‘the 
objective, Senator. 

Salute CuiarKk. I am sure you agree with that, but I would like 
to get-you’on the line, and if you do not want to go on.the line, please 
do not, as to whether you would view with alarm that kind of pro- 
gram because of any possible inflationary effect? . After all, itis just 
oaning money at a lower rate or reduced rate to get things done 
which are needed. 

Mr. Martin. I-would not at the moment view it with alarm—not 
at the present. 

Senator Ciark.: Thank you. 

Thank you, Mr. Chairman. 

Senator Sparkman. Senator Beall? . 

Senator Brau. No questions. 

Senator Sparkman. Senator Capehart, are you ready for questions? 

Senator Carenart. Not now. 

Senator Sparkman. Senator Bush, do’ you want to:ask some ques- 
tions now ? 

Senator Busu. Not at the present time. 

Senator SparkMAN. I have very few. 


Let me say, Mr. Martin, that I was interested in your.statement 


regarding the frequency with which housing legislation is: amended. 
Of course, you are right in that. Every year’we come up with a bill. 
-Part of it is due to the fact that some of these programs are temporary 
in nature and we are called upon to extend them from time to time. 
But the only really long-range program is the urban-renewal program. 
The others are fora relatively short time, 

I want to say there is something in your suggestion, though, I think, 
that if we could enact general legislation which would be administered 


Senator Sparkman. I think that is all right. Identify Mr. 
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flexibly to meet the situations that may develop, I think it would be 
better for all of us, and would certainly save us a lot of work. 

Mr. Martin. Right. 

Senator Sparkman. I wonder if you could give us just a very brief 
statement on the present economic outlook? I know you are called 
on for that just about every day. This is general housing legislation 
and while, of course, we have the recession in mind, that is not the 
primary factor in the consideration of this legislation. The Emer- 
gency Housing Act was, as-you know, primarily an antirecession meas- 
ure.. I am glad to hear your comment that it has speeded up activity - 
in housing. I think all of the statistics we have seen, and all of the 
statements we have had, indicate that to be true: But I wonder if ‘you 
would tell us very briefly what you thinik of the present economic 

situation. 

Mr. Martin. Well, I think it is very difficult to— : 

Senator Sparkman. ‘Is it improving, or is it getting worse, or are 
we on the bottom, or can you tell us just where we aré? oy 

Mr. Martin. No, sir. I do not think there are any conelusive indi- 
_ ¢eators at the moment of general activity. I think in the spring, with 
the seasonal movements, we have to be very cautious about ascribing 

too much optimism to movements that are developing: I would say 
_ that the rate of decline in the economy has been slightly lower than 

it has been for some time, and there are some hopeful indications as a 
result of that that we are having a leveling: out process, buf I do not 
think any ‘of the indications to date are conclusive: I think we have 
to be very careful about being either overoptimistic or overpessimistic. . 
We have had a proloriged winter period. I do not want to exaggerate 
that aspect of it, but.there has been bad weather in a great many areas, 
.and floods in some areas, and cotton lands under water in. Missouri, 
and that ‘type of thing, which is very difficult to evaluate. 

I would not want to forecast at this juncture ‘at all, other than to 
say that there is this process. of leveling out going on at the moment, 

‘and if we can consolidate our.gains the factors that may come out of 
that may lead to a substantial spring rise. How far that.might go 
isanother story. That is about the best I can do on the general economy 
at the moment. 

Senator -SparkMANn. I remember not too long ago you appeared 
before the Small Business Committee and I. asked you the question as 
to whether we were in a period of inflation, or deflation, and if-my 
recollection is correct, you said you would say that the melination is 
toward deflation. Do youstill hold to that?’ 

_Mr. Martry, I think that there are more recessionary tendencies 
or deflationary tendencies, or whatever words you want to use, than 
there arethe reverse. Yes. } 

Senator Sparkman. Do you have any information on the movement 
of mortgage interest, rates as compared with other money rates? 

Mr. Martin. Yes; we have some. We-have a chart we would like 
to put in the record here. Mr. Young just constructed this. .We think 

there is no question that the availability of mortgage money is. increas- 
ing and that the rate is moving downward. These things take time. 
They just do not happen overnight. 

(The chart referred to will be found on p: 188.) 
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Senator SparKMAN. ‘When you say that the mortgage interest rates 
are moving down, are they moving down at the same ras as all in- 
terest rates, or faster, or what ? 

Mr. Marri. General interest rates are pretty difficult to measure. 
We have made four adjustments'in the discount rate since we reversed’ 
our policy and three changes in reserve requirements. Short-term 
interest rates have declined from the 314-percent level to 114 percent | 
and lower level. Longer term interest rates, after declining rather 
sharply initially, more or less stabilized, and there was a very amazing 
response, really, to the modest adjustment i in the longer interest rate, 
and an. enormous volume of financing has taken place in the first 
4 months. of the year.. I think State and municipal securities sold 
for new capital in the first 3 months were something like $2.3 billion, 
and for the 4 months through April it is the largest State and muni- 
cipal financing:in‘our history. 

Corporate financing has been just ‘slightly below the record level 
of a year ago. This résponse has been dramatic, and the money sup- 
ply has gradually begun: to’ reverse itself and turn up, even though 
we have a very marked decline in production. er 

The production index of the Federal Reserve Board is down about’ 
13 percent from the period of last August, when it was more or less 
steady, and slightly lower than the December 1956 high. |: | 

We feel that is quite an impressive response: to monetary policy 
in terms of basic financing. 

Now, mortgage rates have perhaps not moved much and ‘certainly 
" have not moved as fast as the short-term interest rates, but I believe , 
you are coming to the period where the same decline that has occurred 
in the long-term rate is beginning to move over into the mortgage , 
rate, and I would think that there is no question of-the trend that 

I indicated. 
-’ « Would you like to comment any further on that, either Mr. Riefler 
ae Mr. Young? 

Mr. Youne. No; except that mortgage rates. always react with a 
cettain lag, as this chart shows.. When the bond market rises for 
the high-grade securities, it wil] be a few months, until that com-. 
mences to move over into the mortgage market. Then, when central 
market rates start to go down, it “will take 4 few months before a 
‘ similar movement begins in the mortgage. market; but it’, always 
moves, 

Senator Sparkman.. Senator Capehart is going to have some ques: 
tions, so I will defer my questions until he asks them. 

Senator CArenart. Mr. Martin, what’is inflation ? 

Mr. Martin.’ What is inflation ? 

Senator Caprnart. Yes; you hear a lot about-it. We write about 
. it; we talk about it. What is it? 

Mr. Marmn. I think that inflation’ is. any excess—whether it is 
in the wage area, in terms of productivity, or in the credit area, in 
terms of foreseeable repayment, or whether it is in the price area, in 
terms of sustainable price movement.’ I think to try to make a simple 
definition of inflation is a great mistake. Really what we are deal- 
ing with here are fundamental excesses, whether jit is’ wage inflation, 
credit inflation; or price inflation. All of these definitions have 
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come into being in the last 3 or 4 years, as though they were new 
. discoveries, when what you are really dealing with is an unsustain- 
able growth, ‘an unsustainable demand, and other. unsustainable fac- 
tors in the economy that will be adjusted unless they are leveled off. 

Senator Carenart. Do we have inflation at the moment ? 

Mr. Martin. Wedonot—— «_.. 

Senator Carenart. We do not have inflation ? 

Mr. Martin. We do not have inflation in that sense, because, as 
1 said, the pressures have been reversed, with the exception of one 
fundamental, which’ is the overriding problem today. You have a 
wage-cost-price inflationary spiral that persists at the moment—even 
though wages are still increasing and some prices are still increasin 
at a time when demand is falling. In that sense we have not solv 
that problem. But the other factors in the economy in terms of 
credit have completely. slowed down. The pressures are almost all 
in this area of wage-cost-price. 

Senator Carenart. Do we not ordinarily think of inflation in re- 
lationship to the prices of things we buy ? 

Mr. Martin. I think we do, but at the tail end—the difficulty when 
inflation gets far ahead of you is that the unraveling process is the 
most difficult at the end. 

Senator Carrenart. In relation to the things wé buy, meaning all 
of us, at the moment do we have inflation, or do we not? 

Mr. Martin. Westill have inflation—— _ 

Senator Carrnart. In relation to the things we buy? 

Mr. Martin. That is right. 

Senator Careuart. In other words, prices at the moment are higher 
than they have ever been ? 

Mr. Maxenr. They are. 

Senator Carenarr. My next question is this: I was always tauglit to 
believe that big production would reduce prices. We were told ‘by 
everyone in this committee when we had price coritrol that big: pro- 
duction would reduce prices, particularily when we were talking about 
OPA and those things: . Now today we have.the greatest production in. 
the history of the Nation of almost every conceivable thing. Why do 
we have such high prices under-those conditions? | 

Mr. Martty, I think the answer to that is that the people do not like 
to take’ losses and tliey hold on as.long'as they can. But we lave not 
gotten away from the supply and demand factors yet, and in the long 
run you are bound to have some adjustments.:*I think some adjust- 
ments are taking place. -_ . ae 

Senator CargHart. How do you account for the fact that we have 
some 5 million unemployed, and yet prices are going up? 

Mr. Martin. I account for it. in the fact that this wage-cost-price 
surge got ahead of us over the last cquple of years, and it is still ahead 
of us. And, as I indicated, it does not make any sense for wages to 
continue to rise when unemployment is .increasing, or for prices to 

continue to rise when the demand for products is declining. 
~ Senator Carrnarr. IT asked you the question as to what inflation . 
was. What is deflation ? | } 

Mr.-Martrn. -Deflation is the reverse: 

Senator Carenarrt. Of inflation. 
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Mr. Martin. Of inflation. And the most difficult.problem we have 
in the Federal Reserve is trying to get people to see, the relationship 
between inflation and deflation. : ie a 
Senator CareHart. But in respect to prices of the things that we 
buy; we have no deflation today; do we? ~ Po 
Rr. Martin. That is right, bat I.do not say: none at all. There is 
no question that prices are coming down in many areas. Take our 
cost index; the price index. Services and farm prices primarily have 
accounted for the rise recently. There are also some quality: changes 
that are not reflected in the price mechanism and in. the present price 
index. I do not' mean to criticize the Consumers Price Index’ we 
presently have, but, my commonsense makes me question whether it is 
completely representative of what is happeling at the moment. . I 
think over a period of time it may be indicative, but I have some ques- 
tion about it at the moment. ; 
Senator Carenakt. Is this a fact, and is it historically correct, that 
we have low. interest rates when we have deflated business and lots of 
men. unémployed, and we have higher interest rates when everybody 
is working and we have a great demand for goods and services that 
requires. a tremendous amount of money for financing? 
r. Martin. Well, not necessarily as a generalization, but I think 
that anyone who thinks easy: money, in itself, will produce good busi- 
_ ness has only to look at the period of the thirties. 
Senator Carrnart. Has there ever been a time when we were pros- 
perous, with all of our people working, when we did not have all of 
our money likewise working, which meant it was not particularly easy 
tosecure ¢ | ; 
Mr. Martin. Rising interest rates have generally been associated 
with good business, but when the price mechanism is reflected in the 
interest cost on a basis of acting as a general governor on the economy, 
it has been oe 
Senator Carrenart. Is it not a fact that, the more people that become 
unemployed the less demand there will be for money, because of the 
fact that they are unemployed, which means we are ‘not building’ 
things.and creating things, or rendering services? So will we not get, 
pane interest rate gradually because. there is no demand. for the 
money ? . | 
Mr. Martin. You will have a lower interest rate. Unless people 
see-an opportunity to make a profit, they are not going to borrow. | 
Senator Carruart. Is it not likewise true, if all of the people are 
working it means the economic machine is going ‘ahead at fi ll steam, 
and-then we have higher interest rates and a greater demand for. 
money to build all of the things and. projects that the men are working 
on : 
' Mr. Martin. That is right. | ' | 

_ Senator Carenart. Then, if we advocate lower interest rates, tinless 
we mean to have it controlled by the Government, meaning price 
controls and controlling money, just as we might control any com- 
modity or any material thing, then we are asking for poor business 
and unemployment ? “ei, 

_ Mr. Martin. I do not think it is quite as simple as that, but I'think 
it frequently works in that way. The supply and demand factors in 
the economy are such that we should lean against this wind, as I have 
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‘described it, whichever way it is blowing. I am not in favor of high 
interest rates. 
Senator Caprnart. You are not in favor of what? 
Mr. Martin. I am not in favor of high interest rates. 


Senator Capenart. Iam not in favor of high interest rates, or high © 


prices,either.  . is 
"Mr. Martin. That is right. ) 
‘Senator Carenarr, But I am in favor of full employment, meaning 
I am in favor of everybody working. ° “ 
Mr. Martin. Thatisright. - . 


Senator Careuart. My point is, how are we going to have them . 
working, without requiring a lot of money to finance it? And, if’ 


there is a great demand for money, is not naturally the cost of the 
money going to go up, just as does every other conceivable thing? _ 
| Mr. Martin. That is right, and, in ‘this yp aoeg., * of inflation 
and deflation over.the last few years, the problem has 
the inflation in the economy because we knew. if we did not resist, 
ultimately there would be greater unemployment. So that the real 
battle against deflation has been the battle against inflation. That 
is why I think it is so important to keep the relationship in mind. © 
Senator Carenart. But, getting back to what I said a minute ago, 


what are we going to do about this great theory that we had, and. 


_the belief that big production would reduce prices;. whereas we have 
learned in the last few years-that it is just the opposite, and the 


bigger the production the higher the prices? 


. Martin. I think that the economy is working itself out at the 
present time. ‘I do not know how long it will take.~ I would hope 


beso these adjustments could be made without having a more serious’ 


ecline in business than we have had. But adjustments are being 
- made acrosstheboard. There is no question of it. 

Senator Carenart. You mean adjustments in prices? 
Mr. Martin. In prices, and in productive schedules, and the growth 
of the economy is quite a—it goes on persistently underneath all of 


this.. 


‘One of the things we ‘are dealing with today is that some of ‘the 


deficiencies, the wartime deficiencies, have: probably been, to some 
degree, satisfied.. I do not say they have all been satisfied. So that, 
in terms of. the cycle which I emphasize—and I do not believe that 
socialistic countries can gét away from the cycle any more than, we 
can—the cycle is such that we may ‘be having to find new products 
and new ideas as parts of the element of progress. 

Senator Carenart. Iam in favor of that., I am a great believer 
in research and a great believer in new products. That is why. I have 
been advotating for mary, manyyears now that the .Government 
spend considerable money in finding new uses -for farm products in 
industry. That, in my opinion, will'do more to stimulate the economy 
than any one thing we can do. ; 

Mr. Martin.-I had a talk last night with ‘an older man,. who re- 
members the start of the motor industry pretty well, and I-believe you 
are much more familidr with it than I am. ‘He made an observation 
that people today were saying, “What. is. it that will make our 
economy’ go forward?” They say there is no hope at all. He said 
he sat around, with a group of people, at just about the time when 
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the automobile + was iene in, and the economists sitting around this 
circle said there is no hope for growth in the American economy at 
all. He said within. 3 years’ time you had a model T Ford, or what- 
ever it was, coming out. 

Senator Carrenarr. If we had the courage to rearrange | our tax 
structure as if ought to be, in my opinion, we could stimulate business . 
to the point w here there would be 4 shortage of labor in the United 
States rather than a surplus of'labor. If we had the courage to do: 
it here in Congress. I think the one big thing at the moment that is + 
holding back business is our tax-laws. 

. Mr.* Martin. We certainly: can have some revision, and ‘reforin. 
There i is no doubt of it. 

_ Senator Carenart. That is ail. co 

Senator ‘SrparKMAN. Senator Bush, any questions? 

Senator Bus. On tliat very theme you are talking about, it has: 
seeined to me for some time that we might very well establish a com-’ 
mission similar to the Aldrich Commission of about 50 years ago, a 
congressionally established commission similar, also, to the Randall 
Commission, which would be set up with, let us, say, 4 Members of 

_the House and 4 Members of the Senate, and 5 or-7 Presidential ap- 
pointees from the public at large. The purpose of this Commission 
would be to make a. thorough study and review of our whole tax struc- 
ture, particularly to find out ‘whether it -is adequate to sustain the 
increasing burden of Government expenses which we face in the years; 
ahead.. I mean studies like the Rockefeller Bros. Fund report, for . 
instance, and the Gaither report. Although that has not been pub- 
lished, it seems to be pretty well agreed that it calls for very, very 
heavily increased Government expelises over the period of years not 
too far ahead. 

In view of these things, and in view of the fact that a very heavy 
defense program shows no sign of dwindling, but rather, increasing, 
and in view of-the fact that we are very heavily dependent on income 
taxés which fluctuate pretty rapidly in periods such as we are in now, 
it would seem as though it might be desirable to make a thorough’ re- 

. View of the situation. I was “wondering whether you would care to 
comment on that. I do not-ask you to if you have no desire to, but, 

. this is something, I think, that I,- personally, believe we should be 
thinking about and should ‘do. 

. Mr. Martin. Well, I can certainly comment, to the extent that the 
Federal Reserve Board is in favor of making serious studies of, that 
and .the. other’ related problems that we are facing in the economy. : 
We are all for that. 

Senator Busn. Would you think that: the establishment of a com- 
mission of the nature I have suggested w ould be a proper approach to 
this problem? © 

Mr. Martin. I thing it might be a very useful approach. 

Senator Bus. I have no other questions. 

Senator SparKMAN. Just this one point, Mr. Martin: We are actu- 
ally building up rather large savings at the present time, are we not 4 
- Mr. Martin. Savings are dev eloping very nicely at the moment. 

Senator Sparkman. And that means we are building up a demand 
for goods in the future, does it not ? 

Mr. Martin. That is: right: The savings flow -which was inade- 
quate a year ago is being filled now. 








194 HOUSING ACT OF 1958 


Senator Sparkman. Are there any further questions? 
__ Mr. Martin, for the benefit of the record, I would like to have you 
identify Mr. Young, since you referred to him. 
__.Mr. Martin. Mr. Ralph Young. He is Director of Research for 
the Federal Reserve Board. 


Senator Sparkman. Thank you very much, gentlemen. We appre- 


‘ ciate your appearing and giving us this very helpful information. 
Are Mr. Elliot L. Richardson and Mr. Ralph C. M. Flynt here yet? 
Senator Capehart has to leave for a short time and he wants to be 

‘here, if it can be arranged, when the testimony is heard on milita 

housing. So if the gentlemen from the military do not mind we will 
ask them to wait. . Cone 

Is Mr. Robertson of the Home Loan Bank Board here? 

Mr. Robertson, will you and your associates come around? We will 
change the order of appearance in order to permit Senator Capehart 
to return later in the morning to hear. the statement of the military, 

Gentlemen, we are glad to see the entire Board here. 


STATEMENT OF ALBERT J. ROBERTSON, CHAIRMAN; ACCOM- 
PANIED BY WILLIAM J. HALLAHAN, MEMBER, AND IRA A. 
DIXON, MEMBER, FEDERAL HOME LOAN BANK BOARD 


Mr. Ropertson. Weare'gladtobehere. 

Senator Sparkman. If I may take advantage of the opportunity 
I would like to congratulate Mr. Dixon for’ his reappointment, and 
‘to express the hope that he may be confirmed. 

Mr. Drxon. Yes, sir. ‘Thank you. 

Mr. Rosertson. We hope so too. 

Senator Sparkman. All right, Mr. Robertson. You and your asso- 
ciates just proceed as you see fit. We are glad to have you with us. 

Mr. Rosertson. Thank you, sir. 

The hearings which the Subcommittee on Housing holds each year 
on pending measures relating to housing and home finance are always 

leasant and profitable to the members of the Federal Home Loan 

ank Board, and we are happy to have the opportunity of appearing 
before you again. 

With respect to the measures dealing with urban renewal, the 
college housing program, and payments to the Treasury by the Federal 
National Mortgage Association, the Board has no particular com- 
ments to make, as those measures deal with matters which either have 
no relation, or only an indirect and remote relation, to the responsi- 
bilities of the Board. This leaves S. 2791, S. 2872, and S. 3399 for 
discussion by us. 

The first of these bills is S. 2791, which if enacted would create a 
Home Loan Guarantee Corporation to provide partial guaranty of 
mortgages on homes designed for single-family occupancy, as set 
forth in the bill. 

We favor the general objectives of the bill in that it is designed 
to help make housing available to a greater number of potential pur- 
chasers and reduce the use of second mortgages. We feel, however, 
that there are fundamentally objectionable features of the bill which 
offset the beneficial portions and leave open for further consideration 
the desirability of additional study of this and alternative methods 
of accomplishing the intended purposes. 
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During the postwar period there has been a considerable amount 
of statutory liberalization of terms in the nonconventional sector of 
the home-financing field. These liberalizations.in loan-to-value ratios 
and in downpayments and maturities. have served to make necessary 
a reconsideration of the normal limitations on conventional lending, , 
in order to determine whether some relaxation in such limits can safely 
be made with a view to obtaining ‘wider home ownership. and 
eliminating secondary financing. \ ! 

In the last few weeks this problem has been ‘crystallized by action 
- of the legislature of one of the leading States in progressive advance- 
. ment in methods of home financing, in énacting legislation. authoriz- 
ing savings and loan associations and savings banks of that State to 
make home loans up to 90 percent of appraised value with certain 
safeguards, including the establishment of internal reserves. 

In the light of this recent development, it is the opinion of the Board 
that serious consideration must now be given.to the whole matter of 
. the making of higher percentage loans by savings and ldan associations. 

This problem involves the question whether, the needed safety can 
be assured through such steps as the requirement of internal reserves 
for this purpose, plus ante increase in the insurance premium of 
the Federal Savings and Loan Insurance Corporation as to insured 
institutions making such higher percentage loans (a step which would 
‘require further legislation), or whether, in lieu of or in addition. to 

such steps, some form or risk distribution in the nature of ‘a partial 
guaranty is needed and is feasible. ' eg aes 

Since this crystallization of the problem has occurred very’ recently, 
. ‘the Board is not yet:in a position to make definitive conclusions as 
to the action which should be taken: In this connéction, S. 2791 
would have these points in its favor: ; He 

‘tI. It would spread the risk among the individual institutions. 

2. It should bring a widening market for housing im’ the private- 
enterprise field. ' 

3. It should relieve to-a great extent the pressures for secondary 
financing which in some areas have been of concern, . 

The objectionable features of S. 2791 may be summarized as follows: 

1.. The Board does not believe that initial capital in the amount set 
forth in. the bill is needed or desirable, _Further, the Board feels 
that consideration should be given to the question whether, any 
furnishing of capital by the Federal home loan banks should not be 
for a limited. period only, at the end of which the entire capital would 
consist of capital supplied by institutions using the guaranty facilities. 

2. The Board would not favor making the dividends cumulative, 
and it feels that the setting of any dividend rate in advance would 
be unrealistic and undeisrable. 

3. The failure to include in the provisions. of section 9 for Federal 
tax exemption of obligations of the Home Loan Guarantee Corpora- 
tion an excess provision that nothing in the section shall affect the 
applicability of the Public Debt Act of 1941, as amended, is in the 
Board’s opinion objectionable. Also, the Board feels that it is un- 
desirable to permit the subjection of such obligations to State and 
local surtaxes as provided in the section. 

4, That portion of section 12 providing authority for loans to the 
Corporation by the Federal home loan banks and the Federal Savings’ 
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and Loan Insurance Corporation is, in the Board’s opinion, unde- 
sirable, and the Board is strongly opposed to this provision. 

5. The alternative provision in section 13 permitting loans on prop- 
erty not occupied by the owner but “in good faith intended for such 
occupancy” is not acceptable to the Board. The Board believes that 
this provision might be construed to clap loans to operative builders 
and that as a matter of policy such loans should not be included. 

6. The Board also objects to the failure of section 13 to include 
selling price, if lower than appraised value, as an alternative basis for 
determining the maximum amount of the loan. 

7. The Board is not in favor of the settlement provisions of the 
bill. In particular, it has grave doubt as to the provision of section 
13 that the Corporation may pay to the mortgagee the amount invested 
in the mortgage and take transfer of the mortgage. One of the diffi- 
culties arising from this method would be the burden of cash require- 
ments in making such payments and in conducting what could be 
in effect become a large property management operation. 

8. Because of the risks involved, the Board would not favor limita- 
tion of the maximum premium to 10 percent of the amount by which 
the mortgage is guaranteed until sufficient experience by operations 
of the Corporation demonstrated that the limitation was realistic. 

9. Finally, the Board considers the bill defective in that it does not 
provide express authority for the regulation or prohibition. of second- 
ary financing. 

The Board regards these objections as serious and substantial, noting . 
¢ ee time that there are also a number of technical defects in 
the bill. 

Advice has been received from the Bureau of the Budget that enact- 
ment of the proposed legislation embodied in S. 2791 would not be 
in accord with the program of the President. 

Continuing in numerical order, we come next. to S. 2872. That bill 
would do three things. - First, where a savings and loan association 
has. obtained insurance of its accounts by the Federal Savings and 
Loan Insurance Corporation and is a mutual institution, the bill would 
prohibit. the approval of any securities for issuance, or any change 
of organization, the effect of which would be to change that mutual 
institution so that any security holder or owner would be entitled to 
more than pro rata earnings, pro rata voting control, or pro rata 
claim against the assets, and would prohibit the institution itself 
from making any such change and remaining an insured institution. 

We are in favor of the general principle involved in this first 
feature of the bill. However, we believe that it should be made clear 
that where such an insured mutual institution does make such a change, 
the insurance of accounts does not immediately terminate (as might 
be inferred from the language of the bill), but that in such a case the 
provisions of section 407 of the National Housing Act designed to 
protect existing account holders and the Insurance Corporation. for a 
2-year period are applicable as in other cases of termination of the 
status of an institution as an insured institution. We have set forth 
in attachment A hereto a suggested amendment, designated as amend- 
ment No. 1, which would accomplish this purpose. 

Second, S. 2872 would repeal the second paragraph of the lan- 
guage which was added to subsection (i) of section 5 of the Home 
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Owners’: Loan Act of 1933 by the act of July 3, 1948 (Public Law 
895, 80th Cong.). 

In this.connection we note that the 1948 act added to Subsection (i) 
two paragraphs, each providing a different method by which a Federal 
savings and loan association may convert into a State-chartered 
institution. er 

The first paragraph of the language thus added in 1948 provided 
a means by which a Federal savings and loan association may convert 
itself into a savings and loan type of institution organized pursuant 
to the laws of the State, district, or, territory in which the principal 
office of such association is located, provided it’ meets a number of 
specified conditions, including a condition that the conversion be deter- 
mined on. a vote at a special meeting of members as provided in the 
paragraph and a further condition— 
that, in the event of dissolution after conversion, the members or shareholders 
of the association will share on a mutual basis in the assets of the association 
in exact proportion to their relative share or account credits. 

S. 2872 would not affect this paragraph. 

The second paragraph added by the 1948 amendment provides that, 
in addition to “the foregoing provision for conversion upon a vote of 
the members only,” any association chartered as a Federal savings 
and loan association may convert itself into a State institution upon 
an equitable basis, subject to approval, by regulations or otherwise, 
by the Board and the Federal Savings and Loan Insurance Corpora- 
tion. 

It will be noted that this second paragraph does.not contain the 
requirement of the first paragraph that, in the event of dissolution 
after conversion, the members or shareholders ‘will share on a mutual 
basis in the assets of the association in exact proportion to their rela- 
tive share or account credits. It would appear probable that this is 
the reason why S. 2872 proposes the repeal of said second paragraph, 
and we see no objection to its repeal. 

Finally, S. 2872 would amend section 403 of. the National Housing 
Act so as to provide that the Federal Savings and Loan Insurance 
Corporation shall reject the application of any applicant if it finds 
that the applicant is not a mutual thrift and home financing institution 
of the type provided for in section 5 (a) of the Home Owners’ Loan 
Act of 1933, as amended. 

We recommend that this provision not be enacted into law. We 
feel that it is one thing to provide in general effect that a mutual 
institution insured by the Federal Savings and Loan Insurance. Cor- 
poration shall not convert to nonmutual operation and retain its 
insurance, but quite another thing to require that an institution which. 
at the time it files its application for insurance, is already legally 
operating on what is commonly called a permanent-stock or guaranty- 
stock basis shall be absolutely debarred from obtaining insurance from 
the Federal Savings and Loan Insurance Corporation. 

In our opinion there is nothing inherently wrong in a properly con- 
ducted permanent-stock or guaranty-stock savings and loan associa- 
tion. The problem involved comes when a mutual institution 
undertakes to change over from mutual to nonmutual operation, and 
it arises out of the difficulty, first, of determining what is proper pro- 
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tection to the mutual shareholders, and, second, of assuring that they 
receive that protection. 

Because of this difficulty, it may well be concluded, as in the ap- 
proach taken by S. 2872, that a mutual institution which has the in- 
surance protection afforded by the Federal Savings and Loan Insur- 
ance Corporation should not be permitted to change to nonmutual 
operation and at the same time retain the benefit of the insurance 
protection afforded by that Federal instrumentality. But where an 
applicant for that insurance protection is already operating on a 
permanent-stock or guaranty-stock basis, so that no problem of con- 
verting from mutual to nonmutual operation is present, we see no- 
sound reason to impose a flat legal bar to the insurance of its accounts 
solely on the ground that it is not a mutual institution. 

A suggested form of amendment to S. 2872 to delete this provision 
from the bill is set forth in amendmént No. 2 in attachment A hereto. 

Our final comments are directed to S. 3399." That bill is a general 
housing bill which, if enacted, would become the Housing Act of 
1958. Since S. 3399 does not deal immediately and directly with the 
operations or the responsibilities of the Federal Home Loan Bank 
Board and the Federal Savings and Loan Insurance Corporation, we 
shall not comment on its provisions in detail, but will merely state that 
the Board would have no objection to the proposed legislation em- 
bodied in that bill. 

This, Mr. Chairman concludes dur prepared statement, but we shall 
be glad to discuss further any matter on which you may desire to 
question us. 

Advice has been received from the Bureau of the Budget that there 
is no objection to the submission of this testimony. 

Senator SparKmMAN. Thank you, Mr. Robertson. Senator Bush. 

Senator Busy. Going back to S. 2791, the Home Loan Guarantee 
Corporation, what is the real purpose of that as you see it ? 

Mr. Ropertson. As we stated in our formal testimony there is a 
growing tendency toward higher loan-to-value ratios in all types of 
mortgage lending. 

Senator Busn. Yes. 

- Mr. Rosertson. In the statutory field that tendency has already 
been manifest and it has increased pressure for higher loan-to-value 
ratios in conventional lending. The problem then is how to set up 
adequate safeguards against the increased loan-to-value. 

Senator Busu. How does this supplement the FHA program? 

Mr. RopErtson. The FHA program is limited entirely, as I under- 
stand it to FHA loans. 

Senator Busu.. This is available to conventional loans ? 

Mr. Ropertson. Yes, sir. 

Senator Busu. And that is the main purpose of it—to provide an 
insurance program for conventional loans. Is that right? 

Mr. Roserrson. It is directed entirely in that direction. 

Senator Busu. So that it is to take up that field that this is set up? 

Mr. Roxserrson. Yes, sir. 

Senator Busw. Do you think it is necessary? It is in effect a sup- 
plementary program to the FHA program, is it not, or is it? 

Mr. Rosertson. It is a—I was just looking for another word—yes, it 
isa supplementary program. 

Senator SparKMAN. Collateral. 
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Senator Busu. Yes. In addition to it, but it gets into a field which 
FHA does not get into, that is, the conventional loan. 

Mr. Ropertson. Yes, sir. 

Senator Bus. Do you feel there is a demand for this from the in- 
dustry? I suppose we will hear from them in due course, but I would 
like your opinion on that. 

Mr. Rosertson. I think the whole demand has been for higher ratio, 
Jonger term loans. 

Senator Bus. Where does the demand for this program come 
from? I will put itthat way. What in your opinion is the source for 
the demand for this program ? ! 

Mr. Ronertson. I should like to ask one of my associates to answer 
that question. 

Mr. Hauxianan. I think, Senator, as the chairman pointed out, it 
basically comes from the industry. 

Senator Busu. The industry being the home-building industry ? 

Mr. Hatianan. No. 

Senator Busu. The leaders? 

Mr. Hawanan. ‘The lenders. The savings and loan industry, in 
particular. I think probably this matter as the statement pointed 
out, has been crystallized in the last 3 weeks when the State of New 
York enacted legislation which.would permit savings banks in ‘that 
State and savings and loan associations chartered in the State of New 
York to make conventional loans up to 90 ‘percent. of appraised value. 

Senator Busu. To what extent have they been inhibited up to now? 

Mr. Hatxanan. Previously that’ limit was 80 percent, which is in 
general the maximum limit for savings and loan associations. As the 
statement also pointed out, inthe FHA and VA programs, particularly 
in the postwar period, we have seen increases in the statutory loan-to- 
value ratios. So the question comes down to whether it is prudent for 
a conventional lender to make a higher loan-to-value ratio loan and, if 
so, which is the best way to approach it; whether to permit those loanis 
to be self-insured, as the bulk of their loans currently are, or whether 
another vehicle, which might give such loan the. insurance protection 
of spreading the risk would be a proper vehicle. 

Senator SpaRKMAN. May I suggest that as a matter of fact in the 
field of FHA insurance there has been a tendency over the: years to 
increase the loan-to-value ratio. 

Mr. Hatnanan. Yes, sir. Or to state it in reverse, to lower. the 
downpayments, which is the same thing. 

Senator SparkMAN. Yes. It isthesame thing. 

Senator Bus. I would like to ask one more question. Do you think, 
in.a general way, assuming that the revisions in this bill can be made, 
it is a desirable thing to create this Home Loan Guarantee Corporation 
at this time? 

Mr. Rosertson. I feel that the problem should be faced in either 
1of2 ways. Either that the lending associations which wish to avail 
themselves of this 90 percent loan-to-value privilege should become 
self-insurers, setting aside a special reserve for that purpose, or some 
other method; or, in the absence of that, have a program for spread- 
ing the risk over the entire industry. 

I think we must face the demand and the philosophy of higher loan- 
to-value loans and then figure out the best way to protect the situation, 
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because there should be something to offset the increased risks which 
comes from the higher percentage loans. 

Senator Busu. you think if we did not pass such a bill as this, 
and such a Government corporation was not set up, that these lenders 
would find some way of arranging for self-insurance? 

Mr. Rogerson. I should think: that the Board itself, regulating 
the Federal savings and loan associations will have to face such situa- 
tions as we have in New York, for instance, and undertake to make 
some cic, whereby they too can make such loans. 

Senator Bus. May I interrupt you there. As far as New: York 
is concerned there is.no change in arrangements. Only the limita- 
tion has been raised legally. Is that right? 

Mr. Rosertson. That is right. 

Senator Buss. The State, law says you can lend up to 90 percent 
instead of 80 percent. ‘Has that resulted in any insurance, or co- 
insurance, or self-insurance organizations springing up in New York 
State, or any community effort toward a mutual insurance company 
coming in ? | 

Mr. Rosertson. Their law provides that for such loans a special 
reserve of a half of 1 percent shall be set aside to protect them. 

Senator Busx. On their own books? On the lender’s own books? 

Mr: Rosertson. That is right. 

Senator Busu. So that is for the protection of the thrift accounts 
specifically ? | 

Mr. Hatxianan. That is correct. 

Mr. Rozertson. For the association. 

Senator Busu. Yes, for the association.’ It is not really very clear 
to me, Mr. Chairman, whether this is a desirable thing or not. I do 
not get from the witness really a very definite expression of opinion 
about that. 

Mr. Rosertson. I should like to ask you to ask the question again 
and see if I cannot clear it up. 

Senator Busn. The chief. question in my mind, and I think it will 
be in every Senator’s mind on this committee pretty soon, is whether 
it is desirable at this time to start another Government corporation, 
the Home Loan Guarantee Corporation, set up to do what this pur- 
ports to do in S. 2791. Is it necessary in the public interest at this 
time? Is it necessary or desirable to create this type of corporation 
to do this kind of guaranty job. 

Mr. Rosertson. As I said in my statement, sir, the advantage would 
be that it would spread the risk over the individual institutions. 

Senator Busu. That is true but the question is not quite that. The 
question is whether it is in an overall way desirable in the whole public 
interest that such a corporation be formed. That is my question. 
Your statement does not quite answer that. 

Mr. Ropertson. Would you like to. comment on that, Mr. Hallahan? 

Mr. Hatxianan. I think probably you can approach the question in 
this way, Senator: That if it can be found to be safe and sound for 
institutions to make higher percentage conventional loans, or those 
loans which would require a smaller downpayment, as the State of 
New York has done in that legislation recently, the issue then becomes, 
it seems to me, one, in the public interest if it is desirable to permit 
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those smaller downpayment loans to be made, does the public interest 
require, or is it better served if those loans are self-insured by the 
lending institution, or should another vehicle be created which would 
spread the risk with respect to those particular loans. | 

Senator Busu. Which is the more desirable course? For the self- 
jnsurance program to be instituted among these lenders, or have the 
Government set up a corporation of that kind ? 

Mr. Hatianan. That I think is the issue. Now we are coming 
to the issue. 

Senator Busu. All right. . 

Mr. Hatianan. Which I thing is probably a debatable one, in 
some people’s view. As is true on any insurance program, the prin- 
cipal attributes are a premium which will be self-supporting, but the, 
one that would be addressing itself to this particular matter is 
whether a vehicle such as that would give a sounder operation in that 
it would spread the risk and, in so doing, that the purpose for which 
it was-intended would be.more widely. used, namely, less secondary 
financing and possibly wider homeownership. 

I think that is really the matter that is presented in this discussion. 

Senator Busu. I take it then that the Board just does not, have any 
concerted judgment as to whether this corporation should. be formed 
or not. That is what.I am trying to get at. Do you recommend this 
legislation or not? 

Senator SparkMAn. I think the statement of Mr. Robertson answers 
for the Board. .You are not asking them for individual statements 
and, as I understand it, you say the Bureau of the Budget has not 
cleared this legislation. Is that right? 

Mr. Rosertson. That is right. 

Senator Sparkman. And you also state while you favor the objec- 
tive of it, it is the opinion of the Board you ought to make a further 
study of it. 

Mr. Ropmsrtson. Yes, sir. 

Senator Sparkman. Is that a correct interpretation ? 

Mr. Rosertson. Yes, sir. 

Senator Busu. Then I presume that the conclusion is we do not 
have an all-out endorsement of this bill by this Board at this time? 
Is that right ? 

Mr. Ropertson. Yes, sir. 

Senator SparKMAN. Officially that is correct. Senator Beall, do 
you have any questions ? 

Senator Busu. I want to say, Mr. Chairman, I do not begin this 
with any prejudice on this bill. 

Senator. Sparkman. No; I think your questions are entirely 
pertinent. 

Senator Bus. I think we should have the ideas of the Commission 
as to whether they are up or down on this new departure, It is a 
simple but very important question. 

Senator SparKMAN. Senator Beall? 

Senator Bratz. No questions. 
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Senator Sparkman. May I ask you just a few questions in order 
that we may be clear in our thinking on this. How are savings and 
loan associations regulated now as to the amount that they can lend? 

Mr. Rosertson. The Federals are limited to a loan-to-value ratio 
of 80 percent. 

Senator Sparkman. Is that by regulation of the Board? 

Mr. Rogertson. Yes, sir. 

Senator SparKMAN. Subject to change by the Board itself? 

Mr. Rozertson. Yes, sir. 

Senator Sparkman. I take it you are in agreement with this idea . 
that the times have simply been a larger loan-to-value ratio over the 
past several years but that you have not made those changes for savings 
and loan associations, so the question is, If it is necessary to make them 
how best to protect that higher rate? Is that correct ? 

Mr. Roserrson. Yes, sir; exactly. 

Senator Srarkman. So the question comes up of the two alterna- 
tives you mentioned. One is self-insurance, which means that each 
individual savings. and Joan association by building up the. reserves 
within itself would carry the risks for those particular loans. 

Mr. Rozertson.. Yes, sir. 

Senator Sparkman. So that if some one particular community 
should be hard hit, why, you would have a very bad situation there 
with reference to that one association, whereas if the risk were spread 
all over the country it would not perhaps be a ripple. Is that correct? 

Mr. Rosertson. The risk would be spread. 

Senator Sparkman. The risk would be spread. Yes. May I ask 
you this question—— 

Senator Busx. On the other hand, Mr. Chairman, if I may just 
develop the point, it raises the question there as to whether it would 
not possibly invite imprudent lending in some sections of the country 
to the detriment of other sections of the country where the lenders are 
more prudent. 

Senator Sparkman. I believe there is in this bill—and, of course, 
again we do not claim that the bill is perfected. 

Senator Busu. I understand that. 

Senator SparkMAn. It was offered for the purpose of study—— 

Senator Busu. Yes. 

Senator Sparkman. But I will call your attention to the fact that 
on this 20 percent there is a coinsurance feature. Is that correct? 

Mr. Ropsertson. Yes. 

Senator Sparkman. And I will remind the Senator from Connecti- 
cut that on the title I, home insurance loans, they have a coinsurance 
feature, and I believe that has been one of our most effective and 
satisfactory. programs in the field of housing. I believe those loans 
have been quite safe, largely because of the coinsurance features, 
because the loans are made with virtually very little supervision, except 
as given by local banks who do the coinsurance. . 

Mr. Ropertson. I think we should say one thing about any insurance 
program. It is fwidamental that an insurance company or the insurer 
take in more money than he pays out, and consequently any such 
program as this must be assured of adequate premium income; of a 
sufficiently simple administrative program so that it does not eat into 
the premium; that the underwriting be basically sound; that whoever 
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administers the program should have the same privileges as any other 
peers to reject unsatisfactory clients and to limit the proportion of 
risks. 

In other words, this program, if it is to be approached as a sound - 
eredit indemnity program, has to carry all of the features that are 
inherent in any insurer’s program: Spreading of risk, distribution. of 
risk, sound underwriting, adequate premiums, and economical admin- 
istration. Ae 

Senator Sparkman. Yes, sir. I wonder if I may ask this question. 
You may not care to answer it. But is the Board itself at the present 
time considering the feasibility of changing the regulation as to the 
loan-to-value ratio? 

me — I think that we can say that we are. I cannot say 
we will. ‘ 

Senator Sparkman. As a matter of fact, as you correctly point out, 
that is the action of New York State, which I suppose, is the State 
with the biggest business in the country. If a few more States fol- 
lowed that you are almost going to be compelled to do it,:are you not? 

Mr. Roperrson. There is going to be a great pressure on us to do it 
and, of course, there are some States where they do not have any loan- 
to-value limitation. it 

Senator SparKMAN. When you say “pressure” you mean just the 
natural development. 7 

Mr. Rosertson. That is right. 

Senator Busu. May I ask one more question? I do not want.to 
take up too much time. 

Senator Sparkman. That is all right. ' 

Senator Busu. Under this bill on page 2 of-my analysis here it says, 
“Percent of appraised value to be loaned up to $20,000 is.90 percent.” 
That would mean for example in New York State that they could go 
up under their present laws to 90 percent, but under this bill, if this 
bill were law, then that whole 90 percent would be guaranteed by this 
Association to be set up, except for the coinsurance factor, which would 
be = 10 percent of any loss which might later be established. Is that 
right 

r. Hatnawan. Yes, Senator. I think under-the provisions of that 
bill as written the insurance would terminate. when the loan had been 
paid down to 50 percent of its original appraised value. 

Senator Busu. That is right. 

Mr. Hauianan. Until that time, as you say, it would be. 

Mr. Rosertson. Perhaps I misunderstood the Senator but I think 
under this bill the top 20 percent would be insured and not the full 
amount of the loan. 

Senator Sparkman. That is right. 

Senator Busu. That is from 90 down to 70. 

Mr. Rosertson. Yes. 

Mr. Hattawan. Yes. It would really be 18 percent. 

Senator Bus. 10 percent would be lost of any established loss. - 

Senator SparkMAN. Thank you very much, Mr. Chairman -and 
gentlemen. I appreciate your helpfulness. 

Attachment A to your prepared statement, your suggested amend- 
ments, Mr. Robertson, will be inserted in the record at this point. 

Mr. Rosertson. Thank you, sir. 
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(The document referred to follows :) 


ATTACHMENT A 
SuGecEsSTED AMENDMENTS TO §.. 2872, 85rH. CONGRESS 
AMENDMENT No. 1 ) 


At page 2, line 5, immediately after the period, insert the following new 
sentence : 

“In the event that any such insured institution makes any such change, the 
status of such institution as an insured institution shall automatically terminate 
at such time as the Federal Home Loan Bank Board shall by order fix, and 
such order shall for the purposes of the last five sentences of section 407 be 
deemed to be an order of termination within the meaning of that term wherever 
used in said sentences.” 

AMENDMENT NO. 2 


At page 2, delete lines 10 to 17, both inclusive. 


: Senator SparKMAN. Next we will call on Mr. Richardson: Is he 
ere ? 


STATEMENT OF ELLIOT L. RICHARDSON, ACTING SECRETARY; AC- 
_ COMPANIED BY DR. LLOYD BLAUCH, ASSISTANT COMMISSIONER 
FOR HIGHER EDUCATION, OFFICE OF EDUCATION; DR. GEORGE 
C. DECKER, CHIEF OF CAMPUS PLANNING DEPARTMENT, OFFICE 
OF HIGHER EDUCATION; DR. ROBERT BOKELMAN, SPECIALIST 
IN COLLEGE AND UNIVERSITY BUSINESS MANAGEMENT; AND 
THEODORE ELLENBOGEN, LEGISLATIVE ATTORNEY, OFFICE OF 
GENERAL COUNSEL, DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE 


Mr. Ricnarpson. Mr. Chairman, I would like to introduce first my- 
self and then a number of members of the Office of Education staff who 
are here today. 

Dr. Flynt is not here. He had to be at another committee meeting. 

My name is Elliot L. Richardson, presently Acting Secretary of 
the Department of Health, Education, and Welfare. 

On my left is Dr. Lloyd Blauch, who is Assistant Commissioner for 
Higher Education in the Office of Education. 

On his left is Dr. George Decker, Chief of Campus Planning, De- 
partment of the Division of Higher Education. 

On my right is Dr. W. Robert Bokelman, specialist for college and 
university business management. 

On his right is Mr. Theodore Ellenbogen, legislative attorney in 
the Office of the General Counsel. 

I have a prepared statement, Mr. Chairman, which perhaps I might 
most conveniently read through. 

Senator SparKMAN. Just go ahead and proceed in your own way. 

Mr. Ricuarpson. Thank you, Mr. Chairman and members of the 
subcommittee. * 

I appreciate very much the opportunity to appear before the Sub- 
committee on Housing of the Senate Committee on Banking and 
Currency. The Department. of Health, Education, and Welfare is 
greatly interested in various proposals before your committee to 


provide Federal loans for colleges and universities to construct build- . 
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ings for educational purposes and to provide certain types of educa- 
tional equipment. These proposals are embodied in Senate bills 3213, 
3281, 3351, 3399, and 3713. 

There is no question of the need for facilities which is envisioned 
in the purpose of the several bills which are before your subcommittee. 
Enrollment. in the approximately 1,900 colleges and universities was 
3,068,000 in the fall of 1957. By 1960, enrollment is expected to reach 
3,567,000; by 1965, 4,677,000; and by 1970, over 6 million. These 
enrollments will require great expansions in the physical facilities of 
the colleges and universities both for housing the educational pro- 
grams and for housing students and faculties. You will readily 
understand, therefore, why the Department of Health, Education, and 
Welfare is deeply concerned with the problems which relate to the 
expansion of the physical facilities for higher education. 

Accordingly, the Office of Education of the Department is currently 
engaged in an extensive survey of physical facilities of colleges and 
universities. Preliminary results of this study—which covers 72 
percent of.the Nation’s institutions of higher learning, enrolling 90 
percent of the college and university students—indicate that colleges 
and universities plan a substantial increase in the rate of new con- 
struction programed to 1960, preliminary to further expansion in 
the following decade to accommodate an estimated twofold increase 
in students by 1970. During the years 1951-56, the institutions re- 

orted the construction of $1.17 billion in instructional and admin- 
istrative facilities alone. Of this total, about 15 percent was financed 
from borrowed funds. By contrast, new construction of instructional 
and administrative facilities programed to 1960 is estimated to cost 
$1.5 billion, of which 12 percent is expected to be financed from 
borrowed funds. 7 

The Department of Health, Education, and Welfare favored the 
program of loans authorized under title IV of the Housing Act of 1950 
as amended (Public Law 475, 81st Cong.). Under the present college 
housing loan program, loans are made, as the committee knows, for 
housing students and faculty members at colleges and universities, 
as well as for auxiliary facilities such as student unions, cafeterias, 
and infirmaries. The facilities for which loans are made are self- 
liquidating in character. This legislation is administered by the 
Housing and Home Finance Agency through the Community Facil- 
ities Administration. The Office of Education, by agreement with 
the Community Facilities Administration, makes recommendations 
concerning the educational eligibility of institutions which apply for 
loans and provides other pertinent information. 

The need for facilities to house and instruct the increasing numbers 
of students in our colleges and universities must be put in the perspec- 
tive of the other needs of education at all levels. Recent events have 
focused attention upon certain educational needs and deficiencies— 
some of which exist in the field of higher education—which are of such 
a nature as to endanger the national security. We believé that effec- 
tive Federal action to help meet these educational needs is essential 
in the national interest. The Department has recommended enact- 
ment of S. 3163, now before the Senate Committee on Labor and Public 
Welfare, which would authorize a Federal program designed to assist 
State, local, and private efforts to overcome these deficiencies which 
endanger our security. 
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Briefly, S. 3163 would authorize programs designed to— 


(1) Encourage more of our ablest students to go to college by 
improving testing and guidan¢ée and counseling in our schools and 
by providing scholarships for able but needy youngsters; 

(2) Assist States and local communities to expand and improve 
their school programs in the fields of mathematics and science; 

_ (8) Assist in expanding and improving the instruction of mod- 
ern foreign languages, including important languages not gen- 
erally taught in the United States and to assist in the support and 
development of area study centers; 

(4) Expand graduate education and provide: fellowships for 
graduate students who are interested in teaching at the college 
and university level; and 

(5) Improve our methods’ of obtaining factual data on the 
status of American education. 


In addition, we have recommended enactment of S. 1917, alse before 
the Committee on Labor and Public Welfare, which would provide 
Federal grants for the construction of medical and dental teaching 
facilities. : 

These recommendations were based on the most careful considera- 
tion of educational needs and their relative urgency and priority in 
terms of Federal action to help meet these needs. 

Since the Department. has already reported to your committee on 
those bills before you with which our Department is principally con- 
cerned, I shall discuss them only briefly, although I shall wish to pre- 
sent somewhat more extended views concerning S. 3713. 

Four of the bills to be discussed propose amendments to the Housing 
~ of 1950 and one proposes an amendment to the National Housing 

ct. 

1. S. 3213 proposes to increase by $250 million the borrowing au- 
thority of the Housing and Home Finance Agency for college housing 
loans, increasing the total borrowing authority ‘from $925 million to 
$1,175 million. 

2. S..3281 and’ S..3351 would expand the scope of the present law 
by authorizing loans for the construction, remodeling, and initial 
equipping of facilities for sciences, mathematics and engineering, and 
S. 3351 would also make libraries eligible. 'S. 3351 would increase the 
total loan ceiling under the program by $200 million and would make 
the total amount available for these new types of facilities, while S. 
3281 would increase the total program ceiling by $325 million and 
make $150 million of the total ceiling available for these new facilities. 

3,. 8. 3713. would.amend title TV of the Housing Act of 1950 to au- 
thorize loans to educational institutions for the construction, rehabili- 
tation, alteration, conversion, and improvement of classroom buildin 
and other acddemic facilities of all types. It would authorize an addi. 
tional $250 million in borrowing authority for the Housing and Home 
Finance Agency for this purpose. 

4, S. 3399, the administration bill, proposes to extend and amend 
laws relating to the provision and improvement of housing and the 
conservation and development of urban: communities, and for other 
purposes. One section of this bill would make technical and other 
improvements in the provisions of existing law dealing with rental 
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housing for the elderly. S. 3399 would also amend the present colle 
housing loan program to increase the ceiling on outstanding loan obli- 
gations from $925 million to $1,125 million. In addition, the bill 


- would, in order to encourage private financing, change the present 


eligibility provisions so as to permit a Federal loan only when private 
financing is not available on terms which the Administrator determines 


_to be reasonable and consistent with the purposes of the program, and 


would provide a new $100 million debt service guaranty program on 
bonds, other than bonds exempt from Fedecel econ which are 
issued to finance construction of facilities of the types eligible under 
the direct loan a The interest rate provisions under the loan 
program would also be changed in line with administration policy. — 

Although we defer to the HHFA and the Treasury Department on 
the more technical aspects of these amendinents which are within 
their special competence, we would favor the changes proposed, in 
S. 8399. We particularly endorse the proposed increase in the loan 
ceiling of the college housing program, coupled with the new pro- 
gram of debt service guaranties on bonds issued to ‘finance construc- 
tion of college housing, which should be most helpful in encouraging 
increased private financing. of these facilities. 

We are very much concerned. with the provisions of S. 3713, and 
will concomitant provisions of S. 3281 and S. 3351, which would | 
authorize the Housing and Home Finance Agency to make loans to 
colleges and universities for the construction of instructional and 
administrative facilities. 

In the first place, in our judgment, the legislative program we have 
recommended, and which I briefly summarized; involves educational 
problems and need, which require the most urgent attention and which 
in our view should have priority over other proposals for aid to edu- 
cation. As I have indicated, we are fully aware of the needs of 
institutions of higher learning for additional facilities. But in view 
of other educational needs, and because the proposal for broader 
Federal aid for college and university facilities raises fundamental 
questions requiring study both with respect to the need for such 
assistance and the manner in which such assistance, if needed, should 
be provided, we believe that it would not be desirable to entertain 
such a proposal at this time. 

In the second place, we believe that Fedéral assistance in the pro- 
vision of instructional and administrative facilities of colleges and 
universities would in any event not be appropriate within the frame- 
work of the college housing program. The most important judgments 
involved would be educational in character. If the funds available 
for loans are limited, as I assume they would be, priorities based on 
educational considerations might have. to-be established. Also, a 
determination as to the soundness of this type of loan involves, in- 
evitably, an educational judgment. And in the discussions between 
the institution’s officials and the lending agency questions of an educa- 
tional character, related to the need for and planning of the facility, 
will undoubtedly arise and the college may wish to have advice on 
them. Thus, we believe that, if such a program were to be authorized, 
it should be considered and enacted as an educational, rather than 
a housing measure, and be administered by the Department of Health, 
Education, and Welfare, which, through the Office of Education, is 
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the agency of Government primarily responsible for Federal pro- 
grams in the field of education. 

In summary, we recommend = of amendments to the Hous- 
ing Act designed to facilitate the providing of rental housing for 
the aged, of an appropriate increase in the loan ceiling for the college 
housing program, ae 3 of a new authorization for debt service guaran- 
ties for the taxable bonds of institutions of higher education for the 
construction of housing, all as provided by S. 3399. For the reasons 
above stated, we oppose extending the college housing loan program to 
facilities of an instructional or administrative type, as would be pro- 
vided by S. 3281, S. 3351, and S. 3713. 

That concludes my prepared statement, Mr. Chairman. I will be 
glad to answer any questions. | 

Senator Sparkman. Thank you, Mr. Richardson. Senator Cape- 
hart? 

Senator Carenart. No questions. 

Senator Sparkman. Senator Bush? 

Senator Busy. Mr. Richardson, I think that is a very good state- 
ment indeed—a very clear statement—and your conclusions are very 
definite, and I like that very much. 

On this expansion of the college housing program to take into ac- 
count other types of buildings such as science buildings and so forth, 
is your reservation on that due to the fact that such loans have no 
self-liquidating characteristics such as rentals which are produced by 
the college dormitories which we finance ? 

Mr. Ricitarpson. That fact does account for our reservations, to 
the extent that we have reservations, as to the desirability of a loan 
program in that field... As the figures summarized on page 2 of my 
statement would indicate, a comparatively small portion of the ex- 
panded facilities needs programed for the years ahead, 1960 and after, 
are contemplated as being financed through loans; and, of course, were 
they financed by loans it would be necessary for the institution to seek 
to meet the debt service on those loans by charges that might have to be 
laid on its fees and tuition costs. 

Senator Busu. What security do we get right now under a college 
loan program contract ? 

Mr. Ricuarpson. As I understand that program, the building it- 
self and the revenues from the building are what the Community Fa- 
cilities Division looks to. 

Senator Busu. They are available but are they pledged in the 
contract ? 

Mr. Ricnarpson. [ believe they are. . Yes. 

Senator Busu. That is what I want to know. When you say, at 
the bottom of page 4: 

8S. 8718 would amend title IV of the Housing Act of 1950 to authorize loans 
to educational institutions for the construction, rehabilitation, alteration, con- 
version, and improvement of classroom buildings and other academic facilities 
of all types. 

Does that apply only to higher education, or does that apply to pub- 
lic schools at the secondary and primary level ? 

Mr. Ricwarpson. It applies na to institutions of higher education. 
The statement should have been qualified to make that clear. 
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Senator Busu. Only higher education. You refer, at the bottom of 
page 5—and I will read it to make it clear before I ask the question: 


We particularly endorse the proposed increase in the loan ceiling of the college 


housing program, coupled with the new program of debt-service guaranties on 


bonds issued to finance construction of college housing * * *. 


What is the new program of debt-service guaranties that you refer 
to there? 

Mr. Ricuarpson. That is the program provided for in the Capehart 
bill, which is somewhat more fully summarized in the middle of the 
page. It would provide a new $100 million fund or, rather, an amount 
subject to guaranty, under which the United States would stand back 
of the undertaking of the institution which had borrowed funds from 
a private source, to repay the debt service on those bonds. As I un- 
derstand its principal purpose, it is to encourage borrowing from pri- 
vate sources, rather than to inject. the Federal Government deeper into 
a direct-lending operation. 

Senator Busu. But would provide a Federal guaranty for such 
borrowing? . 

Mr. Ricwarpson. Yes. 

Senator Busu. Or such loans? 

Mr. Ricwarpson. Yes. 

Senator Busu. This is something new, is it not? It is to me. 
This is a new program ? 

Mr. Ricwarpson. This would be a new program. Yes. 

Senator Busu. Do I gather that you endorse that? 

Mr. Ricuarpson. Yes; we do. 

Senator Busu. I do not have any other questions, Mr. Chairman. 

Senator Sparkman. Senator Clark? 

Senator Ciarx. Mr. Richardson, quite frankly, I am rather amazed 
at your testimony, with which I find myself in complete disagree- 
ment. I would doubt if we would get into a very profitable colloquy 
by my endeavoring to cross-examine you and, therefore, I think I 
will just make a couple of brief statements and ask you to comment 
on them. 

I note from page 1 of your statement that the Department is 
keenly aware of the enormous problems confronting our colleges in 
the foreseeable future, beginning almost immediately, by reason of 
the great increases in enrollment. I wonder where you think those 
people are going to be taught if we do not have some college con- 
struction program, which, in my judgment, is going to require Fed- 
eral assistance because, with the exception of your alma mater and 
mine and Senator Bush’s and perhaps a dozen others, and a few of 
the richer State universities, there just is not available in the alumni 
body or in estate taxation the money necessary to build the bricks 
and mortar in which these individuals can be taught. 

I am also startled, and have been for some months, at the program 
of your Department, which puts the priority on an educational bill 
in what seems to me, and I can say many others, in exactly the 
wrong place, which is in possible scholarships, ahead of either im- 

roving the status of the teaching profession or the provision of 
ricks and mortar in which these young people can be taught. 

It seems to me, if you take your page 1, which indicates the en- 
rollment crisis, and your page 3, in which you propose to make it 
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worse by providing more scholarships, that your end conclusion that 
you are in favor of Federal grants for dental and medical teachin 
facilities and for nothing else is a rather complete non sequitur. i 


_wonder if you would care to comment on that. 


Mr. Ricuarpson. I would be pleased to, Senator Clark. My com- 
ments may be a little extended, because you have touched on a num- 
ber of points which do concern us and which have been a matter of 
considerable thought'on our part. 

First, as to the need for facilities, we certainly would not minimize 
that need in any way in considering the question of what Federal 
action was appropriate at this time. We do think, though, first, that 
as between the need for expansion of. college facilities over the next 
10 years, on the one hand, and a greater emphasis on the significance 


‘of academic achievement at the present time, that the latter has a 


higher ‘priority, and we consider that the program embodied in the 
administration’s pending education bill, S. 3163, would better serve 
the latter purpose and Sore, therefore, a higher priority now. 
Senator Cuark. May I ask you if the net result of that program 
would not merely be to substitute a somewhat brighter boy nad girl 
in an already overcrowded institution for one not quite so bright? 
Mr. Ricuarpson. It might. have that effect in the immediate short 
run. To the extent that it did serve the purpose which it is aimed 
to serve, of helping to motivate a higher proportion of able boys and 
girls who now fail to go on from high school to college and who want 
to go to college—I would say, to the extent that occurred, in the 
short run, that this was a development in the national interest. 
Senator Ciark. Of course, I can understand your embarrassment— 
not yours, personally, because you come recently to the Department, 


but the Department’s embarrassment—at having backed away from the 
‘construction program which it advocated a year ago, in favor of a 


scholarship program, which is quite different. Let us not get into an 
=— r just want to give you a chance to put your thoughts into 
words.. 

Mr. Ricuarpson. I would like to go-a little further in this matter of 
facilities. I think that more thought needs to be given as to how, if 
at. ‘all, the Federal Government can most appropriately participate 
in theeting that need. We had:a numberof meetings last fall with 
college presidents and deans, as well as all of the associations repre- 
senting higher. education, and the. general consensus reflected to us 
was that loans for non-income-producing and, therefore, non-self- 
liquidating facilities, would not be of great value. 

There was very little support at that time for a loan program and, 
for that reason, we considered what: othér, measures might be ad- 
vanced. I certainly think that, wherever one might rate it in terms 
of priority, a proposal deserving of consideration is, in the future 
if not now, one under which Federal matching funds would be made 
available for the equipment of mathematics and engineering and 
science teaching laboratories. 

Senator Ciark. Do you not share the general educational view 
that we must’ be careful not to give undue emphasis to science and 
mathematics just because we have a few sputniks in the air? Are 
you not of the view, which I think most educators share, that what we 
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must have is a well-rounded improvement in all our educational fa- 
cilities, which would include the humanities and natural sciences, as 
well as the physical] sciences? : 

Mr. Ricuarpson. We would not question that for a moment, but | 
when one considers what is appropriate for the Federal Government 
to do, one is then led to consider those aspects of education most 
directly connected to the national security. To emphasize those in a 
Federal program does not mean, by any means, that these are the 
most important goals the education system ought to seek to achieve, 
but, rather, that these are points in which the Federal Government’s 
assistance and stimulus can most clearly be justified. 

Senator Crark. Let me go back to the comment which you made 
about the need for further study. You are familiar, I am sure, with 
the report of the President’s Committee on Higher Education, chaired 
by Mr. Josephs, which made its report some 6 months or a year ago? 

Mr. Ricuarpson. Yes. | 

Senator Ciark. I think your Department cooperated rather closely 
with that study group, did it not? 

Mr. Ricuarpson. Yes; it did, but I might add, in that connection, 
when it came to facilities, the Committee recommended a program 
of grants for the construction of non-income-producing frei ities 
This would be a massive program in’ terms of appropriations and 
would also raise questions as to whether grants can be justified to non- 
public institutions. 

Senator CrarK. It was for that reason that the loan provision was 

ut in this bill of mine, which I am, naturally, tending to defend. 

ou can well understand that. Of course, that loan provision does 
eliminate.the problem of the grant to private institutions. 

Mr. Ricuarpson. I want to make clear that my testimony makes 
essentially two points with respect to this loan snp One, in 
terms of immediate priority, we would rate higher the. particular 
objectives which the administration’s educational bill, S, 3163, is de- 
signed to attain. 

enator CirarK. And that, of course, is a matter of judgment. 

Mr. Ricuarpson. Which is a matter of judgment. But second, we 
would say, if, in order to meet the admittedly great need of ‘more 
facilities for instructional and administrative purposes of higher 
educational institutions, it should be deemed desirable to provide loans 
for this purpose, we believe that this isan essentially educational 
program and, therefore, should be administered by the Office of Edu- 
eation which has built up 

Senator Crark. I wonder if you would really insist on going that 
far? All you want, is it not, is an opportunity to consult and eoordi- 
nate and advise with respect to priority. Would it not be a great 
mistake to get HEW in the actual administrative field in this manner? 

Mr. Ricuarpson. We certainly would not wish to inject ourselves 
into the determination of what sort of facility an institution ought to 
have. On the other hand, when an institution is considering the 
problem of, in effect, pledging resources to the repayment of a loan 
over a long period of time and what type of facility it needs in order 
to meet the particular purpose, there inevitably arise questions of 
educational professional judgment which it seenis to us would be ques- 
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tions with respect to which an agency charged with being knowl- 
edgeable about education, and having an ‘awareness of what is bein 

done by other institutions all over the country to meet this sort o 

need, would be in a better position to give advice. 

Senator Crark. I think that is an excellent point but you do have 
consultative arrangements at the moment, with the housing authorities 
and with respect to the present college loan program; do you not? 

Mr. RicHarpson. Yes, we do. 

Senator Ciark. And I believe when the question arises as to whether 
a particular institution needs and should have another dormitory or 
an allied facility, your department is called into consultation ; is it not? 

Mr. Ricwarpson: Yes. On the other hand our role is quite a limited 
one under the existing law with respect to college housing. I think it 
is a question of degree. 

Senator Crark. And again a question of judgment. 

Mr. Ricuarpson: Yes. | 

Senator Cuark. I would agree with you when you are dealing in 
terms of laboratories and libraries and the like, that the role of HEW 
should be a greater role than when you are dealing only with dormi- 
tories. But it still seems to me an agency which has built up a valuable 
experience and an excellent record in connection with the college loan 
program to date would be well qualified to handle what is primarily 
the business phase of constructing additional bricks and mortar as 
— tothe educational phases. _ 

' think one might also havé the feeling one does not want to 
‘establish at the Federal level a sort of authoritative reaction as to 
what a-particular educational institution does or does not need. In 
other words, if it is a loan which can be reasonably assured of repay- 
‘ment, is it not far better to decentralize educational policy and leave 
it’ to the individual institution rather than to bureaucracy in Wash- 
ington as'to whether the particular facility is needed or not. If it 
is a loan which can be repaid and fits into the other general. restric- 
tions of the bill? 

Mr., Ricnarpson. We. would, certainly agree, Senator, that no 
agency in. Washington should set itself up to make determinations 
as to what an institution ought to have or whether it ought to have 
it. On the other hand, what we are really dealing with is the question 
whether the program is primarily educational in. character and, 
therefore, should be administered by us with the advice and coopera- 
tion of Community Facilities on the business end, or whether it ought 
tobetheother way around. ~~ 

In either case, certainly, there ought to be very close cooperation 
arid consultation between both agencies. 

Senator Crarx. Thank you, Mr. Chairman. 

Senator Sparkman. Thank you very much, Mr. Richardson and 
gentlemen. We appreciate your help. 

Mr. Ricnarpson. Thank you, Mr. Chairman. 

Senator Sparkman. Now we will have Mr. John Arrington and 
his group of associates from the armed services. 

Good Morning. We are glad to have you. Please identify your 
associates for the record, Mr. Arrington. 
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STATEMENT OF JOHN H. ARRINGTON, CHIEF; ACCOMPANIED BY 
HARLOW W. HARVEY, JR., FAMILY HOUSING DIVISION, OFFICE 
OF THE ASSISTANT SECRETARY OF DEFENSE; AND ANDREW C. 
MAYER, OFFICE OF GENERAL COUNSEL, DEPARTMENT OF DE- 
FENSE 


Mr. Arrineton. I have with me this morning Mr. Harvey of ‘our 
Family Housing Division in the Office of the Secretary of Defense, 
and Mr. Andrew Mayer of our Office of General Counsel, 

I have a prepared statement, which I would like to read, Mr. 
Chairman. 

Senator Sparkman. Very good. Proceed in your own way. 

Mr. Arrineton. I appreciate the opportunity to appear before you 
today on behalf of the Department of Defense, in order to report 
on the progress of our military housing programs, and ‘to offer our 
views on proposed legislation now pending before this committee. 

As of this date, the Office of the Secretary of Defense has approved 
a total of 280 projects containing 99,223 units for development under 
the title VIII program ; 48 of these projects, containing 9,377 units, are 


presently deferred pending further evaluation of need. As shown 


on the attached summary, these units are in the following stages of 
development : 
Military Housing Programs Status 








kn ta i ccm aatnn nail amamie se imines aeaseinars kan 
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Letter o RE SII So ining arsinlaanpihl a arndunipniel apallipaen acess rig eauiigame tad | 21 iL, 144 
Advertised for bids__............-. oe eee Lee eo tent ahee bites thee | 41 11, 646 


Underdevelopinent—which means under design and processing with FHA__ + 


Pursuant to action initiated by this committee, Congress recently 
included in Public: Law 85-364, enacted April 1, 1958, an increase in 
the interest ceiling on title VIII mortgages to 414 percent. Sub- 
sequently, after consultation with’ the Office of the Secretary of 
Defense, the Federal: Housing Administration Commissioner estab- 


_lished 414 percent as the going rate in the light of current market 


conditions. At the same time, we specified that, projects bid at 4 
reent would be closed at 4 percent, but that the advertising could 
-amended to reflect the new rate in the case of projects where bids 

had not’ yet been opened. 

This was considered to be: most logical cutoff, on the basis that 
the contractors had bid on the basis of the bid documents, and where 
these papers specified 4 percent interest, the bidders had included 
in their bid prices the added cost of financing in the form of dis- 
counts. It will be noted that 16 projects with 5,972 units have been 
placed under construction since our last testimony on March 4; 3,527 
units totaling $53,288,000 with permanent FNMA commitments, and 
2,445 units totaling $38,493,000 with private commitments. Our 

resent schedule calls for contracts to signed between now. and 

Fane 30 for 24 projects with 10,820 units totaling: $164,697,000, all 

with private funds. <A third of these projects, totaling 3,315 units 
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and $50 million, will be financed under the new 414, percent interest 


rate. 

All of the 4 percent projects appear likely to close on schedule, 
at discounts for the permanent financing of close to 2 points. Al- 
though precise information is difficult to obtain, it appears that the 
new 414 percent ‘mortgages will yield a small fraction of a point 
under par. 

I might say, altogether we are very happy with the construction 
prospects for the Capehart program at this time. 

The Wherry acquisition program has been proceeding at a most 
satisfactory rate. Of the total of 83,718 units in the Department of 
Defense Wherry program, acquisitions to date total 37,776 units, 


divided as follows: 


Unite 
bs Sib Sachi cia aetna mcratiekbmasip Sets epatennsa liom mmr seeppeeereenss 9, 990 
a iA EE a cl es abies lhe dlp ob oy sn enpenee io ao ot nes Shp tei 1, 073 
a a art ane ac enc peyote eg he Lin aoe ta baat 26, 733 


In addition to the above, 9,064 units (2,819 Army and 6,245 Navy) 
are scheduled for acquisition prior to June 30, 1958. All of these 
latter units will be in the mandatory or potentially mandatory cate- 
gory; that is, where Capehart units are under construction or are 
scheduled for development. 

As of March 31, under the section 809 program providing for-sale 
housing for essential civilian employees at research and development 
installations, the Department of Defense has authorized the services 
to issue certificates of need to FHA covering 3,950 units in 6 areas. 
The services have issued 2,079 individual certificates and FHA has 
finally endorsed 977 of these under a Department of Defense guaranty 
of the FHA mortgage insurance fund. However, this does not repre- 
sent total activity under the program, because FHA has also issued 
conditional commitments to project developers in order to achieve the 
economies of yolume construction. Also, as of March 31, FNMA has 
executed mortgage purchase commitments amounting to $2114 million 
on 1,965 units. 

Among the bills now pending before this committee is S. 3484, which 

roposes to amend section 404 of the Housing Amendments of 1955. 
Section 404 at present makes mandatory the acquisition of Wherry 
projects which are located at or near military installations where the 
Secretary of Defense has approved the construction of housing under 
the amended title VIII of the National Housing Act, and S. 3484 
would make.mandatory the acquisition of section 207 housing projects 
under similar circumstances. In addition, the bill would make appli- 
cable to such acquisitions all the other provisions of section 404, in- 
cluding the provision establishing a maximum acquisition price, ‘the 
provision. authorizing the use of the revolving fund, etc. 

As stated ‘in our report on this bill, the Department of Defense 
opposes enactment of S. 3484. Because of the low cost limitations 
applicable to housing, constructed under the mortgage insurance pro- 
visions of section 207, it is in most cases inadequate to meet public 
a standards. Furthermor, unlike Wherry housing which is for 
the most part located on Government-owned land, 207 housing is not 
only off-base, but in many cases is an integral part of the civilian 
community. Accordingly, even though 207 housing might be “at or 





HOUSING ACT OF 1958 215 


near” a military installation where new title VIII housing had been 
approved, so that its acquisition would be mandatory under the sub- 
ject bill, the Department of Defense would be administering isolated 

ousing units within the civilian community. The Department of 
Defense has consistently objected to the concept of administering 
housing over which it had no control with respect to design, location, 
or cost, and consequently opposes the enactment of S. 3484. 

In addition, the Federal] Housing Commissioner has certified with 
respect to the new title VIII housing, that it would not substantially 
curtail occupancy in existing housing covered by mortgages insured 
under the National Housing Act. This certification, which evidences 
the lack of competition between 207 housing and title VIII housing, 
is a further reason why the acquisition of' 207 projects is deemed 
inappropriate. 

might say we do strongly support the 1-year extension of the title 
VIII program contained in section 112 of S. 3399. , 

This statement has been cleared in substance by the Bureau of the 
Budget, which has no objections to its submission. I shall be glad to 
answer any specific questions the committee may have. 

Senator Sparkman. I notice you have a table attached to your state- 
ment. Without objection, it will be made a part of the record at, this 

oint. 

(The table referred to follows :) 


Title VIII (Capehart) housing program, summary of development program as 
of May 13, 1958 


Total Army Navy Air Force 


Approved by ASD (P. and I.)_..._____-- 99, 223 13, 560 


NID Foo: dik cadivel onc wardens 35, 224 ae 6, 986 
SIT srr o cieace ao ail | see cas octane 11, 646 2, 0 
Dioae eccepted:......)......,<..-L2.-- 11, 144 : 4, 260 
Under contract 9____._- 41, 209 p 2, 314 





Private Leth wen 12, 391 , 0 225 
POMS 0. sseeeeelesds d 28, 818 5 2, 089 


Total cost of units under contract-.......| $653, 996, 402 $268, 761, 123 $37, 274, 718 
Average... deascsanesbak das cah 15, 870 16, 077 16, 108 
Mortgage proceeds... 0.22.20. 622, 511, 397 
A verage........._. eee aes 15, 106 | 

gg ES SES ee eS ee | 185, 724, 641 : » 2a 
FNMA._-_!)..__.. edd nebeat 436, 786, 756 | 93, 369, 28: 32, 048, 823 
- epergeaied funds ; 31, 485, 005 1, 787, 535 
eee a 764 845 77 
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1 Includes 9,377 units for which development has been deferred (Army, 4,155; Navy, 3,242; Air Force, 


’ . | ; " ' 
‘Includes 5,483 units in completed projects (Army, 2,617; Navy, 160; Air Force, 2,706). 


Senator SpARKMAN. I want to ask you one question. 

Mr. Arrineton. All right, sir. 

Senator SparkMan. S. 3484 is: general in its nature, yet I. believe 
its principal purpose is to take care of one particular section 207 
project, is it not ? 

Mr. Arrinoton. The Air Force wrote a very excellent report’ on 
this particular bill with respect to the one project under their cog- 
nizance, which would be affected, which is near the Turner Air Force 
Base in Georgia.. 
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Senator Cargznarr, Is that project on Government-owned land? 

Mr. Arrtneton. No, it isnot,sir. — 

Senator Carznarr. Now near is it to the base! 

Mr. Arrtneton. Just across the highway. - 

Senator Carenart. How many units are involved? Does anybody 
know? ry, 

Mr. Arrtneton. Apparently 200, sir, 

_ Senator Sparkman. I wanted to bring out exactly the same thing 
and the point I make is this: While your objections are stated in 
general terms I wondered to what extent the objections would be 
toward this one base, if it were limited and made a piece of legisla- 
tion limited to this one area ? ; Lites 

Mr. Arrtneton. With respect to this one particular project, as the 
', Air Force pointed out, I think the floor area averaged something in 
the order of 700 square feet. Were the Air Force to acquire this 
project it would immediately come under the provisions of the new 
legislation which permits us to rent substandard quarters and operate 
them on a rental basis but at the same time requires us to make a 
‘determination of adequacy or inadequacy. These units would be 
declared inadequate and we would be required to dispose of them 
within 2 years under existing statutes. : 

Their construction does not make them susceptible to being reason- 
ably converted to even minimum quarters standards. . 

enator CareHartT. Does anyone know how many section 207 
projects there are in the United States? First projects and then 
number of units in all projects. 

Senator Sparkman. I would not know. I can undersiand the ob- 
jections generally but what I was trying to get at is how valid your 
objections might be with reference to this one project at Turner Air 
Force Base. I ask that because my understanding is that really 
prompted the introduction of this legislation. We have a copy of 
the letter that the Air Force sent. ' 

Mr. Arrtneton. Mr. Chairman, I have here a copy of the Air 
Force statement on the proposed legislation and this particular proj- 
ect from which I would like to read briefly an excerpt. 

Senator Sparkman. All right. 

Mr. Arrineton. It reads: 

The housing project constructed under section 207 of the National Housing 
Act adjacent to Turner Air Force Base provides a living area per unit of 
680 square feet which is 70 square feet less than minimum standards estab- 
lished for enlisted grades. These are all two-bedroom units. Personnel in 
enlisted grades who are authorized quarters allowance and Government quarters 
average 4.17 members to a family and require 3- to 4-bedroom dwellings. 

Under subject bill, these houses’ would become public quarters. A deter- 
mination would then be made as to whether these units were adequate or 
inadequate in accordance with standards established pursuant to the pro- 
visions of section 407 (b), Public Law 241, 85th Congress. Under existing 
standards these units would be declared inadequate so as to place them on 
a rental basis pending a further determination as to whether these units could 
be improved to public quarters standard sufficient to justify withholding 
quarters allowances. From a study made by this Department it is felt 
these units are uneconomical to improve to public quarters standards due to 
basic design, construction deficiencies, and other unacceptable characteristics. 

As a result, these quarters would be declared rental quarters and under ex- 


isting legislation would be disposed of and removed from the Air Force inventory 
by July 1, 1960. In addition, if acquisition was affected, local civilians and 


lower grade airmen now occupying these quarters would have to be given | 
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notice to vacate and upper grade airmen would be required to occupy these 
units for the short period of time prior to di L 


From an economic standpoint, in view of the probable disposal action that 
would be taken, the Department of the Air Force would acquire a housing unit 
as a bad investment for the Government and with a mortgage to be paid off 
long after disposal action was taken. 


co Sparkman. Is that disposal action under existing legis- 
lation ! 


Mr. ArrtneTon. Yes, sir. 

Senator Sparkman. Is that basic legislation now before the Armed 
Services Committee ? 

Mr. Arrtneton. Yes, sir. 

Senator Sparkman. That is not housing legislation ? 

Mr. Arrtneton. No. It is under the military construction au- 
thorization bill for fiscal 1958. 

Senator Sparkman. I think that is sufficient on that. I would 
suggest to the staff that it check the full report and perhaps take 
this up with Senator Russell as chairman of the Armed Series Com- 
mittee, since it seems that it runs contrary to their own legislation. 
I would suggest they take it up with them. 

Senator ge Do you think, Mr. Chairman, it might be wise 
to place in the record the letter he just read from ? 

nator SPARKMAN. Can that be done? 

Mr. Mayer. I think we did excerpt that portion that deals with this 
particular project. 

Senator Capreuart. Is there any thing else in the letter? Mr. 
Chairman, we have the information in reply to the question I asked 
a moment ago, namely, how many rental units there were under sec- 
tion 207. Through December 1957 there were approximately 85,000. 
It looks as though half of it has been paid off. The next question is 
how many of those 85,000 units were adjacent to or in towns near 
military bases. 

Probably a very small percentage. 

Senator Sparkman. The Comptroller General said according to 
their information there would be only two. One would be a project 
in Tennessee of 20 units and the other would be this one at Turner 
Air Force Base. That is why I asked about that, because I believe 
itis really responsible for this legislation. 

Senator Carenart. If we were willing to pass such legislation that 
would apply only to two projects then we would have to change the 
law to permit them to live in quarters of less than 700 square feet. 

Senator Sparkman. I think it is something certainly to be checked 
into and I suggest that the staff work with the staff of the Armed 
= Committee or Senator Russell’s office in going further into 


(The following was received with reference to the above :) 


UNITED STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 


May 21, 1958. 
Hon. Joun SPARKMAN, 


United States Senate, Washington 25, D.C. 


Dear SENATOR SPARKMAN: Permit me to acknowledge and thank you for your 
courtesy in forwarding the transcripts of the testimony recently taken by your 
committee on S. 3484. I know you will remember that I introduced this bill 
because evidence presented to the Armed Services Committee indicated that 
perhaps an injustice would be done if the mandatory acquisition provisions of law 
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pertaining to Wherry housing projects were not expanded to cover certain other 
projects currently excluded but which were constructed under similar conditions 
to Wherry housing. ; 

I have had the staff of the Armed Services Committee review the testimony in 
the light of the information contained in the committee's files. Asa result of this 
review, I am of the opinion that the wrong impression may remain in the record 
unless it includes certain additional information. I am attaching to this letter 
the full report to me from the Armed Services Committee staff which, I believe, 
if it meets with your approval, should be included in the record in order to 
present a complete picture. 

It appears that the Department of Defense and the Air Force oppose the enact- 
ment of S. 3484 for two basic reasons. First: Their statement that most of the 
units involved contain less than the minimum square feet requirements for two- 
bedroom units; and second, under existing law, the project specifically referred to 
in the testimony, if acquired, can be declared substandard and then have to be 
disposed of in 2 years. 

The inference in the testimony is that S. 5484 is contrary to certain provisions 
of legislation reported by the Senate Armed Services Committee. The disposal 
legislation to which defense witnesses referred is contained in section 401 (b) of 
Public Law 241, 85th Congress. The Senate Armed Services Committee, in its 
report, number 842, on this legislation (H. R. 8240), specifically indicates that 
the Armed Services Committee's position is contrary to the inference left by 
Defense witnesses when testifying before you. 

Another aspect which is important to mention is that the Wherry housing units 
to be acquired were specifically exempt from the substandard provisions of Public 
Law 241. If your committee should see fit to act favorably on S. 3484 on the 
assumption that title 207 cases are parallel to the Wherry problem, it would seem 
logical that title 207 projects should also be exempt from the substandard pro- 
visions of Public Law 241. 

It is interesting to note that while Department of Defense and Air Force no 
longer consider the title 207 units affected by this bill as meeting their criteria, 
they did apparently consider them acceptable at the time of their construction. 

This is borne out by the enclosures to the staff report attached. In addition, 
this report also indicates that the square footage of the units at Turner are 797 
square feet and not the 680 referred to by Defense witnesses. 

I know you will understand if, in your deliberations, you feel that the provi- 
sions of S. 3484 are not consistent with the best interests of the Government, that 
I, of cotrse, would not desire that your committee act favorably. On the other 
hand, if an inequity exists, it would appear to be the duty of Congress to rectify 
it. 

With best wishes, I am 

Sincerely, 
RICHARD RUSSELL. 


May 22, 1958. 
Memorandum for Senator Russell. 
Subject: S. 3484, To Amend Section 404 of the Housing Amendments of 1955. 

The staff has reviewed the testimony given on May 13 by Defense witnesses 
before the Senate Subcommittee on Housing of the Senate Committee on Banking 
and Currency, pertaining to 8S. 3484. As you know, the position of S. 3484, in 
effect, authorizes the Secretary of Defense to acquire certain military housing 
constructed under section 207 of the National Housing Act and designated by the 
Federal Housing Administration as “military housing.” 

Even though better than 80,000 units were constructed under section 207, the 
language of S. 3484, among other things, limits the bill’s application to housing 
situated adjacent to military installations. According to the Comptroller General 
only two installations would be affected. One is a project in Tennessee consist- 
ing of .20 units, and the other at Turner Air Force Base consisting of 200 units. 

The Defense witnesses objected to this legislation on the basis of their state 
ments that: 

(a) The Turner City project provides only 680 square feet of space and 
that this is 70 square feet less than the minimum standards established for 
enlisted grades ; 

(b) that the units do not meet established criteria in basic design and con- 
struction and would, therefore, come under the substandard provisions of law 
contained in section 407 (b) of Public Law 241, 85th Congress ; 
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(c) that under the provisions of the law, section 407 (b) mentioned above, 
housing declared substandard, that is units which could not be rehabilitated 
and would, therefore have to be disposed of in 2 years. 

The inference listed by Defense witnesses as shown on page 299 of the testi- 
mony is to the effect that S. 3484 runs contrary to the provision of law previously 
reported favorably by the Armed Services Committee. It is true that substandard 
provisions of Public Law 241 came out of conference between the House and Senate 
in a manner to stipulate for the disposal of substandard units that cannot be 
brought up to standard. However, the Senate Armed Services Committee in its 
report, No. 842, on this legislation (H. R. 8240) specifically directed itself to the 
disposal aspects of law as follows: 

“It has been suggested to the committee that any legislation enacted should be 
limited to a specific time period and that if units declared substandard were not 
altered or improved so as to qualify as standard quarters at the end of this time 
period, they should be demolished or otherwise disposed of. The committee 
expects the services to bend every effort to improve any such substandard quarters 
with the goal in mind of eventually eliminating the necessity of assigning person- 
nel to substandard units. However, in an era of economy it is not realistic to 
assume that the services will be allowed the necessary funds required to reach this 
goal in the immediate future and that it would certainly be impractical to permit 
the destruction or removal of usable units, especially if no other housing were 
available.” 

In addition, the report accompanying Public Law 241 indicates specifically that 
it is the intent of Congress that housing units not be declared substandard by 
reason of size alone. Another aspect which is important to mention is that the 
Wherry units to be acquired were specifically exempt from the substandard pro- 
vision of Public Law 241, and if S. 3484 is to be enacted, in the interest of equity, 
on the assumption that certain title 207 cases are parallel to the Wherry situation, 
it would seem logical that S. 3484 should be amended to make such 207 acquisition 
cases also exempt from the substandard provisions. 

While Defense witnesses indicate that the Turner City project provides only 
680 square feet per unit, our records indicate a square footage of 797. Further, 
there is attached to this memorandum an architect’s certificate just received 
which indicates 808 square feet. Of courSe, there may be some difference be- 
tween Defense criteria now and what it was when the project was originally 
approved but the record does not show this nor the reasons why. 

While the Department of Defense and the Air Force apparently no longer 
consider the title 207 units in question as meeting their current standard criteria, 
they obviously did at the time of the construction of the units. 

Attached also to this memorandum is a rather complete brochure of supporting 
data and background material which occasioned the drafting of S. 3484. This 
data seems to clearly indicate from documents dating as far back as 1950, that 
the Marine Corps, the Air Force, and the Department of Defense as well as the 
Federal Housing Administration considered the units at Turner City to be mili- 
tary housing; that they met the then existing criteria and were urgently needed 
(see exhibits A through F, inclusive). 

Exhibit A, the letter from W. J. McNeill, Assistant Secretary of Defense, dated 
September 8, 1950, in the penultimate paragraph of his letter, reads as follows: 

“(h) This project, or a better one, is urgently needed to house military per- 
sonnel of Turner Air Force Base. The base commander, Deputy Commander 
Second Air Force, and Strategic Air Command have all requested that action 
be expedited. Since it is understood to be one of those unusual projects near 
a base which would be insurable on its own merits; since time will be saved 
by processing it under title I1; since no increase in quality is to be expected in 
this case under title VIII; since the project was in process prior to the July 1, 
1950 freeze ; and since the sponsor has stated that no project can be built under 
the freeze limitations, it is recommended that the Commissioner determine such 
housing to be military housing in view of the justifiable military demand in 
the area over and above justifiable civilian demand.” 

Turner City is located not across the road from Turner Air Force Base, but 
immediately adjacent thereto. It is not part of any civilian community, The 
nearest civilian community is located 5 miles away. Turner City was. con- 
structed solely for the use of the military and unless the military use the project 
it would obviously have very little reason for continued existence. In view of 
the original certifications of need by the Department of Defense, and in view of 
the fact that the project is already constructed under the provisions of title 207 
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and not title VIII (Wherry) in order to provide the housing for military at a 
quicker date, it still appears that an injustice would be done if the title 207 
units affected by S. 3484 were not covered by provisions identical to that covered . 


by Wherry acquisition. 
Harry L. Wina@aAreE, Jr., 
Chief Clerk, Senate Armed Services Committee. 


J. E. Grermner Co. & AssocraTes, INC., 
Radium Springs, Albany Ga., May 19, 1958. 


References: Turner City Housing, Turner Air Force Base, Albany, Ga. 


Col. KennetTu BeLiev, 
Senate Armed Services Committee, 
Senate Office Building, 
Washington, D. C. 

Dear Sir: At the request of Mr. Tom Malone, one of the co-sponsors of the 
referenced project, we have today taken field measurements of typical dwelling 
units in the Turner City project for confirmation of the building area in square 
feet. 

For your information, the typical duplex building containing two 2-bedroom 
apartments in 67 feet, 4 inches long by 24 feet deep, or a total of 1,616 square 
feet’ per building or 808 square feet per apartment. 

These dimensions do not include porches or cornice projections but are actual 
dimensions of the walls of the living unit. 

Yours very truly, 
J. E. Grermner Co. & ASsocraTEs, INC., 
By Harry A. MacEwen. 


Supporting DaTa AND BACKGROUND MATERIAL FOR PROPOSED AMENDMENT TO 
Section 404, Pustic Law 1020, 84rH Conaress (8. 3484) 
Purpose 
The purpose of this legislation is to authorize the Secretary of Defense to 
acquire certain military housing units constructed under Title 207 of the Na- 
tional Housing Act and designated by the Federal Housing Administration as 
“military housing.” 


Pertinent data 

Pertinent data concerning Turner City Housing Project, immediately adjacent 
to Turner Air Force Base is as follows: 

(a) Location—off northwest edge of Turner Air Force Base. 

(b) The sponsors are the Turner City Corporation including W. D. Owens, Tom 
P. Malone, J. D. Whiting, and Richard Tift. 

(c) The project is composed of 300 two-bedroom units to rent at $62 per month; 
rental to include refrigerators, ranges, space heaters, cold water and ground 
maintenance. 

(d) The project is designed for occupancy by military and civilian personnel 
stationed at Turner Air Force Base, which is a permanent Air Force Base. 


History 

In the early days of 1950, upon inquiry and interest evidenced by the Air 
Force, the sponsors began: plans to furnish the Air. Force 300. two-bedroom 
housing units adjacent to Turner Air Force Base and identified:as Turner City. 
These plans were; brought to a point where the sponsors were ready to file for 
an FHA commitment -under section 207. A few days before this commitment 
was filed, a Presidential Order imposed a restriction of a 5 percent reduction 
in the amount of the Federal Housing Administration commitment unless such a 
project was designated by the Secretary of Defense as being a military necessity. 
This order was issued July 19, 1950. 

After several conferences between the sponsors, Mr. Franklin Richards, 
Commissioner of Federal Housing Administration, General Colby Meyers, and 
Colonel .John B. Elliott of the United States Air Force, a letter dated Sep 
tember 8, 1950, requesting certification was issued by the military to the Fed- 
eral Housing Administration, signed by Mr. W. J. McNeil, Assistant Secretary 
of.Defense. A copy of this letter is attached hereto and marked “Exhibit A.” 

Upon receipt of this letter, the Commissioner determined this ‘project to 
be “military housing” and a letter was written dated November 7, 1950, to 
the State Director of Federal Housing Administration; Atlanta, Ga., requesting 
that a commitment be issued to the sponsors of this project. This letter also 
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indicated the designation of this project as a “military housing” project and 
was signed by Mr. Clyde L. Powell, Assistant Commissioner. A copy of this 
letter is attached hereto and marked “Exhibit B.” 

Construction was begun on the 300 two-bedroom units on a 72 acre tract 
of land immediately adjacent to Turner Air Force Base on December 20, 1950, 
and completed January 21, 1952. 5 


Military occupancy and operation of same 


From the moment of completion, the project was operated solely for military 
and civilian personnel located at Turner Air Force Base. As a requirement of 
prior closure the officers of Turner City Corporation, said corporation being 
the development corporation of Turner City, were required to execute a Military 
Preference Occupancy Priority Statement on December 20, 1950. A copy of 
this statement is attached hereto and marked “Exhibit C.” 

On February 2, 1953, upon agreement of the Chief of Staff, United States 
Air Force, and the Commandant of the Marine Corps, a joint utilization agree- 
ment was drawn, and the conditions outlined in said agreement were carried 
out by the officers and management of Turner City Housing Project. This 
agreement was, in effect, a request that these units be utilized on a joint basis 
by Marine Corps personnel and Air Force personnel. The. management of 
Turner City Corporation concurred and carried out this request to the letter. 
A copy of this utilization agreement is attached hereto and marked “Exhibit D.” 

This project was operated as a military housing project, and even during 
the time of construction periodic reports were furnished the Department of 
the Air Force. A typical request for such a report is attached hereto and 
marked “Exhibit E.” 

After construction and during the period of operation, reports were furnished 
to the Department of the Air Force as to monthly vacancies and turnover of 
tenants, as indicated in a copy of a typical request relating to same and attached 
hereto as “Exhibit F.” 


Reasons for amendment attached hereto 


In Public Law 1020, the Secretary is authorized and instructed to acquire 
any Wherry projects located at bases where Capehart projects are to be built. 
The sponsors of this project feel that since this is a project where title 207 


was utilized by the military in lieu of title VIII in order to expedite critically 
needed housing and is a project considered and designated as “military housing” 
by both the Secretary of Defense and the Federal Housing Administration, they 
should be accorded the same measure of protection granted to owners of Wherry 
Housing projects under said law. 


Exuisit A 


FHA Case No. 061-00035 B 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., September 8, 1950. 
Mr. FRANKLIN D. RICHARDS, 
FHA Commissioner, 
Washington, D. C. 


Deak Mr. RicHarps: In your letter of August 23, 1950, to Assistant Secretary 
of the Air Force Harold C. Stuart it was requested that the Department of De- 
fense advise you relative to a housing construction project near Turner Air Force 
Base, Georgia. The Department of the Air Force has submitted, for transmission 
to you, the following facts and circumstances regarding this project: 

(a) Location: Off northwest edge of Turner Air Force Base. 

(b) The sponsors are the Turner City Corp., including W. D. Owens, Tom P. 
Malone, J. D. Whiting, and Richard Tift. The builder is Byck-Worrell Construc- 
tion Co. of Savannah, Ga. 

(c) The project is for 300 2-bedroom flats, approximately 797 square feet per 
apartment to rent at $62 per unit. Rent includes 6 cubic foot refrigerators and 
apartment-size ranges, cold water and grounds maintenance. No kitchen or ‘attic 
fans or laundry facilities are furnished. _Whether or not venetian blinds are 
furnished will depend on the commitment. Fifty thousand British thermal unit 
space heaters will be furnished. The tenant pays for fuel and energy for heat, 
hot water, cooking, light and power within the apartment. 

(d) The total rent including utilities the tenant pays will probably be in the 
vicinity of $70 to $72. 
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(e) Turner Air Force Base is a permanent Air Force base. 

(f) The project is intended for airmen. The ones who would rent in this 
project receive $67.50 per ‘month rental allowance. The lowest take-home pay 
in this group is about $240 per month; and the top is about $390 per month. They 
can pay the rent under normal conditions, but in some cases you will note that the 
rent approaches 30 percent of take-home pay not considering income taxes, which 
are minor in this group. The project is the same as Chatham Village. The dif- 
ference in monthly rent is $62 versus $48 for a 2-bedroom unit at Chatham Village, 
which appears high considering facilities furnished. It is higher than Air Force 
projects in the southeast, including two off-base. However, the sponsor states 
that the insuring office supports these rents. It is believed that the Commissioner 
should investigate the necessity for these relatively high rents and verify this 
statement of the sponsor. If this is the case, there is no reason to believe a 
Wherry project will do better, and housing is vitally needed. 

(g) The sponsors, as represented by Mr. J. Deming Whiting, have indicated 
their willingness to enter into.agreement with the FHA, satisfactory to both the 
FHA and the Department of the Air Force, at the time of closing, to assure 
priority or preference of opportunity in the occupancy of the housing project 
to civilian or military personnel. (including Government contractors’ employees) 
assigned to duty. at Turner Air Force Base. 

‘(h) This project, or.a better one, is urgently needed to house military person- 
nel of Turner Air Force Base. The base commander, Deputy Commander Second 
Air Force, and Strategic Air Command have all requested that action be expedited. 
Since it is understood to be one of those unusual projects near a base which would 
be insurable on its own merits ; since time wil be saved by processing it under title 
II as against title VXIX; since no increase in quality is to be expected in this 
case under title VIII; since the project was in process prior to the July 1, 1950, 

. freeze; and since the sponsor has stated that no project can be built under the 
freeze limitations; it is recommended that the Commissioner determine such 
housing to be military housing in view of the justifiable military demand in the 
area over and above justifiable civilian demand. 

The above information is presented to you in the hope that it will facilitate 
your determination of whether the project is eligible for exception under the 
July 1, 1950, freeze order affecting the loan-to-value ratio. 

Sincerely, 
W. J. McNEIt. 


Exuisir B 
NOVEMBER 7, 1950. 
Re Project 061-00035, Turner City apartments, Albany, Ga. 


Mr. R. E. MATHESON, 
State Director, Federal Housing Administration, 
Atlanta, Ga. 


Dear Mr. MATHESON: The Department of Defense has submitted to the Com- 
missioner the following facts regarding the captioned project : 

(a) Location: off northwest edge of Turner Air Force Base. 

(bo) The sponsors are the Turner City Corp. including W. D. Owens, Tom P. 
Malone, J. D. Whiting, and Richard Tift. The builder is Byck-Worrell Con- 
struction Co. of Savannah, Ga. 

(c) The project is composed of 300 two-bedroom units to rent at $62 per 
month; rental to include refrigerators, ranges, space heaters, cold water and 
ground maintenance. 

(ad) The project is designed for occupancy by military and civilian personnel 
stationed at Turner Air Force Base, which is a permanent Air Force base. 

(e) The sponsors have indicated their willingness to enter’ into agreement 
with the Department of the Air, Force at time of closing to assure priority or 
preference of opportunity in the occupancy of the housing project to civilian or 
military personnel assigned to duty at Turner Air Force Base. 

The Department of Defense has requested that the Commissioner consider 
this project to be military housing in view of the justifiable military demand. 

Pursuant to the foregoing, the':Commissioner has determined this project to be 
“Military Housing” and you are authorized to issue a commitment in. accordance 
with the administrative rules in effect prior to July 19, 1950, provided that your 
office determines this project meets. all the requirements of section 207 from. an 
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economically sound basis and that the rentals of $62 per month can be obtained 
and are in line with rentals in comparable projects on a competitive basis. 
Enclosed is copy of a letter of September 8, 1950, from Mr. W. J. McNeil of 
the Office of the Assistant Secretary of Defense, which is for your file. 
Very truly yours, 
_ CLype L. Powet1, 


Assistant Commissioner. 
Exuisit C 


MIMITARY PREFERENCE OccUPANCY PriorIry STATEMENT 


DECEMBER 20, 1950. 
To Federal Housing Administration and Department of the Air Force: 


The undersigned certifies that preference or priority to occupy the family 
units contained in the project dwelling or dwellings, to be covered by the mort- 
gage for which application has been made for insurance, FHA Project ,No. 061— 
00035-B, will be given to civilian or military personnel of the Army, Navy, 
Marine Corps, or Air Force and their immediate families (including Goyernment 
contractors’ employees) assigned to duty at Turner Field Air Force Base, near 
Albany, Ga 

TURNER CITy CorpP., 
By W. D. OweEns, 


President: 
Attest: 
[SRAL} Tom MALONE, 
Seoretary. 


Exuisit D 


UNITED STaTES MARINE Corps Depor or SUPPLIES, 
ALBANY, GA., AND TURNER AIR Force Bass, 
Albany, Ga., February 2, 1953: 


MCDS File: Ser—14/ghc 
TAFB File: 620 


Memorandum of agreement between the Marine Corps Depot of Supplies and 
Turner Air Force Base, Albany, Ga. 
Subject : Turner City title 207 housing project, joint utilization of 
References: (a) CMC ltr CSK-440-hce of 11Aug52 to CofS, USAF 
(b) USAF Memo of 25Aug52 to CMC 


1. By references (a) and (b), the Chief of Staff, United States Air Force, 
and the Commandant of the Marine Corps agreed that the three hundred (300) 
title 207 units in the Turner City housing project be considered a joint asset 
of the Air Force and the Marine Corps, and that the allocation \of these 
units be made on a proportionate basis determined by the number of: married 
personnel of each service qualified under the same policies as are applicable 
to title VIII housing projects. It was further agreed that the specific imple- 
mentation of this allocation agreement be a joint responsibility of the respec- 
tive local commanders, subject to review from time to time as the relative 
strengths of the two commands change. 

2. In compliance with references (a) and (b), the following agreement has 
been reached between the Marine Corps. Depot of Supplies and Turner Air 
Force Base relative to the joint utilization of subject housing project: 

(a) The number of units allocated to each command will be in direct pro- 
portion to, the total married military personnel, plus one-third of the married 
civilian personnel, including and above the rating of. GS—5. (graded), and 
quarterman, Wage Board grade 27 (ungraded), permanently assigned -to each 
command. 

(bv) A housing officer appointed by Turner Air Force Base and a housing offi- 
cer appointed by the Marine Corps Depot of Supplies shall, in cooperation 
with officials of the Turner City Corp., monitor the placing’ of personnel of the 
two commands in the Turner City housing project. 

(c) After quotas of housing for. each command have been established, based 
on paragraph (a) above, there will be a semiannual review of strength of each 
command as of 1 January and 1 July, and relative quotas adjusted accordingly. 

(d) In order to achieve maximum occupancy of subject project. by personnel 
attached to each command, it will be incumbent upon the housing officers to 


‘utilize their respective quotas as fully as. possible. In the event that one com- 


mand cannot utilize its full quota, the unassigned portion will revert to the 
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other command, until such time as it is again required by the former. In thé 
event that neither command is able to utilize its quota, the unassigned por- 
tion shall revert ‘to the manager of the Turner City Corp., until such time as 
again required by either command. 

(e) Adjustments ‘and readjustments in quotas of each command will be made 
by attrition. Under no circumstances will a change in quota of housing as- 
tg to either command be used as a basis for eviction of any tenant of Turner 

ty. 

8. Any additional policy. matters relative to the joint utilization of sub- 
ject project will receive the approval of both commands prior to implementation. 


’ R. P. RorrMan, 
Brigadier General, USMO, Commanding. 
JOHN J. EASTON, 
Colonel, USAF, Commanding. 


Exuisit E 


DEPARTMENT 0 OF THE AIR’ Foros HEADQUARTERS UNITED STATES AIR FORCE, 
Washington, D. C.,.May 28, 1951. 
AFMAI-3 


Subject : Monthly sapent of ‘the status of housing construction. 
To: Commanding Officer, Turner Air Force Base, Albany, Ga. 


1. It is requested that, beginning with April 30, 1951, a report be submitted on 
your title II, section 207 housing project in accordance. with AFR-93-7A (August 
25,1950) and AFR 93-7C (March 29, 1951). 

2. One of the reasons for this report is that it.will assist in obtaining defense 
order ratings for your project from the National Production Authority. 

By Command of the Chief of Staff : 

NorMAN J. CRANFORD, 
Lieutenant Colonel, USAF, 
Executive, Housing Office, 
Directorate of Installations, Office, Deputy Chief of Staff, Materiel. 
2 Incls: 
(1) AFR93-7A (25 Aug 51). 
(2) AFR 93-7C (29 Mar 51). 
Exnuisit F 
OcToBER 28, 1952. 
Re: Turner City, Title-II, Section 207, 
Housing Project, Turner AFB, Ga. 
Mr. J. D. WHITING, 
Post Office Bow 1163, 
Albany, Ga. 

Deak Sire: Your attention is invited to the inclosed copy of our letter to you, 
dated June 6, 1952, requesting the number of vacant units and turnover of. the 
tenants for.the month. »A majority of the AF title II project managers furnished 
the above information for the month of September prior to the 10th of October, 
however, we have not received the information on your project for the month 
of September. 

In our effort to keep your project in'a wholesome condition, the vacancy and 
turnover report is necessary. Any project manager should have the required 
information. at his finger tips, and it should not take more than 5 minutes of his 
time to fill out the form.and drop it in the mail. Your project may have no 
vacancies and very few turnovers, however, it is necessary for the control chart 
that is being compiled in this dffice to show the same type of information each 
month for all Air Force ‘housing projects. A copy of this chart is sent to 
each command and base commander each month with a letter requesting their 
assistance in filling the unit. The chart is not complete and cannot be mailed 
out until each project manager has reported. 

‘We will appreciate it very much if you will instruct your project manager to 
send the information, requested in the inclosed letter, to us as soon as possible 
after the last day of each month. 

Sincerely, 
RoseErt L. DuBosge, 
Lieutenant Colonel, USAF, 
Family Housing Group, 
Directorate of Installations, DCS8/O. 
ec: Project manager, Turner City, Turner AFB, Ga. 
Commanding officer, Turner AFB, Ga. 
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Mr. Arrineton. I would like to add, Mr. Chairman, that the Air 
Force anticipates a personnel increase at Turner Air Force Base and 
feels the housing project under its present operation should be before 
long fully occupied by lower grade airmen. 

nator SparKMAN. And it would not necessarily be competitive 
with the section 207 project? 

Mr. ARRINGTON. Pardon! The-section 207. 

Senator Sparkman. I say, it would not.necessarily be competitive. 
or unduly competitive with the section 207 housing. 

Mr. Arrrneton. It would serve a different category of personnel. 

Senator Sparkman. Yes. That is what I mean. All _ right. 
Thank you, gentlemen. We appreciate your help. The subcom- 


mittee will recess until 10 o’clock tomorrow. 


(Whereupon, at 12:20 p. m., the subcommittee recessed’ until 10 
a. m., the following day, Wednesday, May 14, 1958.) 
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WEDNESDAY, MAY 14, 1958 


Untrep Srates SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON Howstne, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:20 a. m., in room 
301, Senate Office Building, Senator John Sparkman (chairman of 
the subcommittee) presiding. 

Present : Senators Sparkman, Clark, and Bush. 

Senator SparKMaANn. Let the committee come to order, please. 

I think we had better start because we have a rather full program 
for today. I was waiting for some member of the minority to ap- 
pear. I have been notified that one or two of them will be late. I 
think, however, we had better start, and when they come in they 
catch up. 

We are going to have to change our order of witnesses a little bit, 
due to the fact that the witness on the first subject which we were 
going to take up, namely, urban renewal have not yet arrived. We 
have word that Mayor Dilworth is on a plane that is late and will 
not be until about 11:15 or 11:30. So we will move to the second 
item and hear from the Nationa] Association of Home Builders, from 
Mr. Nels Severin, president. 

Mr. Severin, if you will come around with such associates as you 
may care to have at the table with you, we have your prepared state- 
ment and we will be very glad for you to present the case in any 
manner you see fit. 


STATEMENT OF NELS G. SEVERIN, PRESIDENT; ACCOMPANIED BY 
CARL MITNICK, FIRST VICE PRESIDENT; MARTIN BARTLING, 
SECOND VICE PRESIDENT ; HERBERT S. COLTON, GENERAL COUN- 
SEL; AND JOSEPH B. McGRATH, LEGISLATIVE DIRECTOR, NA- 
TIONAL ASSOCIATION OF HOME BUILDERS 


Mr. Severtn. Thank you, Mr. Chairman and members of the com- 
mittee. 

I have with me today our first vice president, Mr. Carl Mitnick, 
and our second vice president, Mr. Martin Bartling, together with 
our general counsel, Mr. Herb Colton. 

r. Chairman and members of the subcommittee, as always, i* is a 
pleasure to have the opportunity to discuss with you legislative mat- 
ters affecting our complex industry. 

As you know, my name is Nels G. Severin. I am an active home 
builder from San Diego. I appear before you as president of the 
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National Association of Home Builders, which has approximately 
40,000 members, affiliated in 302 local.and State associations in every 
State of the Union.’ We estimate that our members build over 80 
percent of the-new homes in metropolitan areas. 

Before giving you the views of our organization on the bills you 
are considering, it occurs to me that you may be interested in a brief 
report on the results thus far of the recently enacted Emergency 
Housing Act, initiated by this subcommittee. 

This bil became law only a few weeks ago so there has not been 
sufficient time to form a conclusive judgment as to its effect. How- 
ever, all the ‘early evidence indicates little doubt that it has accom- 

lished—and will continue to accomplish—its intended purposes. It 

as been a primary factor in easing the supply of mortgage credit 
available to home buyers. It has again enabled purchasers to buy 
homes suited to their needs. It is having a stimulating effect on plans 
for new home construction, particularly. in the lower price ranges. 
Enactment .of the bill and the supplementary and collateral steps 
thereafter taken by, the housing agencies have completely changed, al- 
most overnight, the pessimistic attitude of our industry and of the 
lenders on whom we must depend. Of the utmost importance, these 
measures seemingly also have helped to'restore a measure of con- 
fidence to prospective home buyers. 

Our. Builders Economic Council has just completed a survey of 
builders’ intentions. for the coming year. Most of the reporting 
builders ‘are optimistic. Typically, they forecast that housing starts 
in their communities during 1958 will top last year by 10 percent. 
One of the most important findings of the survey is that the trend 
toward higher. priced brackets which has prevailed for the past 
several years appears to have been halted. Sharpest gains in plas 
for new starts occur in moderate-priced homes. As a result, the 
indicatéd. median. sales, price this year of $14,350 is somewhat lower 
than the 1957 median of $14,950. ‘This reduction is the result of 
changes in design rather than lower costs to the builder, which 
changes, I feel, were'made possible by the improvement in financing 
conditions. 

With your permission, I would like to submit for inclusion in the 
record a fuller summary of this survey. 

Senator SparkMAN. That will be included in the record at this 
point. 

Mr. Severin. Thank you. 

(The document referred to follows :) 


SUMMARY OF THE May 1958 Survey oF THE NAHB Buipers Economic CounciL 


Approximately 450 builders, members of the NAHB Builders Economic Coun- 
cil, have just reported on their plans and the outlook for home building in 
their communities. This survey, the fourth in a series, covered every size and 
type of home building operation in every part of the country. 

Most. of the reporting builders are optimistic. Three builders out of every 
five expect housing starts in their communities this year to exceed last year. 
Another 25 percent expect no change from. 1957 while only 16 percent foresee 
a decline. Typically, they forecast that housing starts in their communities 
during 1958 would top last year by 10 percent. 

The reporting builders were even more optimistic about their own operations. 
Better than 7 builders in 10 plan to build more this year than in 1957, while 
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1 in 10 expects no change and 2 in 10 ‘plant to cut back. Altogether, the report- 
ing builders started 28,000 new homes last year, plan to build 38,000 this 
year—an increase of a little better than one-third. The sharpest gains will 
be in the brackets below $15,000. ; 

Three-fourths say that the market for new homes at present is the same 
or better than it was at this time last year,.and two-thirds look for further 
improvement over the next 6 months. The strongest market pressure is in 
the lower priced brackets—58 percent say that the market for low-price homes 
is better than a year ago, 34 percent say. this of the market for middle-priced 
homes; and 21 percent say this of the market for high-priced homes. 

One of the most important findings of the survey is that the trend toward 
higher price brackets which has prevailed for the past several years appears 
to have been halted. In their own operations, the builders plan an increase 
in housing starts in every price bracket, but the sharpest gains are in moderate- 
priced homes. As a result,-the median sales price this year—$14,350—is some- 
what lower than the 1957 median of, $14,950. This reduction is the result of 
changes in design rather than lower costs ‘to the builder. In fact, the majority 
of builders: report that materials prices, labor costs and land costs are. the 
same or higher than they were a year ago. Financing costs, however, have come 
down. While builders are shifting to lower priced brackets, the typical new 
home this year will be larger than in 1957, since 39 percent plan to increase 
floor area in their typical 1958 model .against 16 percent who-are planning to 
build a smaller home. (The remaining 45 percent plan’ no change in size.) 

Reflecting rapid changes in mortgage money and consumer demand, and 
the new housing legislation, 3 out of. every 5 builders have changed their 
plans since the beginning of this year. Four-fifths of those who have revised 
their planned number of starts have raised.their sights, though about 1 in 5 
now expects to build fewer units than he had thought on January 1. Of those 
who have changed to a different price bracket, nearly three-fifths have shifted 
toa lower bracket. 


Mr. ‘Severin. The extension of the GI loan for World War Il 
veterans—coupled with administrative: revival. of the no-downpay- 
ment loan—has been particularly helpful. . GI loans ‘are becoming 
more freely available and, in some areas, at substantially improved 
prices. As a whole, however, prices on: mortgages have improved 
only slightly. and somewhat: more slowly than the changes in the 
money market would seem to warrant, In. spite.of limited supplies 
of available mortgages and limited demand for investment: capital 
from other fields of investment, mortgage investors in many cases 
are still seeking yields close. to the peaks of last year. 

For the first time since its rechartering in 1954, FNMA: has begun 
to sell loans from its portfolio at an accelerating pace and at con- 
stantly higher prices. This not only will provide funds to FNMA 
for future use in its secondary market operation when needed, but 
because this agency (to its great credit) is conducting its sales opera- 
tions with skill and considerable success, the pattern of its sales, 
gradually but firmly, is helping to pull the mortgage market back 
toward par. We believe this could be even more quickly accom- 
plished if FNMA would raise purchase prices in its secondary opera- 
tion in keeping with its increased resale prices, this reasonably 
reducing the spread between its purchase and its sales prices. 

I should like to direct the attention of the committee members to 
what I regard as a very interesting article on the subject of FNMA’s 
operations as it appeared in the May issue of House and Home maga- 
zine. I am sure that you would agree with me that this is a‘ very 
fine. operation of a Government agency and I should like to submit 
it for the record. 
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(The article referred to follows :) 
{From House & Home, May 1958] 
BAUGHMAN OF FANNIE MAY: Quiet MAN or MortTGAGE LENDING 


It takes more than $1 billion to excite J. Starley Baughman. The earnest 
man who heads the Federal National Mortgage Association is so used to a money 
spigot which alternately gushes and drips he could only shrug when Congress 
voted $1 billion in mortgage buying authority for Fannie May to virtually subsi- 
dize construction of low-cost homes. 

“It may stimulate’ housing and it may help the economy some,” he ventures. 
“Tt can’t help but offer competition to the priyate money market.” 

Which is about as controversial a' statement as Stan Baughman may ever 
utter, even in comment on one of the most controversial loan programs in mort- 
gage history. 

NONCONTROVERSIAL JOB 


For Baughman is something of a Washington anomaly for a man who holds a 
political appointment to a policy-making job. He is quiet—almost aloof. He 
avoids publicity. He does what seems impossible in Washington: an almost 
noncontroversial job of running a very controversial agency. This feat in an 
industry which dotes on squabbles, has led'some observers to call him colorless. 

Yet government pros will tell you that J. (for James) Stanley Baughman 
(pronounced Béckman) runs the tightest shop in Washington, that there could 
hardly be a more efficient Government agency than Fannie May. 

This may be surprising to the thousands of mortgage bankers, builders and 
realtors who have seen and met Baughman only briefly or listened to him drone 
through a speech on the convention circuit. 

Baughman looks like a railroad conductor: a bespectacled, paunchy and round- 
shouldered man of 60. He is not a glib conversationalist like his boss, HHFA 
Administrator, and FNMA Chairman, Al Cole. Nor is he an affable mixer like 
FHA Commissioner Norman Mason. 

But Baughman is a good administrator—so good, in fact, that he probably has 
no equal in the HHFA family. . Perhaps no other executive in Government hous- 
ing knows his own field more thoroughly. 

He is that rare example of a political appointee who came up through the civil 
service ranks, was finally moved into the top job in his field (by a Democratic 
administration) .because of knowledge and ability—not because of his political 
affiliation. 

Except for two years in Colombia as a trouble-shooter for an oil company, 
Baughman has spent nearly his entire life in Pittsburgh and Washington. He 
attended both Pittsburgh and Duquesne Universities, was in the building and 
loan business with his father, was an officer of the Thermatonic Carbon Co. for 
10 years and sold real estate. 

His Government career began in 1933 when he became Pittsburgh office man- 
ager for the Home Owners Loan Corp. He moved up to State director in 1935, 
went to Washington to head the Property Management Division in 1942: He was 
named HOLC General Manager in 1948, ‘planned the final liquidation of its port- 
folio. Before he could complete the job, he was tagged to be new President of 
Fannie May, then being rechartered and moved out of the Reconstruction Finance 
Corporation into HHFA. 

EIGHT YEARS OF CHANGE 


Fannie May has undergone much change under Baughman’s leadership. From 
a loosely run, personnel-glutted office, it has been slimmed down despite a steadily 
increasing workload. Between 1950 and 1956 Baughman slashed his staff from 
954 to 569. (It is now back to 671. But only 92 are in Washington; the rest are 
in 6 field offices.); In those same 6 years, Fannie May’s: portfolio increased 
127 percent in number of loans and. 150 percent in dollars. 

Another of Baughman’s first and most important jobs: He wrote and published 
guides for originators selling to Fannie May and those servicing for it, detailing 
precise procedures and forms. 

Baughman brought with him to Fannie May a coterie of trained men. At first, 
he added to fill key jobs but since then has replaced only two chief aids who 
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retired. Among his key staff members are his 2 special assistants: Harry 
Bivens, with Baughman since 1935 in HOLC, and Ed Wendell associated on and 
off with him since 1936. 

Since Baughman took over at Fannie May in 1950, the agency has earned the 
United States Treasury $240 million after paying all its administrative expenses. 
It has bought $3.1 billion in FHA and VA mortgages under its management and 
liquidation program; $1.8 billion under its secondary market operation and 
$119 million under special assistance. (Total: $5.45 billion, $1.45 billion since 
sold.) 

Baughman’s administrative success is not unnoticed. Says ene NAHB staffer: 
“We owe Stan Baughman a medal.” The Civil Service Commission and General 
Aceounting Office have lavishly commended Fannie May’s efficiency and manage- 
ment. . ' 
THE SIMPLE LIFE 


As one of the Government’s top housing men, Baughman earns $20,000 a year. 
But he lives as unpretentiously as his plain manner suggests. His home is a 
six-room brick house in a middle-class section of Montgomery County, Md. He 
rides the bus to and from work. 

His beige-painted and carpeted office on the southwest corner of the ninth floor 
of the Lafayette Building (also home to HHFA.and FHA) overlooks Lafayette 
Park and the White House. He works behind a sturdy walnut desk—well 
covered with books and papers, but not cluttered. An American flag in a stand- 
ard flanks the desk; pictures of the President, the Capitol, and Lincoln’s Tomb 
adorn the wall. He has four leather chairs, a semicircular sofa, and a lounge 
chair for visitors. 

Perhaps the best clue to Baughman’s character is the fact that he shuns the 
executive dining room where he could sit with other HHFA top brass.and have 
his lunch brought to him. Instead he joins four or five aids in the crowded 
employees’ cafeteria, invariably talks business. 

Baughman seldom socializes. He spends most evening hours at home reading 
or watching television. His only major recreation is golf. He is a member of 
the Kenwood Country Club, often plays both Saturday and Sunday—shooting in 
es ~ (His regular partner: Paul Hathaway, Fannie May structural standards 
chief.) 

MORTGAGE MARKETABILITY 


Baughman’s administration of Fanny May has not escaped criticism. Chief 
complaint of builders: the.agency rejects some FHA and VA mortgages on the 
grounds they are not sufficiently marketable. Builders argue Fannie May should 
buy any mortgage which is FHA insured or VA guaranteed. 

But Baughman disagrees. He wrote a detailed explanation of his reasoning 
earlier this year to Al Cole who has expressed concern over some of the com- 
plaints. Baughman reported that in November and Deceniber of last year 4.5 
percent of the 9,253 FHA and VA mortgages offered were rejected. He said: 

“TI think the fallacy of a policy of purchasing nny mortgage merely because it 
has been insured or guaranteed is self-evident. The fact is that Federal insurance 
and guarantees do not, per se, provide assurance that mortgages will be or should 
be generally acceptable to-all investors. 

“The corporate .charter requires, wisely I believe, that mortgage purchases 
under the secondary market operations so far as practicable shall be market- 
able—that is an essential principle because the purchased. mortgages must be 
resalable to enable FNMA to have adequate sources of funds to assure a 
continuing operation.” 

As a result of this policy, he insists: “Our portfolio is equivalent in quality 
to any private investor’s portfolio.” 

The proof lies in. Fannie May’s success in selling out of portfolio. Recent sales 
have been 1 to 2 points over the current market. 

og 60, Baughman.can retire in 2 years. But he isn’t sure when he may finally 
step out. 

If time is not certain; location is: he owns a lot in Lake Woarth, Fla.—his 
regular vacation spot—will build a home there when he retires. 


‘Mr. Severrn. I believe it is safe to say that, for the first time in 
at least 2 years, neither unavailability nor price of mortgage money 










































































































































































































232 HOUSING ACT OF 1958 


will be major problems in 1958. If present trends persist—and if 
builders, lenders, and home buyers conduct themselves with modera- 
tion and self-restraint under’ the favorable conditions which you 
gentlemen have provided—home building should be able to contribute 
to a sound economy to an extent some believed impossible a few short 
months ago. Hiden, what happens to the home munting industry 
will, in the end, be determined by the health of the overall economy. 
Home building by itself cannot lift or support a sagging economy. 
A breadwinner who fears he may soon lose his job is not a prospec- 
tive home buyer. If the cheering outlook for an industry which I 
have described is to continue, appropriate action must be taken with 
respect to the entire economy in time to check any serious economic 
contraction. 

There are some legislative matters which should still be considered 
to improve further the ability of our industry to function with maxi- 
mum effectiveness and with equal effect.in all areas. Indeed, a time 
like this—free of pressures to relieve immediate housing emergencies 
—offers a real chance to devote attention to what might be called 
perfecting amendments to the complex housing legislation. 

Several such are proposed in legislation before you. I shall touch 
on some of particular significance. 

1. Maximum mortgage amounts: For several years we have urged 
that the present FHA maximum mortgage of $20,000 for 1- or 2- 
family dwellings be increased, consistent with the increase in price 
levels which has occurred throughout the economy. You will recall 
that the original FHA ‘maximum limit was set in 1934 at $16,000. 
This represented a $20,000 home, which was fairly high-priced and 
available only to a family of quite substantial income, in terms of 
the 1934. économy. Not until.20 years later—in 1954—was the 
$16,000 limit increased and then only to $20,000. This is the law 
currently. 

A $25,000 house—at today’s cost still’ in the moderate price bracket 
—requires a downpayment of $5,000, while the downpayment for a 
$30,000 house leaps to $10,000 in cash. The suggested raise in the 
maximum limit to $30,000 would require a reduced—but still sub- 
stantial—downpayment. A $25,000 home would require a downpay- 
ment, of $3,480 and a $30,000 home, $4,980. 

Attached to my statement is a comparative table showing the effect 
of the raise on the downpayment. under various assumptions. I 
should like to have that made a part of the record. 

Senator Sparkman. That will be included. 

(The table referred to follows :) 
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Comparative table—Required downpayments on FHA sec. 203 family homes 





Existing law | _ 
FHA value Existing with $30,000 | ‘ Proposed 
, law ! maximum schedule * 
mortgage 
tai te on velsasteloads sie nhabarnavcaickinenureasna $300 $300 $300 
PC ibebs J gedssatddenyeuh potathcotdtadddabesveuaepuadat 405 405 405 
EN itera iieitiscnin.atih'w inns om Ssh isles sr attenpiahien an tceneaaieeladtan 480 480 455 
SER FRET EE SS Ue Bk SM 630 630 555 
Rieck advbhetonsashprabnbetonnnh oh abet dacnan teh 7380 780 655 
Oe a i a eens | Sea 1, 080 1, 080 755 
chillies adie odsthen Sis nigh bos sbiadpndwast tin ceweigh akin eke 1, 380 1, 380 855 
RI tices atten lietbite Aistineciacs «dich carat aleitindigeumnn adios 1, 680 1, 680 955 
in cul casaceuc is tcedebicéne paanndatecestctcdhstaekacea 1, 980 1, 980 1,055 
die, Sul Sood thienbinst bubaw nt somes) bade ~ aden 2, 280 2, 280 1, 305 
$22,000. -. 2, 580 2, 580 1, 555 
a 3, 000 2, 880 1, 805 
lida Sri ee cena’ niateehn caps i6cne ee acme aan 4, 000 3, 180 2,055 
$25,000. - 5, 000 3, 480 2, 305 
$26.000_. 6, 000 3, 780 2, 555 
le ot tate iden ds cn ie Abel ca dak den cad caanae dt alae 7, 000 4, 080 2, 805 
$28,000. . 8, 000 4, 380 3, 055 
NS Sl iii Rasen. be ei ceckiy ieee tide sie Dae 9, 000 4, 680 3, 305 
$30,000... 10, 000 4, 980 3, 555 
$31,000... 11, 000 5, 280 3, 805 
ott te ertob a a <> om tne dary wewad hin) dnauekemaiieam on 12, 000 5, 580 4,055 
Mees EY eS oi ies Jee a es 13, 000 5, 880 4, 305 
Es oldieb girth ais eed emi tincwnameice aaldcies that ticle 14, 000 6, 180 4, 555 
EE Dapcteh arid nani onsgy patadduhdocesanman weutiiaheete 15, 000 6, 480 5, 000 


11958 Emergency Housing Act: 3 percent of Ist $13,500. of value, plus 15 percent of the riext $2,500, plus 
30,percent of the excess above $16,000. Maximum mortgage, $20,000. 

23 percent of $13,500, plus 10 percerit. of next $6,500 of value, plus 25 percent of excess over $20,000. Maxi- 
mum mortgage, $30,000. am toa 


Mr. Severty. Even among the most prosperous families and with 
conventional financing, few persons purchase homes with the amount 
of cash now required under the FHA downpayment for a home in 
the $25,000 to $30,000 bracket. .The-current limit is therefore denying 
the benefits of the insured mortgage system to an increasing number 
of home buyers formerly eligible in the early days of the act. 

We therefore favor section 101 (S. 3399), which would increase to 


$30,000 FHA’s maximum mortgage ceilings for a 1-, 2-, or 3-family | 


dwelling under section 203. 

2. Aid to trade-ins: We strongly support section 102 (S. 3399) 
which would greatly help the owner of an existing home to use it as 
equity in buying a new home. A large and increasing portion of to- 
day’s home purchases involve exchanges of this nature—in our busi- 
ness, as in the automobile business—called trade-ins. Because of the 
technicalities of existing law, sucha transaction now involves 2 sepa- 
rate mortgages—the first when the builder: takes the home in trade 
and the second when he resells it—and 2 sets of closing costs and 
financing expense. These costs may aggregate anywhere from $600 
to $1,500, all of which must, in effect, be paid for either by the seller 


of the existing home on the trade-in (i. e., the purchaser of the new . 


home) or by the ultimate purchaser of the traded-in home. Section 
102 would save them this expense by eliminating one set of closing 
costs. It would do this by authorizing FHA to insure a loan on the 
traded-in house in the name of the builder in the. full amount which 
now is available only to an owner-occupant. The difference between 
the full amount and the lesser amount now available to the builder 
as a nonowner-occupant borrower would be held in escrow until such 
time as the builder resold the traded-in home to an owner-occupant. 
If the home was not sold at. the end of 18 months, the escrowed funds 
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‘would be applied to reduce to the nonowner-occupant amount the 
mortgage on the trade-in house. 

Everyone benefits. The builder is given an 18-month opportunity 
to sell the house which he has taken in trade, and thus has every in- 
.centive to place the house in the hands of its ultimate owner in order 
to transfer the mortgage debt and to obtain the escrowed mortgage 
funds; the home buyer is saved a substantial sum in closing costs; yet 
there is no increased risk to the lender or the FHA. 

We believe this amendment, while purely technical, will have a 
far-reaching effect in helping owners to exchange their outgrown 
existing homes for the larger and improved homes that the expanding 
families of many of them demand. It is essential to make the trade-in 
program work. 

3. FHA insurance authorization: Of course, we support the pro- 
vision in section 106 of additional insurance authorization to FHA for 
use during each of the next 5 fiscal years. FHA, in its 24 years of 
operation, has become the keystone of residential mortgage finance 
in this country, . We believe it is self-evident that a stable home build- 
ing industry should be able, without question, from year to year to 
depend on the availability of FHA financing without interruption. 

4. Rental housing for the elderly: We agree this type of housing 
should be the subject of a separate section of the bill. However, we 
do not believe that tenancy in projects built under such section should 
be institutionalized by exclusive provision for elderly persons. We 
therefore oppose the requirement of Section 103 of S. 3399 that entire 
projects be specially designed for, and limited to, occupancy by elderly 
persons. This, we believe, would create an unnatural environment 
which elderly persons do not want. Further, it is so inflexible as seri- 
ously to affect the economic soundness of these projects. 

e section should provide that a reasonable minimum (one-third 
of one-half of the living units in the project) be specially designed 
for occupancy by elderly persons. ; 

We also oppose the philosophy revealed by section 103 in limiting 
sponsorship to nonprofit organizations, This is the same theory con- 
tained in section 221; it simply will not result in the production of 
any significant number of projects. The planning and construction 
of buildings—regardless of intended occupancy—is the business of the 
building industry. Our productive economy operates as a profit and 
loss system. Rental housing operations under this section should not 
be confined solely to nonprofit corporations—a type of organization 
unsuited to sporisor:and develop or té invest in rental housing projects, 
Housing for the elderly should be open to the industry whose business 
it is to develop and build. 

5. Rental Housing: Rental housing is one of the areas in which much 
still remains to be done legislatively. There is a marked and increasing 
demand for rental housing and interest by builders in constructing it. 
Moreover, the improvement in the mortgage market which I mentioned 
earlier has renewed lender interest in loans under. section 207 and 
in some areas in loans on management-type cooperatives under section 
213. 

S. 3399 proposes to increase the statutory maximum on the interest 
rate on these loans. In principle, we believe that such increase in statu- 
tory authority is correct ; we believe it wrong in principle for the statu- 

tory ceiling to be set so far below section 203 that in times of tight 
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money, which we have recently gone through, rental loans disappear 
from the market entirely. 

However, we do not believe that, given such authority, the Federal — 
Housing Commissioner should increase the existing 414-percent- 
interest rate under sections 207 and 213. _We therefore support section 
104 of S. 3399 for possible use at some future time, when and if money 
conditions require. 

We believe that section 207 has.a far greater potential to. produce 
moderate rental housing than results to date would seem to indicate. 
We have said to this committee before that the fundamental require- 
ment is a realization by FHA and other administrative agencies con- 
cerned of their appropriate roles as cooperating partners with the 
building industry and that legislative enactment would remain ineffec- 
tive until some basic attitudes were changed. We are happy to re- 
port that a realization of this seems to be spreading and we believe 
that the er of increased rental housing production are very 
considerably improved. 

We believe it timely for the Congress to reconsider section 227 of 
the National Housing Act, which requires cost certification of rental 
housing under sections 207, 220 and other multifamily sections. This 
section tends to penalize the efficient builder by decreasing the loan 

insurable for him. in contrast to the loan available to a builder who, 
at the end of his job, can show expenditures even though they do not 
necessarily improve the value or soundness of the project. The section 
is complicated and places rental housing sponsors at the administrative 
mercy of the FHA local office by leaving the final determination of the 
amount of the mortgage until completion of the job, at which time the 
builder-sponsor has his money at risk and is in an exposed and danger- 
ous position, should the administrative determinations be arbitrary or 
unduly delayed. 

We urge that section 227 be restudied and, if its continuance be 
deemed necessary that at. least it be revised to provided that’ the 
mortgage shall not exceed actual certified cost if lower than the 
mortgage originally agreed to be insured. 

Further than this, we believe that if it be desired to remove ob- 
stacles,to rental housing investment, there must be carefully consid- 
ered the impact of the tax laws. Today—as in all forms of invest-. . 
ment—the investor evaluates the attractiveness of a rental housing 
project in terms of the return to him after taxes. In these terms, 
rental housing is unattractive compared to most other forms of in- 
vestment. At our spring board of directors’ meeting, which ended 
ery? it was suggested that the requirement that. FHA rental 

ousing projects each be separately owned by a corporation conduct- 
ing no-.other business deprived these projects of tax savings available 
to conventionally financed rental housing projects.. Accordingly, if 
it seems necessary—as it apparently is—that these projects continue 
to be owned by separate, controlled corporations, the Congress might 
consider providing that the stockholders of such corporations could, 
at their option, treat such corporations taxwise as partnerships. This 
would enable the stockholders ratably to report income and expenses 
of, and capital gains or losses from a disposition of, such projects as 
tax items on their individual returns. 

6. Urban renewal housing: We call the committee’s attention to 
the amendment proposed by section 108 (b) of S. 3399. This, as we 
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interpret it, would eliminate the 10-percent allowance to a builder- 
sponsor. The arguments in support of this provision and in support 
of the:provisions of section 108 (a) are to the effect that it will “elim- 
inate discrimination against so-called investor-developers.” It pro- 
poses to do so:by reducing the loan available to a builder-developer 
and increasing the loan available to a sponsor who does not build for 
himself, but contracts the construction to others. In the view of this 
association, such a provision is highly undesirable and marks a retro- 
gression from our goal of developing widespread builder interest in 
the urban redevelopment program. 

The proposed provision seems to us clearly to favor the very large 

romoter who in the arguments submitted in support of this section 
ws been called an investor-developer. In the short history of the 
urban renewal program, such large organizations have had a distinct 
advantage in land acquisition and if given the additional advantage 
of the proposed chnge, preempt the urban renewal program. We do 
not believe this program can long be maintained if it is to be carried 
out by a very few large so-called investor-developers. We believe the 
urban renewal program can only be successful if it is participated in by 
and has the support of local builder organizations of more modest size. 
We therefore strongly oppose this provision. 

7. Urban renewal relocation housing: Section 109 (S. 3399) pro- 
poses several amendments which we have urged for some time. These 
would (a) remove the prohibition against location of a section 221 
program in a community which has not requested it; (6) raise the 
maximum permissible mortgage in high-cost areas; and (c) permit 
the construction of rental housing under section 221 by builders for 
profit, in addition to the current limitation of that section to non- 
profit rental corporations. 

The first of these provisions would remove a needless restriction 
presently most burdensome in the very type of metropolitan area 
in which this section is intended to operate. Local communities have 
ample control over housing within their borders through zoning and 
building codes. It should be unnecessary to add the cumbersome and 
—e requirement now contained in the act. 

The second of these provisions raises the high-cost area limit to 
$12,000, recognizing realistically that a $10,000 top ceiling is entirely 
too restrictive in many areas at today’s cost levels, particularly in the 
larger cities in which the program is intended to operate. 

Finally, the third amendment proposed by this section recognizes 
the point I have made previously in connection with housing for the 
elderly—that is, that the American industry operates as a profit and 
loss system. The increasing interest among builders in sponsoring 
relocation rental housing under this section has been frustrated by 
the requirement under the act that they first interest a charitable 
or other nonprofit corporation as sponsor or that they themselves 
organize a sort of civic corporation specifically for the purpose. Safe- 
guards against overextension of this program are amply provided in 
the statutory requirements that it be confined to the number of units 
programed for each area by the Housing and Home Finance Agency 
and that occupancy priority be given to those families set forth in 
section 221. 

8. Federal National Mortgage Association: We support section 201 
which would increase to $20,000 the limit on the principal amount of 
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a mortgage eligible for purchase by FNMA in its secondary market 
operation. We believe this change is necessary and desirable to keep 
pace with the increase in construction costs and home prices. Even 
with the increase, we believe that the overwhelming majority of offer- 
ings to FNMA will be in the lower brackets and that FNMA will 
continue to purchase most of its loans in capital-starved areas in which 
the typical mortgage is on a lower priced home. However, the 
increase will remove an inequity which prevents FNMA from being 
effectively available in many areas and from assisting the market for 
slightly higher—although still modestly—priced homes. We believe 
that FNMA’s tetinenstilee administration—to which I earlier re- 
ferred—will continue to assure sound operation of the agency, re- 
gardless of the level at which the ceiling on eligible mortgages is 
placed by statute. 

We must again oppose section 202 (S. 3399), which would give 
FNMA authority to set purchase prices in its special assistance pro- 

am at less than par. It seems to us that if the Congress and the 
President deem it important to the well-being of the American econ- 
omy to require that Federal funds be used to purchase mortgages and 
to issue advance commitments for their purchase, it is equally impor- 
tant that such purchases have a maximum effect in improving the 
mortgage price level which gave rise to the emergency. The effect 
of an active special assistance program at par is currently being 
demonstrated. That effect woul have been far less had FNMA been 
authorized to buy at 95 or 96. FNMA special assistance is intended 
as strong medicine in situations where drastic measures are required. 
Its tonic effect should not be diluted. 

We recognize that the existing requirement for special assistance 
purchases at par gives rise to certain anomalies in that FNMA is 
currently buying both FHA 514’s and VA 4%4’s at the same price. 
Further, if the present improving mortgage situation should lead 
eventually to a decrease in maximum permissible FHA and VA 
interest rates, FNMA would very probably also issue its commitments 
to buy 5 percent and 41% percent, or possibly even lower loans at par, 
thus Seetna loans of 4 different rates at the same price. This, how- 
ever, is a result of the provision in the Emergency Housing Act which 
tied the VA rate to the FHA rate with a half-point differential. In 
our opinion, this recently enacted provision should be reconsidered 
and the Administrator of Veterans’ Affairs given the same authority 
with respect to interest rate as has been provided to the Federal Hous- 
ing Commissioner. 

Although we are not yet ready to present to this committee sugges- 
tions for a development of FNMA into what we call a central mort- 
gage reserve facility, I think the committee will be interested to learn 


that at our recently concluded directors’ meeting, a special committee . 


to study this subject was appointed. We expect to have specific rec- 
ommendations by October for action at our fall directors’ meeting. 
Our. tentative thinking covers the possibility of authorizing FN 

to “bank” mortgage loans for lenders by advancing a portion of the 
outstanding principal amount on the security of the pledge of the loan, 
as a function in addition to FNMA’s secondary mortgage operation. 
We feel also that the composition and authority of FNMA’s Board 
of Directors should be greatly strengthened. In view of the highly 
technical nature of the FNMA operation and its fundamental impor- 
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tance to the home building industry, we believe further study of these 
proposals is essential. 

In addition to these comments on S. 3399, I would like to recall for 
your consideration some suggestions advanced in a statement I filed, 
under date of March 4, 1958, in the course of your consideration of the 
legislation enacted as the Emergency Housing Act. 

irst, I called to the committee’s attention at that time that NAHB 
had long’ advocated a lower FHA downpayment schedule. Since that 
time, of course, the FHA downpayment schedule has been revised to 
require a downpayment of 3 percent on the first $13,500 of value, thus 
roviding very substantial stimulation to the construction of homes 
in. the lower priced range. However, homes in the typical moderate- 
priced brackets—that is, ranging up to about $20,000—have received 
considerably less benefit. We suggest that the subcommittee consider 
lowering from.15 to 10 percent the downpayment requirement on the 
bracket bteween $13,500 and $20,000. On the value in excess of 
$20,000, the downpayment should be lowered to 25 percent. 

Secondly, we suggested that consideration be given to extending the 
amortization period on,all FHA-insured and VA-guaranteed home 
loans from 30.to 40 years, as now provided for section 221 loans. This 
would lower monthly carrying charges about 9 percent, depending on 
the interest rate of the particular loan. 

Attached to my statement is an analysis of mortgage. maturities 
relating to the effect of such an amendment. I would like to submit 
it for inclusien in the record. 

Senator SparKMAN. That will be done. 

Mr. Severtn. Thank-you, sir. 

(The document referred to follows :) 


An ANALYSIS OF MORTGAGE MATURITIES 


The contract term of a mortgage is an important determinant of the amount 
of monthly payments:and hence the size of the mortgage for which a given 
borrower can qualify... It also -has,an important effect on the interest cost. of 
the loan. -Moreover, in conjunction with changes.in ‘the value of the home, it 
determines the rate at which the buyer will build up equity. However, the 
available evidence suggests that the contract term of a loan has little to-do with 
the actual life of the mortgage.: These four points are discussed in this study 
which sets forth the salient facts and considerations on mortgage maturities 
and in particular; a comparison of 'the 40-year mortgage with those of shorter 
terms. 

MONTHLY PAYMENTS 


As the contract term of a mortgage is extended, the monthly payments de- 
cline, but ‘at a.déclining rate. Thus, doubling the maturity from 10 to 20 years 
cuts the monthly payment on principal and interest by. about 37 percent ; doub- 
ling the term from 20 to 40 years cuts the payment. about 26 percent. At the 
end of the scale,. stretching the term: from 30 to 40 years would lower the 
monthly payment by 9 percent. This is shown graphically in chart 1. 

Of course, the other. parts of housing expense (taxes, heat, utilities, upkeep) 
would not be changed so that the reduction in total housing expense for mort- 
gage lending purposes would be:proportionately less. 

The assumed expansion of the mortgage term from. 25 to 40 years has the 
same effect oh the monthly payment as a reduction of 154 percent in the interest 
rate. Similarly, stretching the term from 30 years to 40 years would be equiv- 
alent to cutting the interest rate by nearly 1 percent. 

As an example (using approximate figures), the typical FHA new home 
buyer. in 1956 bought a home with an $11,000 mortgage carrying a 25-year 
term making: monthly: payments to principal, interest (4% percent and FHA 
premium of about $64.30. Adding in taxes and insurance, his total monthly 
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payment was about $81.70 and his full monthly housing expense as estimated 
by. FHA was $104.60. Had this hypothetical buyer obtained a 40-year loan, 
, his payment to principal, interest and FHA premium would have been cut to 
only $53.05—a reduction of $11.25 or 17 percent. His total monthly payment 
would now be $70.45, a reduction of 14 percent, and his total monthly housing, 
expense would be $93.35, a reduction of 8 percent. On these mechanical con-, 
siderations alone, the reduction of $11.25 in the monthly payment would have 
made, it possible for the borrower to have qualified for an additional mortgage 
'' amount of more than $2,000. 


Monthly payments per $1,000 mortgage amount at selected maturities and 
interest rates 


Interest rate 
Maturity (years) 


4% percent | 434 percent 5 percent | 5% pércent | 544 percent | 5% percent 


$10, 49 $1 
7.78 
6.47 
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INTEREST COSTS 


A given increase in the mortgage term produces a more than proportionate 
rise in the total interest cost of a loan if the loan is carried through to ma- 
turity. Doubling the maturity of a 5% percent loan from 20 to 40 years raises 
the total amount of interest paid per $1,000 of principal from $617 to $1,395— 
an increase of 126 percent. As chart 1 shows, successive extensions of the mort- 
gage term have less and less impact on the monthly payment, but an undimin- 
ished impact on the total interest cost. Thus, an increase in mortgage term 
from 30 to 40 years cuts the monthly payment by.9 percent, but increases the 
,. total interest cost through maturity by 40 percent. 

However, there are very important qualifications to this: 

1. If the loan is retired prior to maturity—as the vast majority aré—the in- 
crease in interest cost is lessened. For example, if retired in 10 years, the 
interest cost on a 40-year mortgage is only 4 percent more than if the loan had 
originally been made. for 30 years. Similarly, if the mortgage is retired at the 
end of 15 years, the interest cost.is only 8 percent greater on the 40-year 
mortgage; 

2. Even if the purchaser had paid all cash for the home, he would be incur- 
ring.a hidden interest cost, since deposit in a savings account (instead of in- 
vestment in the home) would have produced an interest return to him. 


Total interest paid if loan is retired in— 
Original contract term 


10 years 


Amount repaid to principal in— 
Original contract term 


15 years | 20 years | 25 years | 30 years 


$1,000 | . $1,000 
450 692 1, 000 
322 495 717 
175 269 390 
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LIFE EXPECTANCY OF HOME MORTGAGES 


In recent years, the overwhelming majority of mortgages have been retired 
prior to maturity. While there are no data which contrast the life expectancy 
of mortgages of different terms (FHA now has such a study in process), it is 
clear that. the actual life expectancy is substantially less than the contract 

The typical life of an FHA-insured home mortgage has been 8% years. This 
is based on an analysis of the more 'than’ 3 million home loans made under 
section 208 during the first 20 years of FHA experience (through 1955) and in- 
cludes loans of all maturities.. In recent years, the turnover in home loans 
has been below the rate in the mid-1940’s, so that the median life expectancy 
has risen somewhat. (Date through 1950 showed a median life of 74% years). 
This may be due in part to the shift to higher price brackets in which the 
turnover rate appears to be less than in lower priced homes. However, past 
experience has been that out of a typical group of 100,000 loans: 

At the end of 5 years, 30,000 have been retired ; 
At the end of 10 years, 68,000 have been retired ; 
At the end of 15 years, 85,000 have been retired. 

Only about 2,600 loans survive to the end of the 20th year. Of the total 
retirements through the end of the 20th year, 94 percent have been prepaid. 
Of the balance, one-half of the 1 percent have been foreclosed, and only 5 percent 
have gone through to maturity. 


MONTHLY PAYMENTS AND TOTAL AMOUNT PAID PER $1,000 OF MORTGAGE AMOUNT AT 52% AT MATURITIES 
OF 2 TO 40 YEARS 
Monthly Total amount 
payment paid 
$50 $2500 


paid 
(through maturity) 


2 5 20 «615 
Maturity (years) 
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PERCENT OF ORIGINAL MORTGAGE AMOUNT OUTSTANDING AT AGES OF 5S YEARS OR MORE 





Age of mortgage 


Total 
amount 
paid 


Monthly 
Years payment 
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Nore.—Based on a 5-percent interest rate. 
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LIFE EXPECTANCY® OF FHA HOME MORTGAGES 


Pea SR eeu Reeeareng Sree on Sites, grvep of 200,000 
based on Section 203 experience, 193 


100,000 100,000 


Terminations 
survivors at | 
the end of Titles Repaid at 
year Prepay- acquired by maturity 
ments mortgagees and other 
repayments 





97, 570 2, 412 
93, 029 4, 446 
86, 721 6, 188 
79, 091 7, 534 
70, 310 8, 691 
60, 906 9, 356 
51, 783 9, 097 
43, 793 7, 960 
37, 189 6, 578 
31, 608 5, 422 
27, 264 : 4, 162 
23, 642 , 6:2: 3, 537 
20, 644 ¢ 2, 895 
18, 051 9% 2, 580 
14, 793 5 2, 743 
12, 075 1, 746 
10, 432 , 643 1, 607 
8, 544 . 1, 800 
6, 205 2, 038 
2, 427 : 1, 205 
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Mr. Severin. This materia] shows, among other things, that a 40- 
year loan at-5 percent can be carried for $4.83 a month per $1,000 of 
mortgage—in contrast to $5. 85 for a 25-year term. As another ex- 
ample, a 30-year FHA loan in the amount of $13,500 requires monthly 
payments to principal, interest, and FHA insurance premium of 
$80.25. If this loan were made for a 40-year.term, the monthly 
pee to principal, interest, and FHA insurance premium would 

reduced to about $73. ($72. 96)-—a reduction of a little over $7 a 
month. Translated into income terms, this would mean that.a buyer 
could qualify. for this loan with about $30 a month less income on a 
40-year term than if he is required to carry the cost of a 30-year 
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term. The difference would enable thousands of good credit risks 
to buy ahd pay for their own homes. 

We realize, of course, that the same expressions of concern will 
greet this proposal from the same quarters as professed horror when 
the term of loan was extended by FHA and VA legislation from 20 
to 25 years and, subsequently, to the existing 30-year maximum. For 
that matter, I recall that somewhat the same headshaking greeted the 
original FHA legislation which lengthened to 20 years the then cus- 
tomary 10, 12, or, at most, 14-year loan. Each of these steps was 
radical in its day, but the result of these progressive extensions has 
been highly beneficial to home buyers and to our economy. We 
believe a further extension of term is again indicated at this time, 
particularly since it must be recognized that lenders will be slow 
to go to the maximum 40 years (if enacted), but may then willingly 
accept the 30-year mortgage, which they now regard as extreme. 

Thirdly, in the field of rental housing, you will recall that we 
eee reenactment of old section 210 of the National Housing 
Act to permit insurance of rental-housing mortgages. up to $500,000 
in principal amount at the same ratio of loan to value and the same 
maximum mortgage per unit as in section 207, but without the type 
of corporate control and Government intervention in corporate affairs 
imposed upon large projects by section 207. This suggestion is aimed 
at, releasing the large potential of rental-housing construction in 
smaller cities. 

We believe that section 207, except for the cost-certification formula 
to which I have already referred, needs little legislative correction 
to, make it effective for large-scale projects.. Rather, it needs sym- 
pathetic and efficient administration, which would recognize that FHA. 
insurance is intended as a means of assistance and cooperation in the 
construction of moderate-rental housing and -not as a disciplinary 
or police measure. The suggestion for legislation aimed at smaller 
projects would work to this end. 

The need for a device to finance smaller rental projects could, we 
firmly believe, also be met administratively by FHA if it would revoke 
its unreasonable restrictions on the use of 2, 3, or 4-family structures 
in rental groups. Traditionally, a very large part of rental-housing 
production has been of this type. Its restriction by FHA deprives 
the market of just the type of financing device which is badly needed 
and which is not supplied by the more cumbersome and elaborate 
section 207. 

At this time I want, also, to present to the subcommittee the 
vigorous opposition of the National Association of Home Builders 
to the attempt being made by a small group to amend the National 
Housing Act to tie the FHA Commissioner’s hands in determining 
which items of household equipment are acceptable for inclusion 
under an FH A-insured mortgage. 

Under date of January 4, 1957, the Federal Housing Commissioner, 
at the request of this committee, submitted an exhaustive and care- 
fully documented report on this subject. We do not believe the best 
interests of home buyers are served by the current attempt to force 
a return to outmoded and uneconomic practices in equipping a home 
with those items which have come to be regarded as an integral part 
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of the modern home. We believe FHA’s procedures are correct and 
in the interest of the home-buying public. Any limitation of the 
‘Commissioner’s discretion in this regard would be a serious backward 
‘Step. | 

HOME LOAN GUARANTEE CORPORATION ACT 


Finally, I am instructed by the executive committee of our asso- 
ciation to convey to you our views on the so-called Home Loan Guar- 
antee Corporation Act (S.2791). ,. 

In general, of course, the National Association of Home Builders 
favors any sound plan which would increase the effectiveness of widely 
used conventional lending. We are convinced that the typical home 
buyer cannot afford to. supply in cash the 3314-percent equity required 
over and: above a conventional loan and, hence, usually must resort 
to es ata financing. We believe, also, that FHA and VA 
financing should not preempt the whole market, but should accompany 
and supplement a thriving, effective, conventional lending system. 

I, therefore, regret we cannot support the Home Loan Guarantee 
Corporation proposal because, in its’ present form, it is confined ex- 
clusively to a single class of lender. Mortgage bankers, who constitute 
a large part.of the national mortgage system and the main source of 
mortgage lending for new construction in some areas; insurance com- 
panies, and savings banks are, in effect, precluded from operating 
under the bill. In the form in which S. 2791 was introduced, there 
are provisions which require a lender to buy and maintain ownership 
of stock equivalent to one-seventh of 1 percent of the loans owned 
and the loans serviced by it, and which limit eligible lenders to insti- 
tutions or organizations with a net worth of 1 percent of the total 
of home mortgages owned and serviced by them. These provisions 
will effectively bar lenders other than savings and loan associations. - 

Moreover, within the last day or ‘two, I have seen a draft of a 
proposal by the United States Savings & Loan League which in so 
many words requires that a lender be a member of the Home Loan 
Bank System in order to qualify for guaranty under the bill. 

We cannot support such a limited approach to the solution of the 
problem to which this legislation is addressed. 

These seem to us to be the high points in the voluminous legislative 
proposals now before you. I shall of course be glad to discuss any 
other item on which the subcommittee would like to have the views 
of NAHB. Also, I should like to ask permission of the subcommittee 
to submit any additional views which the association may have on 
matters arising during the hearings and which we have not had an 
opportunity to study prior to presenting our testimony. 

In accordance with the wishes of the subcommittee staff, we have 
appended a brief itemized list of the specific recommendations and 
positions of NAHB, which Ihave explained in detail in the course 
of my testimony. 

Thank you very much for your courtesy and attention and for the 
et to present the views of the home-building industry. 

Senator SparKMAN. Your list of specific recommendations will be 
made a part of the record at this point. 

(The document referred to follows::) 
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Nationa ASSOCIATION OF HOME BUILDERS 
SPECIFIC RECOMMENDATIONS 


I. We favor the following sections of 8S. 3399: 104, 106, 109, 201. 

II... We support the following: 

(1) Partnership tax treatment for section 207 rental housing corporations; ; 

(2) Revision of FHA downpayment schedule to provide 10 percent of value be- 
tween $13,500 and $20,000 and 25 percent in excess of $20,000; 

(3) Forty-year term for all FHA-insured and VA-guaranteed, home loans; 

(4) Enactment of simplified rental housing provision patterned after former 
section 210 of the National Housing Act, with same ratio of loan to value and same 


maximum mortgage per unit as in section 207 with $500,000 maximum principal 
amount. 


III. We oppose sections 108 (b) and 202. 

IV. We cannot support S. 2791 (unless broadened to extend its operations to 
lenders other than savings and loan institutions). 

V. We oppose legislation to restrict FHA’s discretion in including under its 
mortgage equipment items customarily included in the locality. 

VI. We recommend : 

(1) Revision of section 227. 

(2) A special section of the act to cover projects in. which a reasonable mini- 
mum (one-third to one-half of living units) are especially designed for occupancy 
by elderly persons to be available to private builder-developer corporations regu- 
lated by FHA (as in sec. 221). 

(3) Study and future action to convert FNMA into a central mortgage reserve 
facility. 


Senator Sparkman. Thank you, Mr. Severin, for your very fine 
and comprehensive statement. By the way, have you had occasion to 
see the committee print which is before us? 

Mr. Severin. I have not, sir. That is what I refer to in my final 
paragraph. I have not had a chance to, nor has any of our staff had 
a chance to look at that and we should like to reserve the right and 
request the privilege of coming back again. 

(The following was receiv ed for the record : ) 


JPPLEMENTAL STATEMENT WITH REFERENCE TO MMITTEE NT AND §S: 33% 
SUPPLEMENTAL STATEME With REFERENCE TO COMMITTEE PRINT AND §S: 3399 


This statement is filed by way of supplemental views in addition to those pre- 
sented in NAHB testimony before the committee on May 14. At that time we 
had not had the opportunity to study the committee print containing further 
proposed amendments to the National Housing Act. 

The committee print contains a number of suggestions with which this 
association is in hearty accord and to which we give our full support. In brief, 
therefore, we would first wish to make clear that on behalf of the home building 
indusry we very much favor enactment of the following provisions in the 
committee print: 

(A) FNMA purchase at par.—We firmly believe that the provision in section 
401 of the committee print should be given the approval of Congress. This 
amendment would make permanent the requirement that FNMA buy mortgages 
at par under its special assistance programs. Certainly the support which is 
now being given to the mortgage market would not be as effective if special 
assistance purchases were authorized at disc ounts, tending to further depress 
the mortgage murket. 

The use of the FNMA special assistance function -is in itself an indication 
that there is a need for special aid to a specific class or category of mortgages. 
An overriding public interest distinguishes the character of this FNMA assistance 
from: that generally offered under the secondary mortgage market function. 
Special assistance funds authorized by the administration or by Congress to be 
used for particular categories of mortgages are derived from Treasury financing 
not from private investment sources. Certainly no discrimination should ‘be 
permitted in their use through discounts in the FNMA purchase prices. 

(B) Urban renewal funds.—This association supports a continuing high rate 
of capital grant funds for the Federal urban renewal programs. While we defer 
to the judgment of Congress in determining the exact amount of money which 
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should be approved and the time-period for future continuation of the capital 
grant program, we are firmly of the opinion that it would be a mistake at this 
time to curtail Federal assistance. ; 

In large measure, the urban renewal and slum clearance programs have 
' begun to function locally only recently and their future rests upon a firm and 
continuing support by Congtess and the administration. This “seed money” will 
be returned manyfold to the communities and to the Federal Government as the 
slum properties are replaced: with new, tax. revenue-producing housing, com- 
mercial, and industrial projects. 

(C) Elderly family. housing.—We very much favor the changes made by sec- 
tion 105 of the committee print in the elderly family housing provisions of the 
National Housing Act. A new section 229, removing the provisions covering 
housing for the elderly from the sometimes restrictive thinking under section 
207, is most desirable. 

In addition, we fully believe that a limitation of 50 percent of such living units 
specially designed for the use and occupancy of elderly persons will make the 
section a much more workable vehicle,for mortgage financing and general use, 
This would in no way prevént projects from being completely designed for 
elderly family occupancy. For the first tine, however, this amendment would 
permit projects to be designed for elderly families desiring to live in an atmos- 
phere integrated with other families of different age groups and sizes. Certainly 
it is clear that not all elderly families wish to be segregated into projects which 
are wholly institutionalized. 

In our testimony presented on May 14, we emphasized that we very much favor 
the amendment which is also in section 105 of the committee print to make it 
possible for the section 229 elderly family program to be used by a mortgagor 
which is not a nonprofit organization. It is our view that there is no basic 
reason to limit this program to nonprofit organizations as has been done in 
previous legislation. Clearly there are opportunities in many areas of the 
country for profit organizations to become mortgagors of projects designed 
wholly or in part for elderly family occupancy. Moreover, in such cases and 
even where projects may ultimately become owned and operated by nonprofit 
organizations, it is desirable for the program to provide a means under which 
these projects may be organized and constructed by profit organizations. With 
FHA supervision and control over rents, priorities, etc., the basic purpose of 
the program will always be completely protected. 

We approve also of the provisions in the committee print which raise the 
maximum mortgage amounts and loan-to-value ratios for elderly family housing. 
The requirement for obtaining substantial equity investment from nonprofit or- 
ganizations is decidedly an impediment to the current program. The increase 
in loan-to-value ratios for nonprofit organizations and the requirement for 
minimum equity investment by profit organizations, therefore, should prove a 
real incentive for production of more housing for the elderly. Since these are 
by definition projects requiring special design, planning, and construction, the 
increased mortgage limitations are warranted for the program. 


PROVISIONS OF COMMITTEE PRINT TO WHICH NAHB HAS STRONG RESERVATION OR 
OBJECTIONS 


In addition to the matters mentioned above in which this association supports 
proposals in the committee print, we must register also strong reservation and 
objections to the following proposals to which our views are outlined below: 

(A) Cost certification changes.—The committee print in section 104 contains 
proposals similar to those in the administration’s bill, S. 3399. Our testimony 
submitted on May 14 contained in some measure our reasons for objecting to 
the proposed changes in cost certification together with our recommendations 
for changes which we feel would improve section 227 of the act. Essentially 
we object to the results which would be effected by the changes proposed in the 
committee print and the administration’s bill. Their net effect is to substantially 
improve the position of the large-scale redeveloper to the disadvantage of the 
local builders who may wish: also to participate in an urban renewal program 
in their community but who do not have the resources of the large-scale promoter. 
In response to questioning during the course of our testimony we have since filed 
an additional explanation of our views on cost certification. This will appear 
with our basic testimony during these hearings. <A copy is attached to this sup 
plemental statement. 
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(B) Public housing policy—We object strongly to the proposals for basic 
changes in the public housing policies of the United States as set forth under 
section 301 of title III in the committee print. It is the evident purpose of these 
proposals together with other provisions under title III of the committee print 
to promote the planning and construction of public housing in smaller projects 
and units so as to resemble as closely as possible privately owned housing. Par- 
ticularly it would appear that these changes in policy are designed to promote 
the planning and construction of public housing for smaller communities or 
suburban areas away from the heart of large metropolitan centers. 

Here, certainly, the promotion of public housing is in direct conflict with all 
of the other means of constructing and building private homes through private 
enterprise, for private occupancy and ownership and in accordance with pre- 
yailing neighborhood and community living standards and patterns. Con- 
troversy has always centered upon the construction of new, large scale low rental 
projects in the midst of slum areas of our larger cities and as part of an urban 
renewal program. But there is every reason to believe from experience and 
historical fact that low rental accommodations for home ownership are readily 
obtainable and provided by private enterprise in suburban areas and in the 
moderate smaller sized communities of the Nation. The attempt by proponents 
of public housing to direct this program into these areas is undeniably an 
attempt to make public housing an end in itself to accomplish or impose social 
purposes having little to do with the asserted objectives of the original public 
housing programs of 1937 and 1949. 

Further, we believe that for the first time in many years the Federal Public 
Housing Administration has begun to administer its programs in such a way 
as to provide the Federal Government with those protections and controls which 
are demonstrably needed in dealing with many local housing authorities. The 
shocking mismanagement which in recent years has been exposed by the public 
press more than warrants the careful scrutiny now given to Federal. relations 
and contracts with local housing authorities. No sound reasons have yet been 
provided, beyond bare and bold assertions, for vesting local public housing 
authorities with full responsibility for establishing rents and eligibility require- 
ments, for preparation of budgets and control of expenditures and. for permit- 
ting families beyond low-income limits to remain in public housing. Indeed, 
quite the reverse is the case. There is every reason to insist that the Federal 
Public Housing Administration pay even closer attention to the requirements 
of sound administration and control over local housing authorities. Recent news 
stories, some of which are attached to this statement, more than support this 
view. 

(C) New public housing programs.—There is neither need nor justification 
for continuance of the Federal public housing programs by addition of new 
authorization for 35,000 units as proposed under section 306 of the committee 
print. We object strongly to the continuance of authorization for public housing 
and the addition of this new program as set forth in section 306. Local public 
housing authorities throughout the country are frantically searching for means 
to continue their programs in the face of rising incomes and aroused community 
objections to new public housing projects. This is demonstrated by the failure 
of local authorities to take up the authorizations enacted by Congress over the 
past 2 years. Certainly a Federal program which meets with such strong local 
and nationwide opposition and which carries with it a continuing high Federal 
obligation for many years should not now again be extended. 


[From the Wall Street Journal, April 10, 1958] 


TAXPAYERS’ TENANTS—“PROBLEM” FAMILIES HIKE PuBLIc HouUsING UPKEEP, 
THREATEN NEW SLUMS 


RENT DELINQUENCIES HARASS HAMTRAMCK; UNION RULES, VANDALS. LIFT CHICAGO 
COSTS—ALCOHOLICS AND UNWED MOTHERS 


(By Ray Vicker, Staff Reporter of the Wall Street Journal) 


Cuicaco.—At the 15-story Governor Henry Horner tax-supported public-hous- 
ing project here, the windows open outward and upward like awnings. A 
favorite competitive sport of high-spirited lads on warm days is “atom bomb- 








248 HOUSING ACT OF ‘1958 


ing.” You drop a pop bottle from the. top floor, then count the number of 
windows it goes'through on the way down. 

In Toledo, Ohio, soaring maintenance costs threaten the solvency of public 
housing. High rental delinquencies form the central theme of one Critical 
report on the program in Hamtramck, Mich. In Cincinnati public housing folk 
are seeking to discourage baby production by unmarried females living in tax- 
supported ae and collecting bigger welfare-benefit checks for each new 
child. 

Public housing’s difficulties with “problem families”—welfare and police cases, 
alcoholics, the chronically unemployed and such—are widespread. These 
troubles boost mainténance costs, threaten to make‘slums of new projects and 
are hiking the project managers’ load: in a job which may not be easy under 
the best of circumstances, - 


Closer checks 

The Public Housing Adininistration, the Federal agency which funnels public 
housing, subsidies through about 900 lotal housing authorities scattered around 
the Nation, now is. making closer checks of management practices of these 
local authorities. PHA wants.to be sure taxpayers get their money’s worth 
for the $473 million the Federal Government already has invested in public 
housing through the subsidy payments. 

Chicago, Toledo, Hamtramck, Rockford, Ill.; and Zanesville, Ohio, are only 
a few of the communities where such studies have been made. Currently, other 
management reviews are; underway at Mineapolis, St. Paul, Cincinnati and 
various other places. 

In Chicago 22 public-housing projects are federally-supported to the tune of 
$3.9 million annually. At least $1 million a year is spent to cover waste, union 
featherbedding, mismanagement and tenant vandalism, says PHA’s Chicago 
regional office in one such review. 

In Washington, Abner D. Silverman, assistant PHA Commissioner for manage- 


ment, says nearly 200 management reviews have been made during fiscal 1958.. 


He explains that in 1957, PHA launched a comprehensive audit and analysis 
program, with every local housing authority due to get such a review once 
every 3 years. .He adds: “The recent study of the Chicago Housing Authority 
is an example of this new type of review and analysis. It is not an ‘investiga- 
tion’ but an overall administrative management analysis and study designed 
to permit PHA to discharge its responsibilities under the law in a fashion that 
will prove most helpful to the local housing authority.” 


Depression measure 

Public housing was first spawned in 1937 as a depression make-work measure. 
A subsidiary aim was to provide rental assistance to families in the lowest in- 
come group. City planners subsequently saw it as a slum clearance weapon. 

Social planners saw it as a sociological conveyor belt. Low income, poorly 
educated tenants—usually. former slum’ dwellers—would come into a project 
paying minimum rentals. They would have roomier, lighter, cleaner, better 
ventilated apartments and would raise their own moral and cleanliness stand- 
ards to match, the theory went. Incomes would rise until families exceeded the 
maximum allowed in a project. Rehabilitated families would move to new homes 
of their own. This would permit more low-income families to be attracted at the 
base to start the process over again. Good housing was supposed to reduce 
juvenile delinquency and. crime,’ promote stable family life and encourage an 
overall higher standard of living. 

The social planners who subscribed to these theories went awry in figuring 
that good housing automatically stimulates problem families into rising above 
their previous environment, public housing officials now admit. 

“Problem families merely recreate their old environment at the new site,” 
says one Midwestern housing man. Growing cynical, he adds: “It isn’t buildings 
that make slums. It’s people. Move those people from a slum to a new housing 
project and they'll create a new slum.” 

Mustering evidence 

Considerable evidence can, be mustered to show that, far from stimulating 
people to rise above sordid environments, public housing may discourage many 
from trying to better themselves incoméewise. They prefer subsidized housing 
to being forced to move elsewhere if their income rises. 

Under the Federal program, PHA underwrites loans of local authorities which 
build and operate projects. PHA then assists communities in paying off the debt 


~~ 
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through annual subsidies. Communities handle maintenance and operating 
costs from the rents they collect. 

Today this depression baby has grown into a sprawling giant. Over 1.7 million 
people now live in more than 425,000 federally aided low-rental units operated 
by various localities. Some localities add units of their own with State and city 
money exclusively, raising the total number of people now living in public housing 
to around 2.4 million. 

This year 35,000 more federally aided units are planned. And once again 
a recession is being cited as a reason for building public housing on a broad 
scale. 

“There is every justification for low-rent public housing to represent 10 percent 
of annual housing-unit production on a ‘continuing program’ basis,” says the 
National Association of Housing and Redevelopment. Officials, an organization 
of State and local officials headquartered in Chicago. Such a figure would mean 
eonstruction of 90,000 to 100,000 units annually. 

Flurry of interest 

There are now over 900 public housing authorities serving 1,225 communities, 
up from only 265 communities served in 1949. 

Recently there has been a further flurry of interest in public housing on the 
part of communities, say housing officials. 

“There are five localities in the Chicago region for which applications for new 
housing have been made since September 30, 1957,” says Brice Martin, assistant 
to the regional director for the Chicago region of PHA. “In addition, there are 
27 localities that have evinced an interest in getting housing.” 

The 10-State Chicago region now has 96 authorities engaged in public 
housing. 

There is no doubt, though, that many a city is having trouble managing the 
public housing it already has. 

Authorities blame a lot of their troubles on the fact that public housing 
attracts a high percentage of broken families, families with big broods of chil- 
dren by nameless fathers, other welfare cases and shiftless characters who pre- 
fer unemployment of work as long as Government agencies provide handouts. 

“We are becoming caretakers for problem families,’ moans one public housing 
official in Chicago, “Changes must be made in the setup of public housing :if it 
is to survive.” 

There are, of course, many hard-working, earnest low-income families in public 
housing projects besides the problem cases. But housing authorities note many 
of the former sour on their less respectable neighbors and move elsewhere. The 
problem families then tend to take over, threatening to make slums of the hous- 
ing developments. 

Maladjusted families 

Visit some of Chicago's housing projects and you see what a problem these 
maladjusted families can be. 

At Grace Abbott Homes, southwest of Chicago’s Loop, rags are stuffed into 
one. broken window of a 15-story building. Steel doors bar some entrances, for 
anything less strong might be kicked in by rambunctious tenants: Children are 
playing with automatic elevators, so you walk up several flights of stairs noting 
how some hall windows are sealed up to. prevent glass breakage. Light bulbs 
are frequently missing, while the jagged pieces of one broken bulb still remain 
in one hall socket. 

Cockroaches scurry along the floor. On upper floors there is an odor of urine, 
One tenant complains bitterly that her children can’t reach bathrooms in time 
when playing downstairs because elevators usually are undergoing repairs or 
occupied. 

Fire hydrant caps and hydrant control caps frequently are missing. Brass 
caps, worth $8 each, are stolen for sale to junkmen as scrap, explains one 
P. H. A. official later. 

Such conditions are underscored in. a six-volume report of Chicago Housing 
Authority operations released recently by P. H. A. 

“Vermin infestation is practically universal,’ says the report. ‘With some 
notable exceptions, tenant cooperation in maintenance is most lacking.” 

In one apartment building of recent vintage, cockroaches are so thick that they 
are clogging motors of tenant refrigerators, says the P. H. A. report. One in- 
vestigator tells of seeing bedbugs crawling on walls of the model apartment 
used as a demonstrator at Stateway Gardens development. 
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Control buttons 


Consideration is being given to bolting steel, plates over the button controls of 
automatic elevators. Holes would be ‘drilled so that “each control button can 
be pushed with a finger through a hole but the buttons cannot be damaged since 
they will be protected by the steel plates,” says a P. H. A. recommendation. 
Rowdy tenants now use hammers to knock off the buttons. Vandalism and tenant 
damages are costing C. H. A. at least $150,000 a year, says P. H. A. 

Release of the report is resulting in a rash of activity in public housing proj- 
ects in Chicago. “Many of the suggésted improvements already have been made,” 
says Alvin E. Rose, executive director of the C. H. A. 

Sheer size of some of the public housing authorities in large cities poses a man- 
agement problem. The New York City Housing Authority, swelled by city and 
state as well as Federal projects, now is a $1.1 billion empire consisting of 82 
public housing developments. Many of them are cities in themselves. Chicago 
values the land, plant and equipment of its public housing at $190 million. 

In projects of such size, management’s right arm may not know what the left 
arm is doing. This situation is ideal for strong labor unions to run up operating 
and maintenance costs through featherbedding and restrictive practices. 


Labor practices 


When P. H. A. dug into this situation at Chicago, it uncovered a long list 
of practices, including: 

Painters wash all painted wall surfaces while janitors wash only the tile, even 
though both surfaces are side by side. 

A carpenter must be used to replace a screw in a bracket. 

An electrician must be called to plug in a new refrigerator in an apartment. 

Removal of a hot water heater requires a plumber to disconnect the cold 
water pipe and a pipefitter to disconnect the hot water pipe. 

Glaziers install 6.5 window panes per day, though in Detroit glaziers handle 18 
panes per day. 

Thirteen janitors are employed 8 hours a day each in one project though time 
studies show five janitors could handle all the work on a 4-hour day. 

In some instances, electricians are used to replace light bulbs. 
A minor repair 

The sequence of operations in making minor plaster repairs to a wall behind 
the kitchen range is this: 

Inspection by the head janitor and preparation of work orders. 

The janitor sweeps out and removes debris. 

Inspection by plasterer to determine plastering work. 

Inspection by painter foreman to determine extent of painting. 

A visit by a pipefitter to disconnect the range. 

The janitor moves the range out of the way. 

The plasterer and a helper repair the wall. 

A painter washes and paints the wall. 

The janitor moves the range into place. 

The pipefitter reconnects the range. 

Janitor cleans up. 

Chicago’s public housing problems may be worse than average. Yet the city’s 
difficulties illustrate the situations now facing many authorities in other cities. 

Pointing in the direction of the LeClaire Courts housing project which 
ironically is almost in the backyard of his real estate agency, Ralph Finitzo, 
bespectacled and graying Chicago home builder, says: ‘“That’s the biggest slum 
in this whole area and it is only a few years old.” 


Newspapers and tin cans 


Slipping behind the wheel of his 1957 Buick sedan, he drives through the 
project. Newspapers blow across a lawn. Rusty tin cans lay beside one front 
door. But a new coat of paint lends a bright touch to the two-story apartments 
built with monotonous regularity on the site. 

“We took so many photographs of this place to show people how a new slum 
was created that the Chicago Housing Authority got tired of it,” says Mr. Finitzo, 
past chairman of the National Association of Home Builders’ public housing com- 
mittee. “Recently CHA sent a crew of painters down here and slapped fresh 
paint on the buildings.” 

In another Chicago public housing project, an unmarried woman with four 
children by four different men lives in a tax-supported apartment while drawing 
aid-to-dependent-children checks from the welfare department. 
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A Chicago social worker expresses surprise when queried about that case: 
“Such cases are so common I don’t know why you are asking about this one,” 
she said. Then she tells of another woman with an even larger family of children 
by different fathers. 

“There are'6 or 7 children, I’m not sure which without checking records,” says 
this social worker. “Now the eldest girl in the family is pregnant, too, father 
unknown.” 

The CHA claims it seeks to discourage illegitimacy in public housing projects. 
Says a spokesman: “When a woman with children applies for housing she is 
given a form to fill out. On this she must list her children and their fathers. 
If there is more than one father she may not be admitted. However, if it appears 
that the pattern has been stopped, she may be admitted. She will be evicted 
automatically should that pattern be resumed again.” 

In Cincinnati the Metropolitan _Housing Authority allows a mother with 
illegitimate children to enter housing. But it takes a count of the children and 
has mothers sign a statement that if another child pops up without a marriage 
license the family will be subject to eviction. 


“Interfering with their rights” 


“When we first launched this program there were some complaints from women 
that we were interfering with their rights,’ says Harry L. Reece, executive 
director of the CHA. 

Problem families not only hike maintenance costs, they may cut revenue. 
The theory of public housing is predicated on having a spread of tenants in 
various income brackets, with those in the higher brackets carrying more of a 
load than those in lower barckets. If you earn more, you pay more. , If you 
earn more than the top limit, you move. 

Thus, in Chicago, the minimum rent is $31 a month for the family with an 
income of $1,705 a year or less, while the maximum rént is $96 a month for the 
seven-person family earning $5,750 a year. To enter a project, the 1- or 2-person 
family must earn no more than $3,600 while larger families must earn no more 
than $3,800. 

But the housing authority finds that problem families are more heavily ¢on- 
centrated at the low end of the income scale. Once in a project they may not 
try to increase incomes, yet they cling to subsidized apartments harder than the 
diligent families. 


Upsetting the theory 


Today, 50 percent of tenants in Chicago’s projects are paying minimum rents. 
This upsets the “cross sectional” rent paying theory. There aren’t enough renters 
at the upper end of the scale for total rents to carry the operations load. 

“The current financial picture of the CHA operations: holds the threat of 
insolvency,’ warns PHA in its management review of Chicago projects. It urges 
that “selection of tenants be made from an income grade which will provide 
tenant families of such incomes which will help to achieve and maintain a 
representative cross section of low income families and produce more revenue.” 

A deficit of nearly $500,000 is estimated for CHA in the curent fiscal year, a 


figure which will rise to $1.2 million in fiscal 1960 if steps are not taken to correct 
difficulties, says PHA. 


[From the New York Tinies, March 26, 1958] 
“SHOOK” YOUNGSTERS SPRING FROM THE HOUSING JUNGLES 


This is the third of seven articles on the city’s school students and their back- 
grounds and delinquency problems. 


(By Harrison FE. Salisbury) 


Most visitors to the Fort Greene Houses in Brooklyn prefer to walk up 3 or 4 
flights instead of taking the elevator. They choose the steep, cold staircases 
rather than face the stench of stale urine that pervades the elevators... Nowhere 
this side of Moscow are you likely to find public housing so closely duplicating 
the squalor it was designed to supplant. 

The Fort Greene project houses more than 3,400 familites. It is described as 
the world’s largest public housing project. It is also described as a $20 million 
slum. The epithet is a fitting one. 





252 HOUSING ACT OF 1958 


In recent years two slayings have occurred on Fort Greene’s doorstep—the 
“stomping” to death of an adolescent gang member and the fatal knifing of a 
sailor by teen-agers. 

Low-rent public housing projects, the dreadful 100-year-old tenements of the. 
lower East Side, the brownstone barrens of the upper West Side and the slum 
jungles of East Harlem are prime breeding places of the stresses, the strains 
that produce New York’s “shook-up” generation. 


ALL SOCIETY AFFECTED 


These are the areas of constant population shifts and currents. 

Into these areas have: poured a heavy percentage of the more than 300,000 
Puerto Ricans who have emigrated here in the last 7 years. Into these areas 
have gone many of the 300,000 Negroes who have settled in the city in the same 
period. Here are to be found displaced and shifting white ethnic groups. 

Vast sums of public funds and enormous social energy are being mustered to 
combat: the degenerative effects of this corrupt and rotten environment upon 
adolescents. 

“Shook-up,” or disturbed, youngsters are to be found in all strata of society. 
They come from well-to-do areas and middle-class homes as well as from the 
ragged barracks of the poor. 

But the heavy concentrations are found in areas of deprivation. Here the 
worst gang phenomena are found—the communicable conduct patterns that 
poison the educational system and infect many other institutions, private and 
public. 

Many New Yorkers have the comfortable feeling that slums are a thing of the 
past. They whiz down the Franklin D, Roosevelt (East River) Drive and gaze 
at the phalanxes of new structures. They congratulate themselves upon the 
elimination of squalid surroundings against which Jacob Riis labored a lifetime. 

They spin along Gowanus Parkway and admire the neat rectangular buildings 
of Red Hook Houses. From the windows of the New York Central and New 
Haven commuting trains they marvel at the new brick towers that fringe the 
litter of East Harlem’s tenements. 

What they do not know until their nostrils ferret out Fort Greene's fetid story 
or until they see the inside of some apartments at Marcy Houses or St. Nicholas 
Houses is that in only too many instances the slums have merely been 
institutionalized. 

The slums have been shut up within new brick and steel. The horror and 
deprivation have been immured behind those cold new walls. 

The new tenants have not been prepared to live in their flats, nor have the 
neighborhoods been prepared to receive the new people. Chaos, conflict, confu- 
sion have inevitably resulted. 


NEW EVILS CREATED 


In a well-intended effort to solve one social ill the community succeeded in 
intensifying other evils and in creating new ones. 

Admission. to low-rent housing projects basically is controlled by income levels. 
Thus, these monstrous aggregates in which 1 family out of 20 in New York 
City now lives have tended to become new-style ghettos. Segregation is imposed 
not by religion or color but by the sharp knife of income or lack of income. 

What this. does to the social fabric of the community must be witnessed to be 
appreciated. 

The able, rising families are constantly driven out as their incomes cross the 
ceiling figures. -At the intake end the economic and social levels tend to drop 
lower and lower as inflation waters down the fixed-income levels. In some 
housing projects a majority of families are on relief. 

At Red Hook Houses relief cases constitute about 25 percent of the 2,900 
families in the project. 

By screening applicants for low-rent apartments to eliminate those with even 
modest wages the new community is badly handicapped. It is deprived of the 
normal quota of human talents needed for self-organization, self-discipline and 
self-improvement. A human catchpool is formed that breeds social ills and 
requires endless outside assistance, 

Indeed. the trouble starts long before. 
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DICKENS’ WORDS RECALLED 


If you examine an old slum area on the lower East Side you will see the kind 
of housing conditions about which Charles Dickens wrote in his American notes 
more than 100 years ago: 

“What place is this to which the squalid street conducts us? A kind of square 
of leprous houses, some of which are attainable only by crazy wooden stairs 
without: What lies beyond this tottering flight of steps that creek beneath our 
tred—a miserable room, lighted by one candle and destitute of all comfort save 
that which may be hidden in a wretched bed * * *.” 

Such a description is valid today for the miserable lodging houses adjacent to 
the lower Bowery and in the neighborhood. of Chrystie and Forsyth Streets, which 
are the first American resting places for many Puerto-Rican families. Here a 
6-by-14 room without bath, water or toilet rents for $8 a week. 

But bad as are these living conditions they have one advantage not to be found 
in some low-cost housing projects. 

“Even a ghetto,” notes the Reverend Jerry Oniki of the Church of the Master, 
“after it has remained a ghetto for a period of time builds up its. social structure 
and this makes for more stability, more leadership, more agencies for helping 
the solution of public problems.” 

But when slum clearance enters an area it does not merely rip out slatternly 
houses. It uproots the people. It tears out the churches. It destroys the local 
businessman. It sends the neighborhood lawyer to new offices downtown and it 
mangles the tight skein of community friendships and: group relationships beyond 
repair. ; 

It drives the old-timers from their broken-down flats or modest homes and 
forces them to find new and alien quarters. And it pours into a neighborhood 
hundreds and thousands of new faces—often of a race or nationality different 
from that which lived there before. 

This is a human revolution. But too often the social effects, are ignored., 

The lines for conflict between new residents’ and the old are drawn at a time 
when agencies that might conflict and ease transition have often been destroyed. 

“Wherever you have great population mobility and disrupted population areas,” 
reports Hugh Johnson, the director of street club. work of the New’ York City 
Youth Board, “gangs spring up to replace the broken stability of the group. 
Wherever the pattern of life breaks down kids form gangs.to give themselves a 
feeling of protection and stability.” 

The process is intensified because housing projects inevitably set up what. the 
Chicago sociologist Frederic M. Thrasher calls “interstitial areas’’—lacings of 
different ethnic and social groups that generate conflict and growth of gangs. 

Color is not a primary cause of such conflict—although it may play a secondary 
role. This is attested by the experience of Walter J. Weinert, director of the 
Riis Community Center in Red Hook. 

Before Red Hook Houses were built nearly 20 years ago the neighborhood ‘was 
predominantly Irish-Italian. The first tenants of Red Hook Houses were mostly 
Jewish. Conflict quickly broke out between native Irish and Italians and the 
incoming Jewish residents. There was hostility on the part’ of adults and gang 
fighting by adolescents. 

THE CASE OF RED HOOK 


Today the population of Red Hook Houses has changed completely. It. is 
largely Negro and Puerto Rican. But the hostility persists. 

The ethnic lines have changed. The combat has not. The Negro leader of 
one Red Hook gang learned street fighting as .a member of an Irish .neighbor- 
hood group. The Puerto Rican leader of another was recruited to the gang by 
an Italian group. But now geography and housing pits Negro and Puerto Rican 
against Irish and Italian. 

Some social observers believe that the gang warfare of adolescents mirrors 
adult antagonisms between new and old residents of a neighborhood. And, occa- 
sionally, adults become directly involved when one of the street gangs starts 
who they call ‘“mother-and-father stuff.” This means random attacks by .a 
predominantly white gang upon any Negro, adult or child, found on the “turf” 
of a rival predominantly Negro gang—or vice versa. 

The Red Hook neighborhood is comparatively fortunate. It has a well-run 
community house. It has Youth Board street gang workers. It has a Catholic 
Youth Center. But these agencies stepped into the breach because of lack of 
leadership or organizational abilities on the part of residents. 
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Only now—20 years after the housing project was erected—the Youth Board 
is trying to get a community organization going that would bridge the gap 
between project residents and natives. 

Other areas are deserts so far as social facilities are concerned. Perhaps 
the worst is the Bedford-Stuyvesant area of Brooklyn. 


NO SOCIAL CENTERS 


In the heart of this slum area there are no community centers for the des- 
perately poor and deprived residents. There are few churches of the ¢onven- 
tional type but within two blocks of the 79th Precinct Police station there are 
more than 20 of the store-front variety. 

Here the only facility available to take adolescents off the street is an im- 
provised “lounge” set up by the Youth Board in a couple of converted stores, 
It is a dismal place of concrete and scarred beaverboard with a bare linoleum 
floor, a borrowed portable phonograph and a couple of table tennis courts. 

But as one youngster said : 

“At least the police don’t beat us up when we get together in here.” 

Heavy police reinforcements have been concentrated in this area for some 
time because of the violence of gang outbreaks. When a squad car spots six 
or eight adolescents .on a street corner they are ordered to move on, often with 
the encouragement of night sticks. 

In contrast, the lower East Side as an old slum area has a variety of active 
and energetic social agencies organized in LENA (Lower East Side Neighbor- 
hood Association). _Such the same is true of the Chelsea area, where the Hud- 
son Guild Neighborhood House has actively met the problem of changing neigh- 
borhood composition. 

But in general, as Mr. Oniki points out, there is little central planning in 
social work. The areas of greatest need are often neglected. Churches tend 
to cater to their own congregations and with rare exceptions (such as the 
parishes of Trinity Protestant Episcopal Church, East Harlem Protestant Parish 
and a group of upper East Side churches) the churches are reluctant to assume 
responsibility either for the whole. community in which they are situated or 
for any deprived areas elsewhere. 

Only the Pentecostal pastors seem interested in whether Bedford-Styuvesant 
livess by the Gospel or not. 

Housing projects are rammed into one neighborhood after another. The 
primary concentration is on providing new walls, floors and ceilings at the 
cheapest possible cost. But the social consequences are bypassed. 


YOUTH BOARD EXPERIENCES 


Ralph Whelan, director of the New York City Youth Board, reports that 
experience shows that there is an invariable rise in delinquency rates in the 
first 6 to 18 months of any new housing project. 

Social scientists are convinced that most, if not all, destructive effects accom- 
panying poulation changes can be avoided by proper planning, proper condi- 
tioning of the new populations and the old. 

But such efforts are usually omitted or are carried on in so primitive and 
ineffectual a manner that, for example, children are permitted to turn the 
elevators of Fort Greene into public toilets. 

Perhaps Fort Greene provides accommodations as good as the typical small 
flat near the docks in Red Hook. But the Red Hook dock area has a structure 
of a kind that most projects lack. There the candy store proprietors know the 
youngsters who hang out in their shops. There is an unwritten but well under- 
stood agreement between gang youngsters and businessmen. 

Bad actors are kicked out of the candy stores. They must stay out for a 
month or even 3 months. And the gangs will not support the mavericks. It is 
too cold on the streets at night. If there is a “bad” candy store in the neighbor- 
hood (and there was one, described as a “real old-fashioned New York candy 
store’—a bookie joint, a place where you could get narcotics, bootleg whisky and 
liquor during Sunday closing hours) the parish priest knows about it and sees 
that the police close it. 

Conditions in these areas are no secret to the agencies that must deal with 
them. The youth board is active in 15 metropolitan areas. It is working with 82 
street groups and is actively concerned about a total of 100. It thoroughly 
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understands the relationship between the composition of a neighborhood and the 
social problems that result. 


The problems may not be so bad as they were generations ago. Indeed, 
Capt. Frederick J. Ludwig, commanding officer of the Police Juvenile Aid Bureau, 
reports that New York City’s peak arrests of juvenile and adolescent criminals 
occurred in the 1910-20 decade—another period of social change and mobility. 

But figures of recent years show a steady rise in all delinquency indexes. They 
also show a patterned spread through the city, a spread from the most de- 
prived areas into those of greater well being. Last year, Captain Ludwig’s fig- 
ures show, there were 16 New York police precincts with more than 1,000 arrests 
and referrals of adolescents—6 more than the previous year. 

There were more than.56,000 arrests and referrals of juveniles and adolescents 
in New York City last year—a_rise of 4,500 over the previous’year. In part the 
total may be attributed to greater community concern with youth problems. 

But no matter how explanations differ there is no question but that the 
number is a shocking one for the. world’s richest comiiunity. Particularly since 
a substantial segment of the problem is the product of a compartment-like ap- 
proach to social thinking and blindness to social realities. 

Senator Sparkman. I thought you might have reference to that. 
Also you will have the privilege of submitting any comment you care 
to make on that or any other matters before us. Senator Bush? 

Senator Busy. On page 17, Mr. Severin, just below the middle of 

: page it, J 
the page you get into this question where you say : 
We do not believe the best interests of home buyers are served by the current 
attempt to force a return to outmoded and uneconomic practices in equipping 
a home with those items which have come to be regarded as ah integral part 
of the modern home. 
Will you expand on that and tell us what you mean ? 

Mr. Severin. I would be glad to, Senator. First: of all, you are 
probably aware of the effort I am talking about of restricting the 
Commissioner’s right to include such items as stoves and perma- 
nently attached ovens and garbage disposals, and even to window 
shades and blinds. These are items which in modern living everyone 
apparently desires and must have. The system of allowing them to 
include this in a mortgage of many, many years rather than the 
former method for finaneing it over a period of maybe 3 years at the 
maximum, is certainly a beneficial thing and a less costly way of 
financing them to the home buyer. 

Senator Busn. In other words, you would favor the inclusion of 
window shades and other perishable or nearly perishable items like 
that in a long-term mortgage of 40 years such as you are now advo- 
cating. Is that what you are saying ¢ 

Mr. Severtn. Perhaps I should not mention the window shades 
but by custom this is one thing which has always gone into our new 
house. In a sense it is perishable. 

Senator Busy. Has the Commissioner been excluding those under 
existing legislation ? 

Mr. Severw. No, sir. They are now a requirement in a completed 
house, and I think properly so. I would like to direct your attention 
to an article that appeared in House and Home magazine in Septem- 
ber 1956, which very clearly sets forth the problem that is involved 
and I think gives the pros and cons. I think you might find it of 
interest. to look at that and I will be glad to file this with the com- 
mittee if such is the desire. 

Senator SparKMAN. We will be glad to have it. 
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(The article referred to follows :) 


{From House & Home, September 1956] 


THE PackacE Morteace Gave Her THIS WorK-SavING PackaGk KITCHEN 


The package mortgage has made housework easy for millions of busy women. 
It has sold millions of appliances. It.has helped sell millions of new houses. 
It has helped sell millions of better kitchens into older houses. 

The package mortgage lets home buyers finance almost all the equipment 
needed for the house the same way the furnace and hot water are financed— 
under the mortgage. , 

The package.mortgage has taught millions of families to want all the best 
new labor-savings aids now, creating far quicker acceptance and demand—in 
homes both new and old—for new products like dishwashers, disposers, clothes 
washers, clothes, dryers, freezers, built-in ovens, burner tops, intercoms and 
exhaust fans. 


Now the packdge mortgage is in danger 


The package mortgage is caught in a sudden and surprising crossfire from 
two smart Washington lobbies. One is a retailer lobby, fighting because re- 
tailers do not get a big markup on appliances sold to builders. The other is a 
furniture lobby, fighting because’up to now ‘the appliance industry has made 
better use of the package mortgage to sell its product. 

Their double attack on the package mortgage almost succeeded, for it caught 
the. home building industry unawares. It came so near success that.the Senate 
Finance Committee. almost voted. a package mortgage ban for VA and FHA 
financing. It came.so near success that FHA has in fact been told to show cause 
why the package mortgage should not be banned by the next housing act. 

Before Congress: makes any such. mistake, let’s take a fresh look at. the 
package mortgage. Whom .does it help? And how true are the arguments 
against it? 


THE PACKAGE MORTGAGE IS GOOD FOR THE HOME BUYER BECAUSE— 


1. The package mortgage is the only way most families can afford to buy both a 

good house and a good kitchen 

On short term credit at the usual 9.6 percent-or-more interest, the monthly 
payment on a $1,500 kitchen doubles the monthly cost of owning a $12,000 home— 
increasing it from $72.42 per month to $144.32 per month for the critical first 2 
years. By FHA minimum income standards not 1 family in 10 can afford this 
double cost—for FHA will not let any family whose No. 1 breadwinner makes 
less than $7,800 a year take on a monthly home-buying payment of $145 a month. 


2. The package mortgage saves home buyers hundreds of dollars in installation 
costs 

Every major appliance except the refrigerator involves installation expenses 
which often run over $100 and sometimes $200 for a single unit. The washer- 
dryer must not only be connected up to the plumbing and the electric or gas lines, 
but also be vented outdoors. The dishwasher and disposer need both plumbing 
and power connections. Stoves need gas connections. Ranges require heavy 
electric wiring. Exhaust fans should be built into the wall. Even freezers need 
separate circuits to the entry box. 

All these installation costs are four times as big if the home buyer has to pay 
for them after the house is finished. The installation saving made possible by 
selling the house fully equipped is often more than the whole difference in interest 
cost between 2-year short term credit and 20-year mortgage credit. 


8. The package mortgage gets the home buyer a good price on his appliances 


FHA makes the builder pass on to the buyer most of the discount he gets on his 
volume purchase of appliances. (Usually FHA includes in its valuation only 
the average price builders in the area pay on each, plus 10 percent for overhead 
and 5 percent for profit.) 

In practice many builders offer home buyers an even better appliance deal. 
For example, Builder Wilson Brown in Dallas puts only $1,700 into the price of 
his $13,200 house to cover the installed cost of seven built-in appliances whose 
list price totals $2,500. California Builder David Bohannon takes no markup 
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at all on built-in oven, range, dishwasher and refrigerator, figuring their inclu- 
sion in his house package cuts his selling cost more than enough to make them 
profitable. 


4. The package mortgage usually assures the home buyer a quality product 


Smart builders offer appliances for just one reason—to increase the sales 
appeal of their house. And all smart builders know that the added sales appeal 
of a nationally-known appliance is worth a lot more to him than the few dollars 
extra discount they could squeeze out of an off-brand product. 


5. The package mortgage helps home buyers get.a better planned kitchen 


Says Detroit Builder Ted Pratt: “Built-in appliances make it easier to design 
a good efficient kitchen.” 

Says Miami Architect Alfred Parker: “I wish I could build everything in, be- 
cause (1) I can do a better design job, and (2) the builder can get a better 
installation job.” 

On a package mortgage FHA would require a downpayment of 25 percent. 
On a 20-year amortized mortgage (the most common length of package deals), 
5 percent interest on. the $375 ‘balance would be $219. But this $219. is gross. 
It makes no allowance for the fact the owner would have had the use of his 
money a lot longer and could, if he wishes, get 3 percent interest on its from a 
savings bank. 

So the homeowner's true interest cost of the long-term -firiancing is not 5 per- 
cent a year, but 2 percent a year—the difference between the 5 percent interest he 
paid and the 3 percent interest he could earn on thé money if he had not paid 
it out so fast. Over 20 years that difference on the declining balance of. the 
mortgage adds up to only $81. This is not $354 more than the cost of short term 
credit. It is only $27 more. Of this $27 difference nearly $7 (or 25 percent) is 
tax deductible, bringing the net difference down to only $20 spread over 20 
years! 

And the chances are the howeowner who bought under the package mortgage 
got his appliance $20 cheaper and saved a lot more than $20 on thé installation. 


6. The package mortgage does NOT spread the payments beyond the life of the 
appliances 

Everybody knows that some parts of the house wear out faster than others. 
After 20 years the frame and the foundation should still be good as new, but most 
average roofs last only 15 years, most paint lasts only 5 years, most kitchen asphalt 
tile lasts less than 5 years and teo many l-year-warranty hot water heaters last 
only 366 days. 

General Blectric reports the peak replacement demand for kitchen appliances 
comes after about 12 years—15 for refrigerators and freezers, 13 for ranges, 12 
for dishwashers and dryers, ten for clothes washers, disposers and water heaters— 
but usually they are replaced not because they are wornout but because the 0wner 
wants a newer model. 

Westinghouse says: “Every appliance we have ever made can be restored to 
efficient working condition. Most appliances are replaced not because they are 
wornout, but because newer models have new features the homeowner wants, 
More than 90 percent of the first automatic washers we made in 1940 are still 
in use. Many refrigerators and ranges perform for more than 20 years without 
a single service call. Their life is as long as automatic furnaces and water 
heaters, both of which are financed by the mortgage without question.” 

By the time appliance replacement peaks up in the 12th year, a 20-year 90 per- 
cent mortgage is paid down to 45 percent of the original valuation and represents 
not much more than the cost of the land, the foundations, and the walls and 
structure. 


7. The package mortgage does NOT make the home buyer take unwanted ap- 
pliances 


Around most cities home buyers have a wide range of choice. They can buy 
houses with no appliances, houses with many appliances, houses with a few appli- 
ances, houses with optional appliances, houses with appliances of every make. 

With all this freedom of choice, it is noteworthy that in the most competitive 
markets the best selling houses are usually those that offer the best equipment 
under the package mortgage. 
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8. The package mortgage does NOT cost the home buyer a lot more interest 


The furniture dealers were not telling the whole truth when they told Congress 
the interest cost of a $500 item brought under the package mortgage is $414; on 
short term credit is,only $60. — 

On short term credit the.downpayment would be 10 percent. ;the 2-year 6 per- 
cent discount on the balance would be $54. 


‘THE PACKAGE MORTGAGE IS GOOD FOR THE APPLIANCE DEALERS BECAUSE— 


1. It makes the model house do double duty as an appliance display room 


Every week end thousands upon thousands of families visit the show houses 
kept open by between 2,000 and 3,000 merchant builders. Some of them are 
looking for a house to buy. Most of them are just looking for new ideas, 
All of them see the smart, labor-saving appliances in the package mortgage 
kitchens and learn to want them too. 


2. It fills new houses with appliances, makes every guést want more appliances 


The new house sets the standard for the old. ‘By definition modernization 
means making old houses look and work like new. ‘Thirty years ago, the 
appliance makers learned that the ome best way. to sell electric refrigerators 
into old houses was to sell them first into new apartments. Every. new ap- 
pliance—the dishwasher; the built-in oven, the disposer, the exhaust fan—has 
caught on first in the new. house market and then spread from the new house 
to the much bigger old house market. 

That’s why manufacturers find the package mortgage so important. That’s 
why they make such a ‘special drive to’sell the new house full of new ap- 
pliances—preferably through their dealers if the dealers will get out and 
hustle for the builder’s business, direct to the builder if the dealer can’t sell 
him. So * *.* 


38. It helps the.dealer sell more appliances into new homes 


Thousands of builders buy from their local dealers the appliances they finance 
under the package: mortgage. And thousands of. new home buyers buy addi- 
tional appliances through a dealer. 


4. It helps the dealer sell more appliances into older homes 
5. It gets the dealer a lot of profitable servicing 


JUST LISTEN TO THESE ENTHUSIASTIC APPLIANCE DEALERS ON LONG ISLAND, WHERE 
THE PACKAGE MORTGAGE STARTED 


“Model houses are free showrooms for us. We can’t afford to create demand. 
We don’t have the showroom space and we don’t have the foot traffic. The 
demand for wall refrigerators and colored appliances was built almost entirely 
by model homes and the publicity they got. We felt the public demand almost 
immediately. 

“It’s up to the manufacturer to create the demand. He has to get his 
equipment into the model houses and before the public. Then it is up to the 
appliance dealer to take advantage of this demand. 

“In fact,.most of ‘the people who go through model houses are just shop- 
ping, and equipment on display there builds up demand for us in the older 
houses. 

“Manufacturers sell the big jobs and frankly most of us dealers couldn’t 
handle them anyway. We just don’t have the financing. We can’t carry a 
builder for months on his appliances, when he might be moving in a few 
hundred families every month. We still get the smaller tract jobs, for we 
ean offer the service and freedom from call-backs that the small builder wants. 

“New houses give the remodeling buyer his ideas. Between model houses 
and magazines, they make Mrs. Old Homeowner want to change her kitchen. 
Our problem is not selling the equipment, which is done for us, but adapting 
too-lavish display kitchens to a smaller budget or floor space. 

“Maybe if I could handle the big builder and couldn’t get his business, I 
would feel badly, but I know I can’t handle it, so I don’t let it bother me.” 
—Frank ToMMASINI, Appliance Dealer, Nassau County, N.Y. 

“New. model houses are the biggest showrooms the retailer has ever seen. 
Every visitor to the model or to the home of a moved-in new family sees the 
new appliances and begins to want them for his own house. All this exposure 
to new appliances creates business for the nearby dealers. 
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“Furthermore, the new home buyers are good prospects, since their houses 
usually need more appliances than the builder includes; we retailers get these 
added sales. 

“Criticism of the package mortgage stems mainly from the furniture people 
who have not been able to get their merchandise accepted by rua as eligible. 
for long term financing, and from appliance dealers who are not: experienced 
enough to realize they are not being hurt by the new house builder, but ac- 
tually helped. 

“We sell to many builders (we think we're one of the biggest on Long Island) ° 
and we also sell retail. We. think things-are going to'be so good that we 
have just greatly expanded our retail store, right in the heart of the new house 
market here in Hicksville. Both ends of our operation have been growing stead- 
ily ; neither one hurts the other, 

“All these new. houses—and new possible customers—spell opportunity for 
the retailer, but he has got to get out and work, for the business. No dealer 
any longer can sit in his store and wait for the business to come to*him.” 
A. W. (Gus) Harpr, Harpt & Rei; Appliance Dealers, Hicksville, Long Island. 

“Of course it hurts when a builder buys in one or two appliances. direct 
from the manufacturer, but don’t forget that the builder is adding ‘another 
customer to your community, and that the customer will be there’as long as 
you are. Each new house in your town means one more ‘possible buyer for 
appliances at retail—first the extras and later the replacements. :; 

“All this. attack on the package mortgage is really aimed at the malicitne. 
turer who sells direct to the builder, often at prices lower than: the retailer’ 
can get. 

“We think all appliances sold by ‘the manufacturer should be billed through 
some local dealer, with a small profit allowed him:to compensate for servicing 
the goods: With the servicing the dealer would get a better chance. to sell 
the customer whatever future appliances he may need.”—Rosert BLUMSTEIN, 
Managing Director, Intercounty Distributors, a Buying Co-op Serving 18 Nas- , 
sau County Retailers. 


THE PACKAGE MORTGAGE IS. GOOD FOR THE BUILDER BECAUSE IT HELPS HIM SELL A 


LOT MORE HOUSES 


As selling gets tougher * * * as more and more. builders find their best 
market among second-time buyers trading up for a better home * * * 

The package kitchén sold under the package mortgage is proving itself the 
builders’ best new sales appeal. 


Listen to what builders themselves say 

St: Louis—‘We would lose 50 percent of our sales if kitchen -and laundry 
equipment were not in our mortgagé. Many buyers have told us; ‘If we can in- 
clude the built-in oven, range, disposer and dishwasher in-our loan’ we can buy this 
house, because then we can also buy some furniture, rugs, draperies, ’etc., on 
our budget,’ "— Fred. Kemp; Contemporary Homes, Inc. 

Columbus, Ohio—‘A majority of our prospects rate kitchen and hail 
equipment as the most important thing they want in the home. Most of our’ 
buyers (at $14,000-$15,000) could not afford all these appliances if they had. to 
buy them on short-term credit. .Of our last 70 sales, 68 included a washer, dryer, 
range, and refrigerater even though some purchasers already owned some of 
these items.”—S. J. SLAVEN, 20th Century Builders. 

Richmond, Calif.—“At least 50 percent of our sales would’ be lost if we did 
not include appliances. Many buyers say: ‘If we had to pay for our appliances 
on short-term financing on top of our house’payment, the double expensé would 
price us out of the market’ ”’—Groree G. Hoytt, Hoytt Enterprises. 

Norfolk, Va.—‘Prospects rate kitchen equipment first among the things they 
want. About 70 percent of.our buyers couldn’t afford a complete kitchen or 
laundry if they had to buy them ‘on short-term credit.”—-EMory H. AUSTIN; 
Poplar Halls by Larrymore. 

Palo Alto, Calif.—“I believe the home. buying public considers’ built-in kitchen 
equipment a necessary part of the house. They expect the builder to. supply 
it as they-expect their auto to come equipped with a motor. Our present prac- 
tice is to install all items of: kitchen equipment that can be built in.”— 
Joseru L. Ercuier, Hichler Homes. 

Baltimore.—“Built-in appliances are the best things you can offer people. 
The-package mortgage lets them buy a lot of better living they could ‘not’ other- 
wise afford. Every buyer in our 100 houses wanted every piece of equipment 
we offered.”—MAL SHERMAN, Realtor. 
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The package mortgage is flexible, lets a builder offer appliances as options so 
each family can take what it wants 

Colorado Springs.—‘‘In my last 60 sales, 59 out of the 60 families bought some 
optional equipment under the mortgage. By offering a choice.of these items, 
I don’t force anything on anybody. They bought what they wanted.”—H. M. 
(Topp) SLOAN. 

Redwood City, Calif—“About 80 to 85 percent of our buyers take built-ins 
as options under our loans. Built-in ranges and ovens are first. in preference. 
Other popular. options are, in order of preference, extra weatherstripping, 
extra insulation, tub enclosure, music intércom system, built-in mixer-blender, 
electric time thermostat, water softener, carpeting.”—-Don Sror.e, .Oddstad 
Homes. 

Memphis.—‘As optional equipment, 60 percent of.the buyers of our $10,500 
to $11,700 ‘houses paid $350 extra to get a built-in oven and range set in a brick 
wall backing.”—WILLIAM JAMISON. 

Flint, Mich.—*When we offer laundry appliances as options, 75 percent of our 
buyers take them. Our models featuring completely built-in kitchens are sold 
first.’"—Jorx R. Steicu, Gerholz Community Homes. 

Denver.—“One of our most talked-about items is our built-in kitchen. We 
will install any brand 6f appliance that a buyer wants and finance it under the 
mortgage.”—GerorGE J. Monaco, H. A. Swanson & Associates. 

Riwer Forest, Ill:—“Buyer acceptance is beyond our expectations. About 75 
percent bought our whole appliance package. Another 20 percent took all but 
1 or 2 items.”—GrLBert L. Houston, R. Houston Jr. & Sons, Contractors. 

When ‘a builder offers appliances. pr other equipment under a package mort- 
gage the manufacturers often help him sell his houses—sometinies with tie-in 
advertising, always with point-of-sale promotion. 


THE ‘PACKAGE MORTGAGE IS GOOD FOR FURNITURE DEALERS BECAUSE— 


Families: who buy their appliances with the mortgage have more money left 
to spend now on their living rooms and bedrooms. 

Thére is a limit to what any family can aflord to buy with cash or short-term 
credit. 

Today the furniture and house furnishings dealer is too often low man on the 
totem pole., Most home buying families are buying a car on the installment plan, 
and a great many home buying families give the: kitchen next priority on their 
budgets. 

Says John,Harmon of Drexel Furniture Co., Drexel, N. C.: “Homie building 
today is‘not so much housing as rehousing. People are moving to larger homes 
and better homes, and they all need to buy new furniture. People who don’t 
have to pay for their appliances with cash or short-term credit can spend more 
money for furnishings.” 

The package mortgage will be still better for furniture and home furnishing 
dealers when they learn to use it themselves. 

Already FHA has told the carpet industry it can finance carpets under the 
mortgage when, as and if it establishes satisfactory industry standards for how 
long its product will last. 

Already FHA stands ready to finance many items of built-in furniture under 
the package mortgage—everything from built-in storage to built-in vanities and 
built-in beds. 

How much longer will the furniture industry fight the trend to built-ins instead 
of recognizing the great new market built-ins offer? 


THE PACKAGE MORTGAGE IS GOOD FOR THE MORTGAGE LENDER BECAUSE 


It takes care of the biggest single cause of mortgage defaults—the home 
buyer who buys so much on short-term credit that he can’t keep up with his 
payments. 

Listen to lenders who have offered the package mortgage for years: 

“This package mortgage inaugurated more than a decade ago is a conspicuous 
forward step in the modernization of home financing. 

“The package mortgage reduces the burden of hOmeownership in the early 
years and thus makes it less likely that the borrower will be unable to meet his 
payments. The package mortgage simplifies the financing for the borrower who 
has only one lender to deal with instead of several. The successful experience 
of many lenders with the package mortgage has established its position as an 
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integral part of the modern home financing.”—-L. DoueLAs MEREDITH, vice presi- 
dent, National Life of Vermont. ? 

“The package mortgage provides an added safeguard for the home mortgage 
lender’s investment by reducing the required monthly. payments for the appli- 
ances more than 80 percent. The high payments required under the installment 
loan plan can and sometimes do result in mortgage defaults.” 

“Major appliances are no more a wasting asset’ than a heating plant or other 
mechanical items which have to be maintained and kept in repair,”—GrorcGE 
C. JOHNSON, president of the Dime Savings-Bank of Brooklyn. : " : 

“The package mortgage has been one of the most significant recent advances 
in home finance. It contributes greatly to the stability of home ownership and 
eases the financial problems of the new homeowner. It.is not only an ideal 
way to finance the home‘and its necessary equipment,; it is also a safer and 
more desirable investment ‘for mortgage lending institutions.”—ARTHUR 
WiemM_ER, dean, School of Business Administration at the University of Indiana, : 

In brief, the package mortgage is good for everybody. 

Senator Busu. I take it then your position is that in-a house under 
the mortgage there should be included some of these, items which are 
more nearly perishable within.a short time than the house itself? 
You mentioned window shades. I suppose you,could mention rugs. 
Do you mention rugs ? | 

Mr. Severtn. No, I do not mention rugs. 

Senator Busu. But you mentioned. window shades. . 

Mr. Severin. I did. Perhaps inadvisedly. Window: shades are. 
a relatively small part of the problem involved liere. What’ is essen- 
tially involved are such major items as stoves and built-in refriger- 
ators and water heaters and garbage disposals and such things as are 
now a part of modern day living.: If we did not supply them ini- 
tially in our new houses these people ‘would go out.and fay them and 
thereby burden themselves unquestionably with much higher pay- 
ments than they otherwise would have to meet; and this in the long 
run might be very detrimental to their ability to pay the mortgage 
itself. 

Senator Busu, You think the inclusion‘of these items such as you 
have mentioned, under the mortgage, .and being able to offer a house 
equipped with these items, increases the ‘salability. of that house? 

Mr. Severrn. I do definitely, Senator. I would expand it to,say 
that without. these items I believe we would be unable to interest 
large numbers of prospective homeowners in our products. 

Senator. Busn. Could you submit to the committee some figures 
that would show this? Take half a. dozen of the items you men- 
tioned, for instance, refrigerators and heaters, and other things that 
you call built-in necessities of living in that house, and which would 
disclose to the committee the difference between long-term and sliort- 
term financing respecting the inclusion of these items. 

Mr. Severtn. We would be glad to develop that for you. Of 
course, it will have to be somewhat in generalities because there ‘are 
a great many different prices of the products. involved. 

Senator Busu. Take the average-size home, 

Mr. Severtn: We would be glad to. 

Senator Busu. The average-size home which you or somebody said 
here was $15,000: 

Mr. Severtn. $14,350 for 1958. 

Senator Busn: Take that case, and use a standard. figure and apply 
to it certain standard equipment which you have discussed and, on 
the 40-year ‘basis which you proposed, let us see what the effect: of 
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your recommendations would be vis-a-vis short-term financing of 
such items: 

Mr. Severin. All right, sir.."We will be glad to develop the in- 
. formation. : 

(The following was received for the record :) 


CoMPARATIVE Cost OF FINANCING Hovsuifois EQUIPMENT 


It is a ‘completely false assertion that the cost of household equipment. in- 
stalled in d new home must be separately identified with the financing of the 
purehase of the home, and that the terms df the mortgage must be applied to 
the cost of the equipment and amenities constructed or installed as part of the 
design of the home. Common knowledge recognizes that the mortgage loan is 
premised upon the appraised value of the home-and its location as a, whole. 
Further, the terms of the loan are dictated in accord with the needs of the buyer 
to- the extent .that these. can be’ met by the lender within the boundaries of 
sound credit tisk and applicable "law or regulations. The financing’ applies 
therefore to the home in ‘its entirety, not to any one of its individual parts or 
features. 

Builders, however, as well as home owners and buyers,’ recognize that the 
value and usefulness of a new house, is greatly enhanced. by the amenities and 
equipment. with which it is designed and constructed. As a. general matter, 
builders and their .architeets try to place in new homes whatever equipment is 
most suitable and expected in the local market and price ‘brackets for which 
the homes are built. .Whenever permitted by sales,and project programs, this 
equipnient is provided in the style, color, and at the option’ of the new home 
buyers. Savings in the purchase of the equipment are passed on to the buyer. 
Of course, installation costs are drastically ,reduced, because the construction 
crews are already on the job and can build in the equipment as part‘of the 
home construction. 

The price of a .home will Usually determine how much catpment is included 
and may be covered ‘by a mortgage. "Thus in the typical. $15,000: priced house, 
a moderate-priced home jn most areas, it is likely that 4 cooking range or built- 
in oven, ‘a-refrigerator, a garbage disposal, an automatic washing machine, and 
venetian blinds might bé included with,the basic home. Here is a comparison 
of what these items might cost at retail list. prices, and how much is saved for 
the home buyer by. providing them at the.costs to the builder. (Notrse.—FHA 
will permit only the, builder’s cost' plus 10 percent to be included in its 
appraisals.) 





a 


All standard items List prices Builder’s 
costs 





Genteneor 

Garbage disposal 

Washing machine 

Venetian blinds (12 windows) 





It is interesting to note at this point that on a home valued by FHA at 
$15,000, and sold at this ‘price, the homeowner at the end of 5 years would have 
the following cash equities in his- home on a ae at 5-percent interest and 
under present downpayment requirements at-20-, 25-, 30-, and 40-year maturities: 
Cash equity at 5 years: 

20-year term 
25-year term 
30-year term 
40-year term 


Oboviously, given proper, treatment, modern household equipment will last far 


longer than 5 years. But even if 5 years is assumed ‘to. be the end of its useful . 


life, the above table shows that under. any mortgage maturity (and the present 


legal maximum is 30 years) the homeowner. has invested in cash in his home, 
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more than double the builder’s cost of ah average nutaber of standard items of . 
household equipment. .More iinportantly perhaps, the carrying charges for 
such equipment: have’ been figured at simple interest (under the law, now 5%4 
percent per annum). 

Contrast this situation if the home buyer must purchase these-items' ‘of ‘equip- ‘ 
ment at their list price at retail, disregarding any special markup by the retailer 
and ‘ignoring for the moment the installation costs. First, his carrying charges 
will not* be figured at simple‘ interest but in the:form of a discount charge at . 
5 or 6 percent. This figures" out to’ between 10 and 12 percent per annum of . 
simple interest. ' 

Even if'we assume that the buyer ‘obtains an FHA- insured title I loan with 
which to purchase the ‘equipment, the FHA 5-percent discount amounts to,a 
little over 9.7 percent: interest per, annum on the average amount outstanding 


. on the. debt during the first -year.: The monthly payment on a $1,000 loan’ for 


12 months is‘a little over $87; for the:24 months it is somewhat over $45. By 
contrast, the total monthly paymeiit, however, on the, buyer’s*mortgage loan of 
$14,350 is only $85.30' during the, first year. This cévers payments to ‘principal 
and interest and the'FHA mortgage-insurance premium. Thus, at the best.avail- 
able short-term consumer loan, the carrying'charges on the household” equip- 
ment described’ above are in: excess of. the monthly: payment on the mortgage 
loan’ for the buyer’s entire home, including all of this household equipment. ’ 

The: difference’ between long-term and short-term financing with respect to 
the inclusion of household-equipment items can also.be seen in the comparison 
between the total. interest charges under -the’two methods: If the items of 
household. equipment describe above were purchased and financed. tinder an 
ordinary FHA title I Joan, the total gross charge for 24 months would be 
$101.22. For the same’ 2-year period, the total payments to interest would be 
$74.25 for that portion of the mortgage loan which’ could be allocated’ to. the 
household equipment (roughly 0.05 percent). This would be on a 30-year mort- 
gage loan at.5%4 percent...On a 40-yedr loan, the ‘appropriate proportion of 
interest would ‘total somewhat: less than $86. Thus, it,is clear that short-term 
financing for. items of household equipment which might otherwise be included 
within the coverage of an FHA-insured mortgage most certainly does not redound 
to the benefit of the prospective home buyer. 

Finally, ‘it,is well acknowledged that the first 3 years of home ownership are 
the, most crucial for a new mortgage loan,: If -during-this time the monthly 
payments required of a,new homeowner are raised by 50 percent or are doubled, 
to cover a’ short-term financing of. household equipment as .illustrated aboye, 


then certainly’ this creates a dangerous credit situation for the mortgage lodn 


itself.. For this very basic reason,-in addition to all others, inclusion of house- , 
hold equipment within’ the FHA package mortgage is,of great value to all new 
home buyers and to the, FHA insurance system. 
Senator Busu. I was interested in your comment about the Home 
Loan Guarantee Corporation. You are opposed to that? 
‘Mr. Severtn. No, sir. We are not ‘opposed, to it but we’ feel, it 
should be modified to the extent I testified, namely, to make it av ail- 
able to more people and: more lenders. We cannot support ‘it ‘in ‘its 
present form. 
. Senator Bus. You say you cannot suppott it. in its present, | form? 
‘Mr. Severin. Yes: 
Senator Busu..But do you think that’is because “it excludes insur- 


‘ance companies and savings: banks‘ and others, not: member’ of the 
. Federal Home Loan Bank system. Ts.that: right? . 


- Mr. Severtn. That is our position. .-We feel ‘that this. committee 
can. sponsor ‘legislation which will ‘make this'a vehicle available to.a 


‘great’ many insurance lenders, and, therefore, hake ‘it) much more 


usable. 

Senator Busu.. You think if it were expanded to éliminate any dis- 
crimination between lenders in the long-term lending field. it would 
be desirable legislation ? 

Mr: Severtn. We definitely do. 
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Senator Busu. On page 4 I was interested in your comment at the 
top of the page where it says: | 

If the cheering qutlook for’ an industry which I' have described is to continue, 
appropriate action must be taken with respect to the entire economy in time 
' to check any serious economic contraction. 

Would you care to tell us what .you have in mind by “appropriate 
action” to be taken:in that wide field ? 

Mr. Severtn. I am afraid I might:be out of my depth, Senator, to 
propose such sans because I am,confident that the Congress is far 
more qualified to determine these than I. “I do know this: We must 
create a climate which gives the confidence to the average wage earner 
that he will keep his job and is, therefore, justified in assuming.a long- 
term obligation which is, ‘of cout se, required i in the purchase of a home. 

Senator | Busn., In other words, whatever it takes to reinstill con- 
fidence, or build up confidence, ‘or: increase confidence throughout: the 
country, that you are for? 

Mr: Srverty. That is what we are for; ; yes. 

Senator’ Busu. That is a good platform. On the next page you » 
speak about raising the. maximum limit to $30,000 and you make a 
very interesting case there. Do you feel in'that way the new potential 
buyers that come into this market will be just.as good as or better 
credit risks than those to whom the’ pr ogtaiy is now restricted ?’. How 
do you think that will affect. credit ? 

' Mr. Severtrn. I would Jike to siborate on that-for a moment if I 
‘may by saying that I do not think that the people who want to buy a 
home now which. will involve a $30,000 mortgage are necessarily pre- 
‘cluded from doing so. To the contrary, they are doing it now. But 


unfortunately, by makin ng a downpayment such as we oppose, and 
a 


-assurning the obligation of a second mortgage, in too many cases, which 

‘I do not think is a good condition. What we are attempting to do is 
' to make this vehicle available to sueh a purehaser so that his net costs 
' of shelter will be léss because of his lowered mortgage costs. 

Senator Bust. Do you think you will open up this program to a 

new group of buyers then? Will this expand it? 

Mr. Srverrn. I think it is our position, Senator, that the benefits of 
the FHA should be made available to all of our citizens, irrespective 
of their income strata. 

Senator Busn. Do you feel that by increasing the maximum limit— 
I am going back to my original question—that you would be taking 
on at least an equally good ‘class of credit at this level of dollar pur- 
chase, or.do you think you would be having worse credit risks ? 

Mr. Sevexry. If I might explain this for a moment, I think it would 
be of interest to you to know during the days of tight money these 
were the mortgages we as builders:could place far more readily than 
lower ‘ones, which tended to drive'us out of the market for the lower 
priced homes. The premise unquestionably is on the part of the lender 
that the larger the mortgage the better investment. it is. Of course, 
he ascertains to his’own satisfaction that this person. represents a 
qualified: borrower and, to be specific, I think that the FHA would 
not be assuming any undue risks whatsoever in that categor 

Senator Busu. They would: not be assuming a group of | credits 
which would be any less good than what they have? 

Mr. Srvertn. Not at all. 
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Senator’ — On the contrary, in a way they might be getting 

into a field where on the whole the credit might be better. ‘a 

Mr. Severt: It could be. The person’ we are talking about may 
be the professional man, the businessman, and the person who buys 
a house at ‘this’ price. He is today precluded from the opportunity, 

of taking advantage of the FHA... .« 

Senator Busu. On page.7 of your’ statement you .get into the 
question of the housing for. the elderly program. *You made a.very 
interesting statement there which I do not think the committee has 
thought too much about.. You say: 

This, we believe; would <omte an unnatural environment which elderly per- 
sons do not want. 

That I do not think has been considered very much be the committee. 

Senator Sparkman. In the committee print you will find some- 
thing which is:pretty close to what Mr. Severin recommends. ‘ I 
believe you recommend a third} is that right? 

Mr. Severtn. Probably a third to-a half of them should be det 
signed for the elderly. 

Senator SparKMAN. In our committee print: we say, not less than 
half: would be made available or would be desirable; not necessarily 
that they have to be occupied by them. 

Mr. Severin. That is right. And this has a far-reaching. effect 
on the safety of the mortgage in our opinion because if we are, to 
build buildings which have one-purpose uses exclusively we might 
haye a lesser security in the.minds of the investors for mortgage 
purposes. 

Senator Busn. I: think this is a very. sound observation. I was 
interested in your observation on page 8 where you say: 

There is a marked and increasing demand for rental housing and interests 

by builders in constructing it. 
I know in the area in which I live there is practically no rental 
housing available and I am glad to hear you say there is an increase 
by builders. in constructing rental housing. “Why is that? Is it 
because we have begun to catch up on home ownership and now we 
are able to get around and interest investors in building rental hous- 
ing and being landlords? 

Mr. Severin. Not at all, sir. It has been a question in the past 
that we have had financing that was not generally attractive to in- 
vestors in rental. Furthermore, the tax treatment, as I testified here, 
is such that there are many better investments av: ailable to people who 
might be encouraged to go into this type operation. We think some 
fundamental changes need to be made to encourage rental; housing, 
and we .have incorporated them in this testimony. If you would 
’ like I can talk about them again. 

Senator Busu. Then on page 9 I wanted to ask you: to explain 
that statement just below the middle of the page. 

\We urge that section 227 be restudied and, if its continuance be deemed 
necessary that, at least it be revised to provide that the mortgagé shall not 
- exceed actual certified cost if lower than the mortgage originally agreed to 
be insured. 

I could. certainly hope that was the case. Is it still possible under 
existing law. for one to mortgage an excessive cost ? 
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Mr. Srvertn. No! As a matter of fact, this is what we mean by: 
this: That it will not be’ possible to do so, but it will give. the best 
builder, or the fellow who is best: qualified: to develop a. project the | 
‘same kind of treatment that the man who is not: maybe so well quali- 
| fied to build a rental project isnow given. .° ROR 

That means that if one man must spend $1,000 to develop a given 
‘ product and the next fellow cose it for $900, then under our present 
system till a certification can be' made ‘that shows one man spent 
$1,000 and the other $900; then the man with the $1,000 gets a larger » 
’ mortgage. ‘We think this is fundamentally wrong, and this would 
take care of that. s tat ats 

Senatér Busu. I think that, is a good recommendation, don’t you, 
| Mr, Chairman? a oor . 

Senator Sparkman. I do, but I do‘not quite see how it would work, 
I marked that statement as we, went through it. What, page is 
that on? fa : 

Senator Busu. Page 9, just below the middle. 

Senator Sparkman. I remember marking ‘that when’ we. went 
through it, because I failed to see just how it would work. 

Mr. Severtn,'May I ask Mr. Colton; our counsel, to elaborate on 
' that a little, .because‘this is a subject which is'near and, dear to his 
heart? | With:your permission, I will ask him to speak on that-subject. 

Senator Sparkman, Yes, fine. °° | 

Mr., Cotton. At the present time the formula of section 227 is 
‘such that the percentage of the mortgage is based upon the. final 
certified costs at the end. What we say in this statement is that that 
be restudied, and that the modification of that be made in some way 
so that the mortgage clearly cari be 100 percent of the actual proven 
costs. In some cases that may be the result under the-existing for- 
mula, but it depends on the circumstances. 

Senator SparKMAN. In other words, the rate of the insurance is 
“how much? 90 percent? 

Mr. Coron. ‘90 percent. 

Senator Sparkman. If you certify the cost, the insurance would 

‘be only 90 percent of. that, and the mortgage would be 90 percent 
of the certified cost..: You say-it might run as high as 100° percent, 
provided it did not-exceed the certified cost. 

Mr. Cotton. A hundred percent of actual cost, but still, of course, 
limited by 90 percent of. value, which is the first appraisal. 

Senator SparkMAn: In. other words, you would make a distinction 
between value and certified cost ? 

Mr..Corton. Well, you would have to. 

Senator SparKMAN. Actual cost. 

Mr. Cotton. When you start, you have a maximum limit on which 
the original mortgage.is based of 90 percent of value. as you have at 
present. But when. you wind up the job and certify your costs, you 
then shift to a cost formula in determining what the final mortgage is. 

You may recall, sir, that the so-called Wherry Act a few years ago 
had such a formula in it.as a limitation, prior to the act.of.1954 which 
putin the present cost certification Sousiidle. 7 

Senator SparKMAN. -Go ahead, Senator Bush. 

Senator Busu:. Is this possible at the present time: Let’s say you 
have two-builders, A and B. One builds a house, and he certifies to 
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the cost as $12, 000.. Another bide a house aha certifies we cost as 
$13,000. But.it j isthesamehouse.' .. 

Mr. Severrn. Within limits’ of the reasonable value as certified by 

the FHA there could be a variance in the mortgage; yes; sir. 

‘- Senator. Busu. In other words, the. inefficient builder céuld get a 
higher mortgage on the siiie house today 
{r.Couron. Yes, sir. 

Mr. Severtn,: It-is possible. 

Mr. Corron. ‘Only if he did not exceed the original FHA valaagieie 
of 90 percent—or rather, the original FHA mortgage of 90 percent — 
of the valuation: Up to that point he could do as a say ; yes, sir. 

Senator Busn. There is that damper on it? 

Mr. Cotton, Yes.) | 

Senator Busu. Is your suggestion. designed to change that so that 
he could not do that? 

Mr. Corron.. No, sir. I do not think ‘it would quite accomplish 
. that, no. 

Senator Busu: It’ is heav ily underlindd; and therefore you must 
have thought it’ was important. I wish you would explain it. Ti am 
sorry to belabor this point. 

Senator, Sparkman. Let me ask this question: Might it ot, under 

our recommendation, result:in the builder actually haying. nothing 
invested in the property 2 

Mr. Corron. Yes, sir. It might. 

Senator. Sparkman. As a matter of faet, the most Savowsble prov: i- 
sion that we have'is section 220 housing, I believ e, and that requires the 
builder have atleast 3 percent invested. os 

Mr.: Coutron. May I eorrect:you on that, sir? .The law does, not 
require that. In practice, administratively, FHA requires that. 

Senitor SparKMAN. That is right... You are right on that. 

Mr. Cotton. The law was amended to provide that he may get.10 

ercent allowance for ,builder’s ‘and spojisor’s: profit and risk which 
ideally, with a 90 percent mortgage, would result exactly as this does 
in the mortgage équaling actual costs, and ‘with the 10. percént, beizig 
composed of his allowance for his services and skill ‘and know ledge 
and profit. 

Senator SparKMAN. In other words, in arriving at actual costs you 
would excludé the 10 percent ? 

Mr. Cotton. Yes,sir. That would not bea cost. 

Senator SparkMAN. So he would actually have his builder’ s profit 
invested in it. , 

Mr. Couron.. Yes, sir. 

Senator SparKMAN. : But‘not out-of-pocket costs? 

Mr. Couron. That is correct. 

Senator: Busu. Would this not likely play into the hands of the : in- 
efficient builder rather than the efficient builder ? 

Mr. Corton. I think I am compelled to say, sir, that any, time that 
you shift from a valuation basis to a cost basis’1 in ‘rental housing, as 
you do under section 227, you are bound to have that result. , Yes And 
that is what-we say. We point out that section 227 does just that, and 
there is no way of operating a ‘cost certification formula tha will 
escape that. 
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Wesay then that this should be reviewed, and then if its continuation 
be deemed necessary—without arguing that point any further—then 
we say at the very least, meaning the very least amendment that we 
think should be provided, you should go to this formula. 

Senator Busu. Mr. Chairman, may I have your attention just a 
second ¢ ' 

Senator'Sparkman: Yes. 

Senator Busx. I do not want to bedaboe this point further. It is 
not very clear to me, but I think it isa very important one, and I suggest 
that we ask the staff be prepared to inform the’subcommittee fully on 
this and make any recommendations to us that might seem appropriate 
to them. 

I do not think we want to have legislation w hich will place-the ineffi- 
cient builder on-an equally’ advantageous place with the efficient 
builder. 

Senator Sparkman. Of course, that is his argument; that the law 
today does that. 

Senator Busu. That is the point. 

Senator SparKMAN. Yes. 

Senator Busu: So I think what we; ought to do in this connection, 
as long as we are on this, is to review section 227 and see if its continu- 
ance be'deemed necessary. Do you see what I mean ? 

Senator Sparkman, Yes. ‘I think that: is a good idea. Whether 
we agree completely w ith the'schedule announced or not I do not know. 
I think probably if we can check it with some actual figures we can set 
up some typical cases and we can see it better. 

We had somewhat the same’ problem when we were considering re- 
development, and we have had to wrestle with that two or three times. 
Somewhat the same problem: 

Senator Busu. Yes. 
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(The information referred to follows :) 


¢ E i ion under present sec. 227— Sec. 220 projects 
Cost certification unde esent sec. 227—Sec. 220 ject 


| ’ | 
| .Efficient builder A’s ‘project | Nonefficient builder B’s project 


FHA’s estimate of thé replacement cost | Estimated replacement cost | Estimated replacement cost 
for both projects. limit, $1,000,000 limit, $1,000,000. ' ' 
Mortgage limit under sec. 220 of 90 per- | Insured loan limit, $900,000_- Insured loan limit, $900,000. 
cent of FHA’s estimated replacement | ; 
cost, on both projects. | 
Builder A saves 5 percent of estimated | Actual cost saving, $50,000___- 
cost by skill and efficiency. . Builder 
B takes up-entire estimated replace- | 
ment cost in constructing project. | . 
Builder A’s costs are less than initially | Reduced project cost, $950,000.| Actual project cost, $1,000,000. 
estimated. Builder .B’s costs are the | 


) Nodsaving. 


| 


1 
same 


| 4 
Builder A’s loan limit is reduced because | Reduction of lqan limit; $45,000_| No reduction.in loan limit. 

sec. 227 cost certification provisions re- , 

quire 90 percent, of builder A’s-savings | 

to bé applied against the mortgage loan | 

limit. No reduction is required in the | 

case of builder B because his costs | 

reached the advance estimate. 


NET RESULT! 


FHA’s insured loan to efficient builder | Builder A’s insured mortgage | Builder B’s insured mortgage 
A is less than'to noneflicient builder B, | loan is reduced ($855,000). stays at sec. 220 loan limit 
because of sec. 227 cost certification j | ($900,000). 
requirements: ‘ 

Efficient builder A’s costs, were still | Required equity in- Equity investment, $100,000. 
$50,000 above the FHA’s original loan vestment_- $95, 000 + 
limit ($900,000), but because of the | From cost savings 5, 000 
lowered limit under sec. 227 he ‘must — — 
still invest almost as,much as if he had Total_. 100, 000 
saved nothing during construction. 

Thus he gains very little from his effi- | 
ciency and skilkeven though his efforts 
result inan FHA insured loan which is 
$45;000 less than on the project built by | 
nonefficient builder B, and is $145,000 | 
less than FHA’s estimate of replace, | 
ment cost. (If the FHA loan limit 
had remained at $900,000,.as in pro- 
posed amendments to sec. 227, the | 
builder would have been able to realize | 
fully' the benefit of his $60,000 saving 
toward his required equity invest- | 
ment.) 


queens . pega SaeeteneeagS - A REARS enahransenngparphapmpnannsnage ieee penne leremeepeeniiagemneenlis 


1 In this illustration, under the terms of sec. 227, builder A must certify after completion and before final 
insurance endorsément, either 
(1) That the approved percentage (90 percent) of his actual costs ($950,000), equaled or exceeded the 
proceeds of the mortgage loan ($900,000); or 
(2) The amount by which the proceeds. of the mortgage loan exceeded such approved: percentage of 
actual cost ($855;000); and 
(3) He must then pay forthwith to the mortgagee, for reduction of the mortgage principal, the amount 
certified to be in excess of the approved percentage of cost ($45,000). 
On the other hand, builder B is able 'to certify that the approved percentage,(90 percent) of his actual 
costs ($1,000,000) equaled the proceeds of the mortgage loan-($900,000), and therefore*his mortgage principal 
is not required to be reduced. 
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Cost certijica tion wnder proposed amended sec. 227—Sec. 220 projects 


' Efficient builder A’s project |Nonéfficient builder B’s project 


FHA’s estimate of tlie-replacement cost | Estimated replacement cost | Estimated replacement ¢ost 
, for both projects. limit, $1,000,000. limit, $1,000,000. 
Mortgage limit under sec. 220 of 90 per- |: Insured loan limit, $900,000....| Insured loan limit, $900,000; 
cent of FHA’s estimated replacement ' 
cost, on both projects. - 
“Builder A saves 5 percent of estimated | ‘Actual cost saving, $50,000 No’saving. 
cost by: skill and efficiency; builder B 
.takes up entire estimated replacement 
‘cost in constructing’ project. « 7 ‘ ‘ 
Builder A’s costs dre less than initially | Reduced project cost, $950,000_| Actual project cost, $1,000,000. 
estimated; builder ‘B’s costs_are the 
same. { 7 
Builder A’s costs‘ are still above loan | Applicable loan limit, $900,000_| Same loan limit, $900,000. 
limit, which would suffer no reduction 
under sec. 227 as it is proposed to be 
amended. Same situation applies to 
builder B whose costs were higher than 
builder A’s. ° 


NET RESULT! 


Efficient builder A would be able’ to Equity investment: Equity investment, $100,000. 

realize fully the benefit of his cost: | From cost sav- 
savings toward his required equity | ings... - Jeok 
investment under the amended sec. Other investment 
227. ‘Thus there would -be an incen- 
tive to exercise’ the greatest possible 
skill and’ efficiency in construction. 
Nonefficient builder B has accomp- 
lished no cost,’éfficienciés or savings 
and therefore has earned nothing dur- 
ing the course of construction toward 
his equity investment, 


1 In ‘the illustration, under the proposed amendment of sec. 227, builder A would have to certify upon 
completion and before final insurance endorsement, either— 
(1) That his actual costs ($950,000) equaled or exceeded the proceeds of the mortgage loan ($900,000); 
or ‘ . ‘ 
(2) The amount by which the proceeds of the mortgage loan exceeded his actual costs (none); and 
(3) If in any casé the mortgage proceeds’ did, exceed ‘certified actual costs, the excess arnount would 
have to be paid forthwith to the mortgagee for-reduction of the mortgage principal. 


Under this amended sec. 227, builder B would bé able also to certify that his actual costs ($1,000,000) 
exceeded the proceeds of the mortgage ($90,000), and in neither instance would the amended section require 
the mortgage principal to be reduced. 


Senator Sparkman. I am glad_ you brought it out. 

I maysay this: I agree with what Senator Bush has said and what 
Mr. Severin has brought. out, that one of the great needs which I think 
is generally countrywide, is for rental housing. Construction of rental 
housing ‘has been almost’ at a standstill now for several years. . And 
we have caught up. We have one of the lowest vacancy rates I think 
throughout the country that -we have ever had. We need rental 
housing. , 

I..mentioned’ the. other day in speaking to the directors of this 
group that -it was something we were badly in need of some ideas 
about and we would welcome ideas. I am glad that you have given 
them to us. Werwill.do.our best to work out something. 

Senator Busu. Mr.: Chairman, I have a few more questions. 

Senator SparKMAN. .Go ahead, 

Senator Busu. But I-have taken up a good deal of time, and I 
would. like to yield to. Senator Clark. 

Mr.. Severin., May I make: one ‘further comment to Senator Bush 
to clarify a point? This is not_revival of interest upon our builders’ 
part, Senator, in trying to build rental housing, because we have 
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always had. the desire. We have had no real, practical way to do 
it before. And we feel we must have the help of this subcommittee 
and the Congress if we are going to accomplish,it, And’ that is my 
purpose. This is no sudden revival of interest. 

Senator Busu: No, I did not mean to imputé anything’ like that, 
I am interested in. seeing more rerital housing available. ‘I think 
we need -it in a great many places in our cities and our suburbs. « I 
was very much interested in your saying that there seeméd to be 
increased interest init: 

I hope that it might attract’ more investors into becorhing land- 
lords. I hope'that may be'a development we will see, hecagee I think 
we need it. : 

But I. would like. to yield to Senator Clark because I have taken 
too much time. 

Senator SparRKMAN. Senator Clark? 

Senator Cuark. Thank you, Senator Bush. " 

Mr, Srvertn. I would like ‘to join’ in: the commendation of. a very 
well prepared and carefully thought through statement. 

Mr. Severtn., Thank you. 

Senator Crark. I thought you gave us a lot of help on the sub- 
committee, and I want to congratulate you for it. 

Mr. Severin. Thank you, sir. ; 
‘ Senator Crark.:I am in accord with pretty nearly all of your 
recommendations. But you have made two that I am not in accord 

with, and I would like to give you a chance to’change’my mind. 

I cannot ‘see the sense. in increasing the maximum amourit of 
mortgage which FHA can take from $90: 000 to $30,000 or increasing 
the amount of mortgage which Fannie May. can take from $15, 000 
to $20,000. I will tell you why, and then you tell me why.I am 
wron 

I think our great need in the country at the nioment is for fount 
cost housing for moderate- and low-income groups. I think there is ° 
- & great tendency in this country for families to reach for housing 
they cannot really afford and that that tendenéy ‘should: not. be 
encouraged. 

I would like to encourage you home builders to: -build cheaper 
houses and discourage you from building more expensive houses. 

As I look at the statistics from the Census Bureau of tlie average 
family incomes of American families, I note there are only 8 percent 
.. of them that: have incomes of $10, 000'a year or more. ‘And I sug- 

. gest to’ you that it takes a family income of from $10,000 to $12, 500 
a year.to justify the purchase of a $25,000 house. 

So that if we increase these mortgage amounts as you recommend, 


*. all we are doifg is making it easier for the upper income families 


to buy houses, which you say they are now buying but are reaching 
for on- second mortgages. We are going to: encourage, you .home 
builders to build the more expensive house, in which you probably 
have a higher profit, and we are going to discour age you from build- 
ing the kind of house that is needed. 

Now, tell me why I am wrong. 

Mr. Sr vERIN, I think you are wrong, Senator, if I may i so bold 
- as to say so, from a number of points of view. 
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First of all, we are going to. build these houses in, these brackets, 
somé way or ‘another, ecause ithe market exists. And, as you say, 
we are forcing’ some :people perhaps. to: reach further than they 
should reach in order to buy such a house. 

But the thing. that we embr: ice in this suggestion is the philosophy 
that this FHA’ program is a Gov ernment. ‘function that should: be 

made available to all classes.of ¢itizens. 

Senator Crark. Well, now, wait a minute. If you are going, to 
take that position, you should not. have any mortgage limits at all. 
You ought to have FHA guaranteeing a’ $50,000 house. 

Mr. Severin. ‘I could agree with that. 

Senator Ciark. You would? 

‘Mr. Severtn. Yes, sir. 

Senator CrarK. You do tiot quite dare say it in public? 

Mr. Severtn. This:is essentially.an FHA insurance program. ‘And 
if they éver depart from the philosophy that any loan insured is 
fundamentally sound, then they are, of course, assuming risks they 
are not’ entitled to assume. That is why I feel justified in saying 
‘there should be ho limits placed-on it. 

Next, I*have been going personally up and down and back and 
forth across the country preaching the same thing you talk about. 
Namely, our builders must. get into a lower price bracket in order 
to. meet the vast. market. which is the one we ought to be trying to 
meet. We are just now, thanks to action taken by the Congress, 
able to do so because, whether the Congress realizes it or not, the 
cost “of financing a home is a very important piece of expense that 
goes into it. 

Senator Crark. I can assure you this subcommittee recognizes it, 
whether the rest.of Congress does or not. : 

Mr. Severrn. Thank you, sir. And we appreciate what you have 
done. I.am just delineating for you how this comes about. 

It has been no desire upon our part, by and large, as an industry, 
to get up into ever-higher brackets, because we restrict ourselves 
marketwise when we do it. 

Senator CriarK. Nevertheless, for perfectly proper reasons, that 
is where the bigger profit is, is it not ? 

Mr: Severtn. Not necessarily ; no. 

Senator CiarK. It is not? 

Mr. Severtn. No. The’ mass market I think presents the real 
profit opportunity to us, as it does to almost any other industry, 
and it is a stable and long- time market that we may depend upon, 
where this, is a limited market up above. 

This is a point I want to make clear, too, if I may: That if I, as a 
builder, produce a house that sells at $30,000-T am meeting one family’s 
requirements in my community. And, undoubtedly, the net result 
will be that. I will move that. family out’ of a lower-cost. hause and 
thereby provide not necessarily a new house but at least a lower priced 
house for the occupancy of the family moving in. 

That is why we need the trade-in function we have pled here for. 

Senator CLArkK. I agree with you about. trade-in. You are about 
to give me the trickle- down theory, are you not? 

Mr. Srvertn. I think that is it. I know it is valid because I work 
it in my own business. 
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Senator Crark. Is that your answer wit ie 
Mr. Severtn. Yes,sir. I have-not sold you? 
Senator Ciark. I'am afraid your eloquence has not completely 


‘convinced me. 


Senator Sparkman. Mr. Severin, I would like to ask you, about a 
different proposition before we go back to some of the matters under 
the bill. 

Congressman Rains, of Alabama, the chairman, of the Housing Sub- 
committee in the House, has introduced a‘bill that I really intended 
to ask some questions of Mr. Mason on the other day when he .was 
before us. That. would give to the Commissioner of FHA the right 
to ‘grant a moratorium if the situation required it and the mortgagee 
requested it. Are you familiar with that bill? ; 

Mr. Severtn. I am familiar with it, Senator, but I do not know 
that we could take a position on it. 

Senator SparkMAN. What is that ? 

Mr. Severrn. I say I am familiar with it, but I do not know that 
we could take a position on it, This is a relationship——— 

Senator SparkMAN. That is all right. I just thought that. you 
might have 

Mr. Severin. It is a relationship between the borrower and the 
investor.. It sounds worthwhile, from my point.of view, but that is 
out of my province. 

Senator Sparkman. Senator Bush, we will go-back ‘to your ques- 
tions. First, may I ask one.more question, and Senator Bush may 
want to develop this. That is the one relating to the tax feature that 
you bring out. 

Mr. Severtn. Under rental liousing ? 

Senator SparKMAN. On rental housing, yes. I notice you say that 
one alternative you suggest is that the privilege might’ be extended 
to the corporation to be assessed as if it were a partnership. 

I believe you know that there is pending legislation now that would 
extend to the smaller corporations and permit just that. Not more 
than 10 stockholders, I believe, is the way in which it is presented in 
the bill that our committee recommended, the Small Business:Com- 
mittee. I believe, also, the Secretary of the Treasury later recom- 
mended the same proposition. That is what you have in mind, is it 
not? Something along that line? 

Mr. Srvertn. Yes, with some elaboration upon it; yes, sir. ‘ Would 
you like me to explain what I mean by “elaboration” ? 

Senator SparkMaANn. Yes; what do you mean by “elaboration” ? 

Mr. Severtn. The investment in rental housing. under our internal 
revenue laws today allows a depreciation writeoff each.year, . Depend- 
ing upon the size of the project, this figure, therefore, can be small 
or large. If we want to get a-real high volume of rentul, housing built, 
I think we must attract the type of investor who wishes to take advan- 
tage of the depreciation factors that: would be available to him in the 
ownership and management of these large rental projects. 

Today, he is precluded from doing so becatise the Congress, and, 
perhaps, wisely—I ‘do not know—decided that we should have all of. 
these large rental projects under section .207-and many.,of the other 
sections be corporations engaged. solely in that business. And, ‘our 
attempt here is to have the Congress consider the advisability of: All 
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ty rights if they must have one corporation, doing nothing but operate 

.. this, that: the stockholders be given the privilege to treat the i income 
from that as if it werea partnership: 

Senator SparkMAn. If the provision, I referred to.is.written into the 
law, it seems to me that answers it. ' 

Mr. Severn. But it is the so-called. small corporation that you 
are—— 

Senator Sparkman. Are. hot the cokporations that handle projects 
such as this rather small corporations g 

‘Mr, Severin. It is very, similar, I should say, Senator, to this 
proposal. 

Senator Srameacan, I believe the imitation i is only the number of 
stotkholders ;.closely held; 10 stockholders, I think. 

Mr. Severin. ‘Then, that is something we would be delighted to 
support, sir. 


Senator Sparx AN. Senator Bush, yeu Ww anted to ask some further 


questions ? 
Senator Bus.’ Yes. ‘On page 12, in the first long paragraph there, 


you speak of the requirement™thder the act that they, first, interest a | 


charitable, or nonprofit corporation as'a sponsor, or that they, them- 
selves, organize,sort of a civic cotporation. - This is in connection with 
relocation rental housing in the urban-renewal. section. _Why. is that 


in the law,in‘your view? ,Why do we have it in the law that charitable’ 


or nonprofit corporations. must be the sponsor ? 

Mr. Sevekrn..-We think that it is wrong, and ‘should not have been 
there, Sénator. 

Senator Sues. Why was sit put in there? Do you know? 

Mr. Severtn. ‘NO; I do rfot know. 

Senator Buss. Can you not afgue the other side of the case for a 
minute? | 

Mr. Skevertn. I would be ‘delighted to, sir. I did not know you 
wahted me to argue the case. 

Senator Busu. I.do not mean your, case, but I want to know, first, 
why itisthere.;° * 

Mr. Severtn. I donot think it should be'there. 

Senator Busy. I know you,do not. 

Mr. Severtn. I cannot argue for it. 

Senator, Busu.' Why did thé people whe put it there think it ought 
to be there? 

Mr. Severrn. -I think my good friend, Senator Sparkman, can tell 
youbetterthanI,. © 

Senator SparkMANn. You might ask the committee. We wrote that 
in right here in committee. 


Senatdér Busu. Let’s assume that wé do know thé reason why it is 


there, which I have forgottén. 
Mr. Severtn. May 1 be permitted to use a personal reference’ 
Senator Busu. Té]l us why it ought tobe taken out; will you? 
Mr. Srvertn. Yes.’ If I miay be permitted to use ‘a personal refer- 


ence, T think it will illustrate, more than anything else I know, the ° 


inadvisability of this particular thing. 
Lam dealing with a commutiity in my:locality that has 740 families 
resently living in public housing which recently reverted to the city. 
The city is determined to get rid of the 740 units and replace them 
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with something attractive, and they are now negotiating, with me and 
some other companies to do this. 

What happens to these 740 families, who are essentially ‘sailors, that | 
are low-income men? .There is no place for them to go. 

As séction 221 is presently written, ‘this community will not allow. : 
any relocation housing to be built, so we have got, to go to a different 
community. The other. éonminity iS Cer tainly not goirig to réquest ° 
this. 

That is one feature that has to be changed. 
..” Secondly, no charitable ornonprofit organization has indicated any — 

interest in trying to build housing for these.740 families.. Yet'the op- 
portunity is there, if you. would make it possible, for private industry 
to go out and form a profit corporation to go in and build the-housing 
and take these people out of these units in an orderly fashion into an 
adjoining community, and thén everybody is happy. ' 

enator CLarKk. Mr. Chairman, could I interject the cominent that, 
in my judgment, the witness has put his: finger en the single, most 
serious deficiency in present housing legislation, which’ is that we,are 
not making provision for the.relocation of families who aré going té 
be displaced by urban redevelopment, by the highway program, and 
by a host of other local, State, and Federal projects which are goirig 
to throw a lot of families out of homes. We have’ hot found the: 
answer as to how to take care of them yet. I think you have hit on 
something which is of vital importance to this committee. 

Mr. Srvertn. We, sir, are convinced that the changes we have asked 
in sections 221.and 220 and thése rental sections will take care of this 
very problem.. And it,is‘@ serious problem. I can tell you Lam, per- 
sonally, dealing with one, and I know how serious it is, 

Senator SparKMAN. [et me say that the administration bill proposes 
to make this yery change, does it not? 

Mr. Severrn. Right. 

Senator Sparkman. And so does ‘the committee print I nefetred 
toa while ago? 

Mr. Severin. Right. 

Senator SparkMAN. So, I do not know, that we eal ta spend any 
time arguing over it. I feel quite certain that- the change’ will be 
made. ‘However, I do think ‘it: might be a matter of. historical 
interest—recent history—that at the-time tliat was. written in, re- 
inember,. we were writing a brandnew program. Seetion 22f was 
unknown, and a.great many, people. thought it was a rather, dariiig 
program. And that is.the only. way, we could get, section 221 writ- 
ten in, 

We move and we progress from time.to time.. There was a time 
when the insurance level--I think you bring’ this out.in your paper— 
was much lower than it is now. There was a time, as you-bring 
out, when the term of: the mortgage was much’ shorter wai it is 
now.. We did not dare: go into long-term mortgages. 

But, as you bring out, we progressed and moved along in’ that 
direction. “And that is exactly what was tlie situation here. Section 
221.was a new ‘program. It was untried. Arid the only way we 
could get it was by putting a safeguard there such as this. ; 

I certainly agree with you that it has demonstrated itself, and 
it is time to remove the safeguard. 
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Mr. Sealine Thank you, : oe 

Senator Busu. Mr. Severin, at the bottom of page 12, you say: 

We believe that, FNMA’s businesslike ailministration will continue to assure 
sound operation: of the agency, regardless of the level at which the ceiling on 
veligible mortgages is placed by stathte. 

I like your reference to‘ businesslike administration.” I hope that 
it is that. ‘Then you'go on tésay ‘this 

We: must again 0 ypose section 202 (8S. 3399), which would give FNMA au- 
thority to set purch: bev prices in its special assistance program at less than par, 

In other words, .you_ Ww, ant’ to pay .above'the market for the pur- 
chase price? What is.the-point of that? 

Mr. SPVERIN. You reca]| now, Senator, that. we speak of special as- 
sistance;: and, in the judgment of the ‘Congress, they have seen fit 
to pick upon certain segments of oursproblem or. our population. in 
an atteript to, provide housing for them. It will be impossible to 
accomplish this——* 

Senator Sparkman. May,.I tie in there, she: the executive depart- 
ment, betause the President, hintself; "recently took some of the funds 
made available to him and. used them ‘for the purpose of enabling 
FNMA to make par purchases | in.certain fields? 

Mr: Severin. Yes. This, again, I’ want to emphasize, is for, spe- 
cial ‘assistance | and does not in, any, way refer to the secondary- 
tharket operation.’ "FNMA, by ‘the w ay, 1S, as you well know, run- 
ning, two different ‘kinds, of shops up there. One is the. special 
assistance, and thie other is the secondary market. 

Senator Bust. That is right. 

Mr. Sever. If the Government, in its judgment, sees fit to sup- 
port. a program to.the extent :that they’ want the job done, they 
have‘ got’ to provide'the furids to do it, and the funds are not avail- 
able, ‘ordinarily speaking, at the interest rates that the Congress 
sees ‘fit to set.so that builders will be induced to go’ in and do the job. 

In other words, no buildér can: afford to: assume a 4-. or 6- or 
more-point discount* dna, mortgage and go in and build: for these 
speeial- -assistance piirposes. 

Senator Busn.: It would all, depend: oft what. the rate of interest 
was whether le,could afford tq or Hot 2 

Mr. Severin. 'That-is right. 

Senator Busi: I atti just’ a little reluctant to see the Government 
forced to pay, par for'a mortgagé, ng platter what the rate may be, 
and that is whaf.you appear’ to. want’ there. 

Mr. Srvertn. Well,.as counsel pointed ouit there, special assistance 
is intendéd as.strong medicine .in situations Where crastic measures 
are re julred, ‘and its tonié éffect should: not: be diluted. This, we 
agree. | Now, if it is going to, be special’ assistance, I, think yon-have 
got to ‘look ‘upon it‘ in a jdifferent Jight’ than you do ii a normal 
aperation of FNMA;as we .now know ‘its secon lary market. 

Senator Busi. -I ‘am not opposéd to cértain special-assistance pro- 
>grams. In fact, I ltave stpported ‘them: But I would like to see 
‘them, supported for what’ they’ are, and’ not indirectly by putting 
FNAIA into the market at ‘an prtificial-price. | In other wor ds, I think 
when FNMA buys it ought:to-buy on, a competitive basis: _ That 
is’ thé" purpose of its in my judgment. I mean that should be an 
objective. 
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Mr. lhcanesis The’ interest rate would: have to be’ higher, than in 
most cases to be attractive. 

Senator Busu. Yes. Well, you have advocated that, too. 

Mr. Severtn. Yes. 

Senator Busu. Now, you said on the next, page: 


FNMA’s Board of Directors should be greatly strengthened. . 


Would you care to expand on that statement ?” 

Mt. Severtn.. We hope to come before this committee at the first 
opportunity, but not before October, and..explain our ideas -for the 
expansion of FNMA into a true central mortgage-reserve facility, 'to 
avoid the highs and lows that we in our industry have been forced 
to endure for, the past few years—of having money or having no 
money to support our industry. And this, in our judgment, in- 
volves bringing people who are actively erigaged in the lending ahd 
building: business onto the Board, of Directors. of FNMA so they 
can provide the, businessman’s approach to this., This is no criti- 
cism of FNMA’s operation. On, the contrary, as I hayeisaid here, 
we-think they are doing a most businesslike job; and we are very 
glad to'w ork with them: 

Senator Busn., You are reserving your suggestions about the, Board 
of Directors for the present ? | 

Mr. Severin: Yes. 

Senator Busx. I think that is all. »Thank you, Mr. Chairnian. 

Senator SPARKMAN. Anything further, Senator Clark? 

Senator Crark. No. | 

Senator Sparkman. Thank you vety much, gentlemen. We are 
very glad to have had you. It has been a great,help to us. 

Next we will ask:Hon. Joseph Langan, miayor of Mobile, Ala., 
to take the stand. 

Mayor, we.are glad ‘to have you with as. I uvjdetstood: that’ 
yousand Mayor Dilworth were to eer together, but; he has been 
delayed. , I am glad: that-you are able to: proceed without waiting 
for him. 


STATEMENT OF JOSEPH LANGAN, MAYOR, MOBILE, ALA., 
UNITED STATES CONFERENCE OF MAYORS 


Mr. Lanéan,: IT am Joseph Langan, mayor of' the city’ of Mobile, 
appearing in behalf ofthe city of, Mobile and, also,.as a representative 
of the U nited States Conference of Mayors. 

Mayor Dilworth, of Philadelphia, also, will appear, and he w ill be 
here probably in,a few minutes. 

I want.to thank this committee for affording me the opportunity 
to appear before you to present matters pertaining to the need for 
legislation for a continuing, comprehensive’ housing ‘ program. ‘T 
would like to commend Congress for its interest. and great,assistante’ 
rendered during the past two decades to the cause of better. pcm for 
our American citizens. 

This bill,-S. 3418, introduced by Senator Sparkman ‘and passed at 
this session of Congress, provides for many of our needs, but, as he 
oe expressed when he presented said bill, later on this ‘session 

peepee that, after hearings, another bill would be presented to 

ea thorough program. for the housing needs of our:citizens. I 
25834—58-—19 
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recetved: a printed copy of that bill this morning. I bees not had a 
« chance’ to.review it, too well, but I did read, during the hearing here 
this morning, somewhat, the a -print bill of May 8. 
_ , Sénator'Sparka1an May I, sa ayor, that committee print, in 
order that you may fully ees isnot intended to bea complete 
rheasure. Whatit really represents is Bri inging together some thou h 
that we had had that we ere not included in other Jegish ation pending. 
before'us. ane cod 

Mr, Liancan. Yes, sir. va a 
. Senator Sparkman. We’ have a’ whole mass of bills that we are 
considering, including that. . - ° ' 4 | 

Mr. Lanegan. Yes, sir. Of course, the bill passed earlier this) year 
has only been, in, effect a few monthis. , We'haveé not.seen the coniplete 
reaction of the, housing industry to it. _But we do'feel that its provi- 
‘ sion’ are certainly .in consonance with ‘the thoughts and: ideas and 
things that we feel are necessary fér the improvement of our housing, 
and we do ldok for many improvemenits to be brought about throug 
the provisions that, haye already been passed at this session for iy in 
housing. 

Senator CraRK. Mayor, could I interrupt you to.ask whether you 
have noticed any. packup 3 in home. building in ‘the Mobile area since 
that bill:was passed’ ° 

Mr. LanGan: T ies has been sortie; yes, sir. It was very slight there 
‘the first. part of the year, but it has picked up some now, and we do 
have considerable numbers in the planning stages-‘now. In particular, 
our planning commission’s requests for ‘planning of subdivisions have 
increased considerably during the past few weeks. 

Senator’ SPARKMAN,.’ By’ the way, you said that it had only been in 
effect a few months. ,.It has only been in effect five weeks. And the 
testimony we ‘have had before the’ committee so far has been to the 
effect ‘that, there’ has’ been a, cbheiderably” pickup in housing through- 
out the country. 

Mr. Lane@an. It has many features Ww hich I feel are very important 
and which will-help the building situation, 

We feel that many factors are at work in our country which are, 
producing conditions which necessitate the enactment of the legislation 
which has already been passed plus supplemental legislation to create 
an overall, comprehensive housing, program for the United States. 

Some of these factors are : 

First, a rapidly ‘expanding population requiring housing for new 
families and also more adequate housing for larger families. 

Second, we have, through advances in’medical science, many older 
citizens with special needs in housing—and housing within their eco- 
nomic ability to pay for the same. 

We havea rapidly increasing custellvicinh of students in our colleges, 
which requires.additional student housing. 

A large segment of.our population, because of the economy of our 
Nation, lack of education,. age, disability, or other reasons, do not 
have adequate income to provi¢le itself ty ith adequate, proper housing, 
and, therefore, it is in vital need of:low-rent housing programs in order 
to provide it With adequate, housing. .. 

The continued rapid urbanjzation of. our Nation, and especi ially the. 
‘recent rapid growth of some of our older cities, is causing a number 
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of preblems which can only be, met by a compreliensive program of 
housing and turban renewal.’ 

The' ‘ownership, of the automobile by 4 greater percentage of our 
population has caused a trend of living great distances from business 
and places of occupation and has brought .about. great changes i in the 
pattern of our city planning. 

It has, also brought on problems concerning street- pav ing, widaning 
and improving, traflic control, and parking areas, all of which involve 
displacing of persons-and the need for urban renewal. ‘ 

The above-described: conditions are at work in ‘all of our American 
cities today. Aid, while I will use as an illustrativeexample my owh — 
city of Mobile, I am sure that what: i is true in Mobile is more or less 
true in our other cities. 

Mobile..was founded by, the Frehic h over 250 years ago, and the 
French engineer planning the original city, which is our present down- 
town area, stated, he hoped he was not’ dverly optimistic but he’ was‘ 
planning a city that. might Some day grow, to a population of 400 Souls. 

In 1940 Mobile hada population of 78; 000. 

. Today its population is 180,000, w ith two other cities, recently com:, 
! ing into being on its borders, so that the total metropolitan area has 
a population of 250,000 people. 

The population of this area has, therefore, tripled in ‘the ‘last 20 
years. - With this growth have come many problems concerning all 
phases of housing. As our, cities grow, changes take place in ‘the 
character of all our neighborhoods. Tliat which was once our finest 
residential neighborhood close in to the downtown area,’ because of 
limited transportation‘and utilities, has now changed to an industrial 
or business area with some remaining blighted and slum housing areas. 

There is still a need for some close-in housing for our laborers, and 
low-income people who need to be hear their places of employment 
or within reach of public transportation. This need, .howeyer,. is 
not met by slum housing: 

In earlier years there was little or no planning for our’ cities, and 
most of them just grew. However, we are now planning and es- 
tablishing planning commissions’ and employing trained technical 

rsons to design ‘our cities for the future. The future plan can only 

carried out through the elimination of the mistakes of the past, 
either by a redev elopment program that completely removes the struc- 
tures in an area and makes the'land available for’a completely and 
properly planned use or through rehabilitation and renewal which 
save that whicl: is in conformance with'the planned character of the 
neighborhood and rehabilitate the same’ where necessary and remove 
and replace that which is incongruous to the overall plan. 

This. program has not been able to moye forward as rapidly as it 
should because of many limiting factors. The requirements ot’ ini- 
tiate the program take time to prepare and are often difficult to, meet. 
The fact that the people occupying the slum areas in the-areas: pro- 

sed for renewal were not financially able to procure other housing 

as had a-deterring effect or urban renewal. 

We have an:urban renéwal program which has been held up for 
some time awaiting the construction of low-rent housing-in: order to 
provide housing for those who would be displaced by thé urban re- 
newal program. 
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Delays. are also’ caused by ‘problems connected with appraisals of 
property in the project area, controversy over the sale of property 
and condemnation*proceedings. “.  " , | a 

Senator Cruark. Do ‘you mihd if L interrupt you for a minute? 

Mr, Lanean. No,sir, ." “ov, 

Senator Crarg: Beéause I am very much-interested in what you 
said about your, relocation problems... Do I understand that you 
have pending some, applications fér public housing units in which 
to rehouse thosevwho will be relocated as a result of your urban re- 
newal profram?'' |, . Si DH USN CD 

Mr: Laseen: Yes, sir. peat PF Ht let, 

. Senatot CrarK.,Can you tell us how,many units you have in mind 
for publie. housing ¢,' | 
r. LaNGan. We have now,407 units:under construction, and-we 


_ have 2;180, units that we filed‘an application for the past week. 


Senator CrarK. Does your experience give you any hope that you 
are going to ‘get that application approved by the Public Housing 
Administration? Do»you think you are: going to be able to meet 
their terms? , ), Bt hy 

Mr, LancGAn. We'did on the 407 that we are const ructing now, and 


‘we hope that we can’on thé others, Of course, as I say, we do not 


know until’ we actually get into planning. . We made the ‘application 
for preliminary planning. Then; when we lay it out, we will make 


the final application. We hope We can meet their terms. But, as 


I say, some of them are difficult. © ~ ‘ 

However,-some of the proposals allow the placing of smaller units 
and not the large areas, and probably in future years as people be- 
come better situated economically they can maybe even purchase those 
homes: We, feel both of those recommendations in this proposed bill 
are very good. —— ' 

Senator Crark. Does your,.contemplated highway program give 


you ay rélocation problem ? 


Mr. Layean. Yes,’sir: ‘We will have over 1,350 people who will be 
removed through 1 of the expressways coming in to the city. 

Senator’CiLarK. Could you give us an estimated total of the number 
of individuals who are going to have to be relocated as a result of all 
of your planning, for Greater Mobile? 

Mr. Lanean, It,will be better than 3,300. 

Senator CrarK. Thank you very, much, Mayor. 

Mr. LaneAn.. We also have been delayed in the development of 
some of our urban ‘renewal by, our drainage and our paving and our 


other utility programs thathave to tie in to the urban renewal area. : 


Of course, the, other’ plarining in conjunction with this must be fi- 
nanced, carried out, and proper programs set up for it. 

‘We are now, however, pushing forward with our master plan: for 
an enlarged and growing city,and the only way that this master plan 
can be. made effective is through an urban renewal program ade- 
quately financed:by-the Federal Government with matching require- 
ments which can be met by the local governments which are deeply 
in debt and hard pressed to find funds in their meager income to 
provide the increasing demand for city services. 

‘Senator CuarK. Would you'stop right there, if the chairman will 
permit me? I would like to ‘have you amplify that business about 
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the ratio between the Federal grarit and the local contribution and . 
to get your comments as to whether you believe ih your city or ih any 
other city you know anything about’ it is going to be feasible as a 
ractical matter to increase the local cohtribution and de¢rease the 
Federal grant... °. | pe attr, 
Mr. Lanaan. No, sir. ‘I feel that actually the converse is true, that 
actually: we are faced with great difficulty now in making the two- 
thirds'to one-third matching. bec ies | aaa eee 
.We have many’ incidental. developments. in, connection with these 
areas.. In other words, as we try to move into an urban ‘area and 
ut in urban renewal, it has its effects om thé surrounding area. For - 
instance, to put in overall drainage programs, ’which cannot be just 
placed there for the urban renewal section: itself but must take in the 
_ entire drainage area of a section of our city. , ; 

Right now we have one that, is just absolutely necessary because of 
a proposed highway that is coming through a portion of: our city. 
It is proposing to dump water into an area which is already being 
flooded, so that we must divert this water. Present plans call ‘for a 

$2,500,000 expenditure. ' We just do not have that kind of money. 
‘So there are.-many things, connected with it.. The highway traffic 
movement in and around urban renewal areas. Drainage in and 
- around them. ‘The extension of utilities in and out of those areas. 
We do: not have’in our funds the ability to match this, and the 
-mayors are.proposing that actually the fund ratio be changed from 
a two-thirds to one-third to either a 75 to 25 or even an 80 to 20 
percent. 

Senator Crark. Mayor, you say you do not have that kind’ of 
money. I wonder if you can give us a few approximate figures as 
to what. has happened to your revenues in Greater Mobile’ since 'the 

- war? What has happened to. your tax rate?.. What has happened to 
your bonded indebtedness situation? ‘All for the purpose of getting 
some testimony in the récord to persuade the administration'that'they 
have been living in a dream world when they think ,that ‘our local 
communities are going to be able to pick up a larger part of this tab, 

Have you not had a very real demand for extra revenues? Have 
you not had to raise your taxes? 

Would you follow along that line for a little bit? 

Mr. Lanean. Yes, sir. We have tightened up inievery: way pos- 
sible to increase. the revenue for our city. Of course, the basic city 
tax in Alabama is such that. we are limited under the constitution as 
to the amount of property tax we can levy, which now ‘is 714 mills. 
We can go to 1234 mills under the constitution, but that only ori the 
vote of the people.’ We have now 214 mills of that 5-mill leeway on 
the proposal to. be voted on on June 3. We are trying now to get 
the people to vote 21% additional mills of property tax to provide for 
the drainage program we are faced with now. 

Senator Ciark. Do you have any other sources of revenue for your 
municipalities other than the property tax ? 

Mr. Lanean. Yes, sir. We have our business licenses, the main 
productive source. We have one-tenth of 1.percent on the gross reve- 
nues of most of our businesses, and some of them even higher. 

Senator Ciark. That‘is, in effect, a sales tax ? 
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Mr. baron,’ It amounts to prabtisally the same. It is a business 
license, but it.is just another name for.a sales tax really. 

‘Senator Crarx, Aind do you have any wage or income tax 

Mr. Langan. No, sir; we do not. ' Not in Mobile: We do in 1 other 
city, in Alabama, which. has a‘l-percent wage tax. | 

enator CLarK. What has happened to your revenues since the wart 
Have they increased substantially? 

“Mr. Lanean. Since'the war our revenues — incr ensed approxi- 
mately 100 percent. ‘They have practically doubled. But also our 
» pépulation, during that, period has increased’ from 129,000 to around 
180,000, so we have had about a-one-third increase in vopulation. 

That, of course, does not really paint the picture of what a city is 
faced: with. A. city in days gone by was a concentrated area with 50- 
foot and 40-foot’ and 25-foot lots sé. that‘you could service 10 or 12 
people on your sewerage system in a block, and you could also pave 
only a short amount of street. Dr: ainage sy ‘stems and ever ything else 
« were concentrated. 

‘ With the automobile, the areas are spreading out into.miles of ter- 
ritory, with 100-foot, 150-foot, and 200- foot frontages for our homes. 
That means that a garbage collector can collect probably one-half of 
the number of houses that, he used to. The sewer department to install 
sewer and water lines has to expend 2 and 3 times the amount. 

As a matter of fact, we just finished borrowing over $22 million, and 


‘we have the water and. sewer systems saddled with debt now; just - 


barely keeping its head above water. 

Senator CrarK. What has happened to bonded. indebtedness since 
thewar? “" : 

Mr. LaneGan. ‘Our bonded ’ indebtedness has actually decreased a 
little since. the war—that is, as far as the general fund is concerned. 
But in the field-of improvements it, has increased tremendously. 

We owed one debt for one particular area of operation which was 
paving of our streets and public. improvements of that type. That 
amounted to $3 or $4 million. Today it is $17 million. 

The same way. with the water and sewer board, which owed 2 or 3 
million dollars. It owes today $22 million. 

So that in all of the fields of spreading: out service we have’ had to 
increase our debt tremendously. 

Our general obligation debt, however, is limited, and we have not 
floated a new bond issue .on that recently. However, the need for 
permanent publi¢ improvements is increasing very rapidly. As we 
go out, into new areas we have.to install fire st ations and other services 
which.will necessitate in the near future an additional bond issue to 
provide for, the financing of these capital improvements. 


Senator Crark. Would you say that the burden of local.and perhaps | 


also State taxation on‘your.citizens has increased in the last 10-years? 
Mr. Lanean.: Yes, sir. It definitely has. 
Senator Crark. More than the pee burden? 
Mr. Lanean. It probably has.» I do not know whether the per- 
centage of the income tax maybe has gone up in those years. 
Senator-CiarK. Of'course, across the country it has increased enor- 
mously. The proportion of State and ‘local indebtedness and State 
and local taxation has gone up very much across the country since the 
war. 
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Mr. Lancan. Yes. sir. 

Senator Ciarx. I did not know whether that was thé case in Mobile. 

Mr. Langan. The cities themselves, of course, comparable,to'the in-' + 
come of other governmental bodies at the turn of the century, were at - 
the top.. ‘Today it is the Federal Government, the State, the county, > 
and then the city. The city is at the bottom. Our income today, com- 

arable to other governmental units is yery meager. We are very . 
Taira ned. But, yet, we are the governments on which the main 
‘demands for services are ‘being made. : 

Our county government has a higher revenue than our ity govern- 
‘ment has, yet, we.employ almost 2 persons to their 1-—persorinel who 
are serving the people.. So that we are getting the burden far serviees | 
and yet we do not have the income to meet the services. 

' Senator CLarx. Thank you very much. 

Mr. LanGan. One of the great needs of our cities is to provide ‘for 

adequate housing for our low-income citizens, and especially housing . 

‘for our minority groups. Today we actually havé many of our 
minority group ‘people living in crates out on the dump, in, shanties, 
inpartsofourtown. — . 

lobile today has 3,360 low-¥ent; housing units with 407 units now 
under.construction, and we have just recently applied for an additional 
2,180 units; for a preliminary loan for the planning of the same. 

Senator CuarKk. Mayor, can you seen any connection between the ini- 
adequate housing of your minority groups and your crime rate? - 

Mr. Lancan. Most definitely. “In those areas where we haye poor 
housing and slum conditions, our police are continually busy. . Our 
hospitals are involved. And particularly there is another field that 
we are hurting badly in.. We are contributing almost a, million dollars ° 
locally to care of indigent patients in our hospitals: These people who 
live in these slum areas are continually in fights, cutting scrapes, and 
things of that.type,’and.they go to our ‘hospitals and have to be'treated 
by the city hospital with taxpayers’ funds. 

All of these things we feel an be improved by raising the standard 
of living of our people, giving them decent housing and t trying to raise 
their morale. 

Actually, slum conditions’ are a condition of. attitude of people and 
not really an economic situation as such. Stockholni and other foreign 
cities claim they have no slums, yet, they have people in the low-income 
class. But it-is a pride in the ‘individual. We believe that by giving 
these people adequate housing we can develop their pride, their interest. 
‘in educating themselves and. making themselves good citizens of our 
conimunities. 

With the.construction of these additional dwellings we will bein a 
— to move forward with thé other plans for improving our cities. 

e have pending at the present time applications from 2,828 families 
for low-rent housing. .In other words, that has beén-brought right up 
to today. Our applications have been processed, and the need still. 
exists right now for 2,828 low-rent housing units. 

With r many more persons threatened with displacement by the high- - 

_ way, the airport, and the renewal programs, our surveys show that we» 
ave at present 16,313 housing units which are substandard and, for 
which adequate housing has to be provided. ' 


« 
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Senator CLarxk. What percentage of the total isthat? Do you know, 
Mayor? Be ! 5 NONE 

Mr. Lanean.. That is approximately 33 percent of our total housing 
thatissubstandard. a . : 

It is, therefore, imperative that the low-rent public housing program 
be continued if we are to be able to move forward with our highway 
program, our airport program, and the urban renewal program, and 
an enforcement program of'minimum standards for our housing and 
still provide decent housing for those persons who will be removed 
from this substandard housing by those programs. 

They have no place to. go. ' If we go in and enforce our minimum 
standards program, then they have got to move; yet they have no place 
to move. a 

So we feel it is absolutely vital that we have a low-rent housing pro- 
gram continue. ‘ msg 

We also have a great need for a program of assistance for those per- 
soris in the middle-income bracket. The median cost of housing has 
been continually rising from $12,300 in 1954 to $13,700 in 1955 to 
$14,950 in 1957. Now the—— 

Senator CuarK.. Are those prices reflected in the Mobile area?. Or 
are your prices generally lower due-to the climate and 

Mr. Lanean...They are slightly lower. But because of the rapid 
growth in Mobile; actually, the scald is, probably equal to the na- 
tional level. Our:income is much dower than the national level, so 
there we are getting caught in the squeezé of the rising cost of housing 
- and our low income:and the demand for housing by the rapid growth 
of the city. ' . 

Senator Cruark: It was very encouraging to hear that since the 
emergency housing legislation .went through there have been some 

i¢kups in private building in the Mobile area. Do you find that the 
Smee that are being built are,low enough in price so that the middle- 
income people can afford to buy them.or rent them ? 

Mr. Lancan. Most of the prices are running in the $13,000 to $15,000 
_ bracket. As I say, because.of our low income, it is making a strain on 
many of our people to purchase those homes because we run about two- 
thirds of the national average in income in that area. 

Senator Ciark. So there is still a great unfilled need for private 
building for moderate-income families in your area? Is that right? 

Mr. Langan. That is right, sir. 

The. strength and stability of the Government. and its people: are 
dependent, upon its people being educated to understand and_par- 
ticipate in goverhment and being homeowners to feel that they 
actually have a!personal stake in the well-being of our Nation. We 
should, therefore, do all possible to aid our people in obtaining homes 
through.a program of mortgage loans directly and through FHA 
loans. 

‘Of course, this new program we feel may make additional money 
available-which will take care of some of that need. But if it does 
not we fee] that probably the Government through funds that may be 
available to it in its insurance programs and other programs could 
make somé of those’ funds available for a direct loan program if the’ 
local market becomes unavailable for that purpose. 
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| Tosummarize, I’ would, therefore, like to recommend that we move 
forward with a low-rent housing program, that the same be continued: 
and expanded. I notice in this committee print you do recommend ° 
35,000 additional units. And we hope that through the regulation 
changes anid the allowing of those units‘to be placed in various parts 

of the city, in smaller groupings it will aid in the overall: planning 
and development of our city and ‘also will help to bring about home- 
ownership for those people if they improve their economic 
condition. 

Also, we would like to recommend that urban renewal programs 
be extended for 10 years with an allotment of $5 billion being made 
available during’ that’ period, and that the ‘panbeiiing formula be 
changed from a ‘two-thirds to’ one-third to a-75 to 25 Sawn or even 
an 80 to 20 percent formula. 

Also to provide that sites in urban renewal ‘areas may be available . 
to the housing authority. In other words, when we go into,some of 
these areas to clear blighted areas and slum areas, we feel that we need . 
some low-rent housing i in close to industry where the laboring group, 
the minority. groups and others can live: and walk to work. They do 
not have automobiles and other transportation. So we feel in some ° 
of these urban renewal areas it would be well to allow the housing 
.authority to move in and. purchase an area for a low-rent housing 
program. 

Senator Ciark. They can do that now, can they not? 

Mr. Lanean, I thought they were restricted on that. 

Senator Sparkman. There isa restriction. 

Mr. LANGAN. Of course, it is proposed I think, when they do move 
in and purchase in those areas to allow the local ‘contribution to be 
the tax exemption from the city on that housing. 

Senator SparkMaN. Go ahead, Mayor. 

Mr. Lancan. But sve most heartily endorse the emergency bill that. 
has been passed aiid ,the recommendations as contained in’ this com- 
mittee print bill for the continuance and expansion of low-rent housing, 
the urban renewal program, and the other improvements. that are 
suggested. 

Senator SPpARKMAN. Thank you,very much. You have given us 
some very helpful suggestions. 

I want to say for ‘the record that our subcommittee held one of its 
meetings in Mobile during the adjournment of.Congress. We had the 
privilege of seeing some of the urban renewal projects getting under- 
way. We were very much impressed with the tremendous program 
that Mobile has in hand, and we are very glad that you wére able to 
come up and present us your views both as an individual mayor and 
as a representative of the mayors’ conference. 

Mr. Lanean. Thank you, sir. 

Senator Sparkman. By the w ay, may I ask you a question about,the 
section 221 project that was set up for Mobile? | Is it underw ay yet? 

Mr. Langan. They have not actually started the construction. We 
have commenced the laying of water and sewer lines going out there, 
and we are clearing up further easement rights to get them all the way 
out. Also we have revised their plan providing a school site and the 
necessary park facilities and all in that area. That has been'submitted 
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to the planning < commission ind has been approv ved, so we do expect 
it tree to move forward. 

t has been. improved i in layout. ‘We have a good park site.in there 
for recreation, sind also the school board has procured the school site 
in there, and 'the water and sewer lines are now moving forward into 

‘that area, so we do, feel it can move forward. 
_ However, I do feel that we'still-are goin to need additional section 
, 224 housing closer in,to the older part of the. city plus some low-rent 
housing for those other people who are beitig moved out of those areas, 
In other words, the section 221 housing will not take care of all the 
displaced persons. Too many of them’in that area are renters now 
‘and will need some additional housing that they can rent either from 
private industry at a’small rental or in low-rent housing. 
Senator SpArkMaN, ‘Thankyou very much. 


Senator Crarx. Mayor, I would just: like to add to what Senator 


Sparkman has said that it is like a breath,of fresh air to have a fellow 
like you conie up here and tell us-the real story. 
| Mr. Lanegan. Thank you. 

Senator Sparkman.: Mayor Dilworth has come in now. Mr. Mayor, 
we are glad you arg here. Will you come ar ound? We are delighted 
to have you. .Just have a seat. 


‘May I say, Mr. Mayor, I do not know what Senator Clark’s commit- ) 


ments-are, but I have a luncheon at 12:30. I was rather hesitant to 


ask you.to start before noon. In. fact, if it would suit your conyen- . 


ience, we could wait until afternoon for you to start. 


Mr. Duravortu. I do not think I will be more than 10 minutes, unless « 


that inconveniences you, Senator. 
Senator Sparkman. No, no. 
Mr. Ditwortu. If it does, I will be delighted to wait. 
Senator Sparkman.’ No,no. Go right ahead. 
Senator CuarK. Off the record. 
Remarks off the record.) 
enator SpPaRKMAN. . You may proceed just as you see fit. 


STATEMENT OF RICHARDSON DILWORTH, MAYOR, PHILADELPHIA, 
PA., UNITED STATES CONFERENCE OF MAYORS; ACCOMPANIED 
BY WILLIAM L. RAFSKY, DEVELOPMENT COORDINATOR, CITY 
OF PHILADELPHIA, PA. 


Mr. Ditworrn..‘Mr. Chairman and members of the committee, my 
name is Richardson Dilworth, and I appear here today both as mayor 
of Philadelphia and on behalf of the United States Conference of 
Mayors. 

To speak for such’a body as the conference of mayors.is, I believe, 
both a singular honor and a‘serious responsibility. For the members 
of the conference are the elected representatives of the people who 
live in-our urban communities, .And the great majority of the 174 
million Americans of today do live i in, urban communities. 

In a sense, then, I.speak for the bulk of the people throughout the 
Nation when I say to you that our cities are today in the anomalous 
position of being nearly swamped with critical problems and, at the 
same time, beginning to see solutions to those problems almost within 
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their grasp. You, gentlemen, are in the enviable: ‘position ‘of being 
able to bring those solutions within reach. 

I need hardly dwell at any great length,. before..a committee as 
knowledgeable as yours, on the kind and dimension of the crisis which. 
-- confronts our cities. You.know the -conditions of congestion and 
blight, the quantities of substandard and obsolete dwellings, the lack 
of decent and reasonably pricedhousing, and all the other problems , 

which add up to communities far below standards worthy of, America 
in the 2d half of the 20th century. /You are familiar with the Census 
Bureau’s Ss prognostications that theré will be’ 65 million more péople 
living in the United States by 1975, and that some 95 percent of this 

new population will have,.somehow, squeezed itself into metropoli- 
tan and other urbanized areas. 

Iam confident, too, that you recognize, with me, the fact that pro- 
vision. of sound community living is a matter ‘of paramount national 
interest ;. that it is of equal importance with+-and, indeed; , hecessary 
to—the maintenance of,a healthy and expanding economy — and the : 
preservation of the,national military security. 

Assuming, then, that we are all in agreement on the seridugness of 
the problem, I should. like to turn: at once to the question of,solutions. 

I have’ said’ that we are, beginning to see’ solutions, and I think 
that it is a tremendous thing to:be able to make that'statement. Not 
very many years ago, we were still groping: : Now, we have some tools 
that, however ‘slowly and imperfectly, are begining to get at major 
problems. There are still key gaps unfilled, of course, but it'is a great 
satisfaction to be able, i in Some instances, to concentrate on maintain: 
ing and perfecting existing programs, rather than on aemanding new 
ones. 

The United States Conference ‘of Mayors strongly supports the 
expansion and refinement of the title I urban-renewal program, and I 
should like to submit for the retord thé resolution adopted at the 
annual conference last September. and letters,from mayors of a num- 
ber of cities supporting continuation of this program. The low-rent 
public housing program is’ another which:the conference deems to 
have proved itself and to be worthy of maintenance and improve- 
ment. 

On the other hand, lack of effective financing machinery to reach 
the mass unserved market of lower middle-income families jis a.most 
serious gap in existing Federal programs and a major obstacle to the 
achievement of maximum effectiveness in other activities. 

Our experience in Philadelphia will, I believe, point up the kind 
of legislative action needed at the present time. 


URBAN RENEWAL 


The fact that the program of Federal aid to urban renew: Al i is prov- 
ing to be an effective one has been so clearly demonstrated:as to be 
beyond question at this point. It is demonstrated by the fact that 
the demand for this kind of aid has long since outstripped the supply 
of funds available. And thé number of “additional requests in various 
stages of preparation is already a large and growing one. 

But this very evidence of its effectiveness also demonstrates the 
size of the program needed. The Capehart bill (S. 3399) would in- 
crease the existing authorization by $1.3 billion over a 6-year period. 





é 
ie 
+ 
ae 
i. 
“i 
4 
} 
; 
| 
Lf 
F 
i} 
ae 


, HOUSING ACT OF 1958 


I say ‘that such an increase is welcome. It is, certainly, better than 
nothing. But, actually, it represents, a reduction of the current rate 
of progress, and, if that is the size of the authorization finally enacted, 
a number of cities will be forced to’cut back their’ present renewal 
plans and programs. ° 

Philadelphia is one such city. Having ‘hesebood the need and braced 
ourselves to dig deep to do our share, we have worked out a renewal 
program—covering both type of. activity and scheduling—which it 
seems to us'can save our great old city. Under the limitations of .the 
existing authorizatiton; we have had ‘the unpleasant experience, this 
year, of being .forced' to reevaluate and reshuffle the pieces of our 
“program—weighing one-piece against another, trying to judge which 
piece is ¢ absolutely essenti:t] that we.start on this year and which piece 
it is only important that, we do so, trying to:assess the damage that 
will be done by delaying 6n, one part and what the effect of ‘this 
- delay ‘will have on the other parts. 


This is not a pleasant process, particularly. when‘our hopes had been « 


raised so high by the working out of the total program itself. And 
we are not the only city iw hich has’ faced the total issue and worked 
‘out a total‘attack. ' 

All,the facts indicate that; for’ Philadelphia and other cities to catry 
out the programs already painstakingly drafted, the. authorization 
for title, I renewal aid should be iicreased by at least.$5 billion over 
10 years, and I strongly urge that you approve such an authorization. 
Indeed, "it would not “be difficult to justify a rate of’$1 billion a year 
instead of the $500 million I am tecommending. 

I should like’to note, for the record, that it is extremely: gratifying 
to all of us,who:are sp deeply ‘concerned with the progress iii this field 
to-have the principle of a long-term program recognized specifically 
in the administration bill} ‘even though we advocate a 10-year rather 
than: a 6-year spin for the authorization. But, to accomplish fully 
the objective of putting the program on a long-term basis, one further 
point should be recognized and provided for in the law., This is the 
‘distinction between expenditures and reservations of funds. 

It is recognized that renewal funds must be made available for 
-actual expenditure on an annual basis. However, if cities are to be 


able to undertake a continuing total program and budget their own | 
matching funds realistically, the reservation of funds for individual : 


‘projects should not be limited to the amount currently.available for 
expenditure. Rather, grant reservations should be made on the basis 
of the total funds authorized for the entire period, with the expendi- 
tures under the reservations’ limited to the total currently available. 
In this connection, the law should clearly make it possible to take 
into aceount: not only the total cost’ of individual projects but also 
programing -within projects. Otherwise, projects which: involve 
large total sums‘but which by their nature should be carried out over 
a longtime period might have tobe broken up into less logical pieces 


(with all the paperwork involved in treating each piece as a separate, 


project) in order to permit a start: being made‘on several‘at:the same 
time. 

Having underlined my faith, in. the value of this program and the 
magnitude which it ‘should have inorder to be able to live up to its 
potentialities, I should now'like to recommend to you a series of very 
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specific improvements which our experience , in — with’ the 
program indicates are needed. 


Requirements for local matching funds 


I am sure it will not surprise you greatly to hear that I cyte with 
alarm” the administration’s proposal, which is incorporated in $: 3399, 
that the Federal share in the financing of renewal projects be reduced. 
In fact, I view this with considerable alarm. 

The proposal i is that the Federal share be reduced gradually, over, 
the authorization period, from the present two-thirds to an eventual 
one-half by the end of the 6- -year period. . (Perhaps we are lucky the 
administration didn’t-agree with us on the need fora’ ‘longer authori- 

zation period: They might .have taken the opportunity to’ réduce the 
Faas to a mere token contribution.) The administration’ S\ 
stated thesis, in proposing this gradual decline, is that the State, and, 
local governments would ‘thereby have, time to arrange, to provide a 
larger share of project costs. Apparently the administration has an: 
abiding faith in the adage about time being valuable: , In their eyes, , 
time seems to be so valuable that it is.ac tually the same thing x as,ymoney. 
Somehow, given a little extra time, the.State and local governments 
will miraculously also have’ a little extra financial wherewithal.” ' 
This: is, of course, ridiculous—wishful thiiking, ignoring realities.’ 


~ Gradual or sudden, such a reduction inthe Féder: ul share can havevonly 
-one result: A slowing down‘of the program: —. ® 


This: I know from personal experience. A ssanpathetic State -ad- 
ministration has managed to’squeeze a-smal] amount of State aid for 
redevelopment into the budget i in Penisylvamia. . But I know-how hard 


it was.to find the money for even this small amount, and’ the State’s 


financial condition: is still in reugh shape. And in Philadelphia wé 

have already increased our allocations for rénewal to the very maxi- 
mum possible if basic city, operations are to be maintained and the - 
city’s financial status is to remain sound, 

Consider for a moment the debt picture of State and local govern- 
ments throughout the country. Their total debts increased from $16 
billion in 1946 to $52. 5 billion.as of June 1957, and they are: still far 
behirid in’ the provision of needed ‘community facilities of all types. 
Meanwhile, their total revenues (including Federal aid) have increased — 
only about 3 times since 1939, while the total reveriues of the Federal 
Government have increased approximately .thirteen- fold during, that 
time. 

No, gentlemen; the Fédera] share must not’ be reload: In fact, 
if the program is to assume. a. faster and more economical pace, the .’ 
Federal share should be increased. 

_ We advocate a Federal share of four-fifths instead of iwe- thirds.” 
We have, of course,, been advocating this for some time: . I guess we 
weren't very bright about the way we did it.. We failed to realize 
that, if we had only requested a gradual increase, everything would 


‘have been all right. ~I’d ‘like to state categorically vat this: time that 


a gradual rather than a sudden, increase in the Federal share would 
be erfectly all right with me. 

ne other point should be made before I leave the subject, of the 
Federal share in renewal costs. This relates to the alternative formula 
under which a city may finance the planning of a-project. itself and 
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 tlien obtain 75 percent of actual project costs from the Federal 


Government. ; | 
We-in Philadelphia had high hopes of using this alternative to good 
advantage. Then came the regulations as to the application of this 
provision. And we found that “admissible costs” under the alternative 
formula were spelled out in detail and omitted a number of costs in- 
volved in the carrying out of a project. - For example, the price paid 


for a piece of land 1s included but the closing costs involved in acquiring ° 


tion are excluded, and so on.: , ; 

The result is that, for a project in which planning has already been 
completed at the-city’s expense, it is still less costly to the city. to use 
the old formula than the alternative. 


I must say I-find this result difficult to reconcile with Congress’ in- 


title are not. Legal costs incurred in any court action over an-acquisi- 


tent to separate the cost of planning from the.cost of execution. - And. 


I urge that the law be aniended to specify that all costs incurred after 
the: signing. of a loan and gtfant-.contract are admissible under ‘this 
formula. : far yn ee 

‘There are, of course, other modifications in the requirements as 
to the local share which would make the program more realistic and 
speed up the pace, by enabling the localities to obtain the maximum 
matching fund credi 
renewal. L 

This requires revision of the definition of «admissible local expendi- 
tures (contained in sec. 110d)—first, to include expenditures on other 
city actions besides just buildings and facilities; and. second, to recog- 
nize. that‘ all city improvements actually constitute: renewal by spe- 
cifically permitting credit for city facilities serving.a broad area. 

In addition, the city should clearly receive full credit for admissible 
expenditures which ate made before the actual starting date of a spe- 


cific renewal project:. To this end, the “comniunity renewal” concept . 


proposed by the administration should be adopted. But the general 
neighborhood: renewal plan approach, which S. 3399 would eliminate, 
should also be retained. , And, the provision: that. credit be given ‘for 
local expenditures—made within 5 years before the loan and grant 
contract. for a renewal project—proposed in. S. 3399 as: part of. the 
“community renewal” program—should be adopted but-made appli- 
cable to the general neighborhood renewal plan program and, in fact, 
to all renewal projects regardless of how they were evolved. 


Limitation on allocations to any oné State 

In view of the size of the program needed and already worked out 
for Philadelphia, we continue to feel that the 1214 percent limitation, 
on allocations to any one State should be removed. 

However, at a minimum, the special amount available outside this 
limitation—for States in which more than two-thirds.of the maximum 


has been obligated—should be increased (sec. 106a). Originally, the : 


amoint available outside the limitation represented 7-percent of the 
total authorization, and, as the. authorization was increased, so the. 
amount available in this way was also increased. S. 3399 fails to 
provide any increase of this type. I would urge that an increase be 
provided and that the sum available outside the limitation be in keep- 
ing with the total amount of the authorization. For a $5 billion in- | 


t possible for expenditures which contribute to, 
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crease in the total authorization, an increase ‘of $350 million in the 
‘ amount set ‘aside would clearly be justified. 
Provision for early land aequisition, relocation, and clearance , .. 
Experience has amply’demonstratéd that it is important for acqui- 
sition of land, relocation of occupants, and demolition of buildings to 
get underway as soon as possible after the Federal Government ap-, 
proves the undertaking of a renewal project and reserves thé capital 
grant funds necessary to carry it out. Approval ‘is given and the . 
reservation 1s- made when the survey and’planning application is ap- 
proved. But, at ‘oa the Federal loan to carry out the project is 
not made available and no operational activities can’ be: undertaken. 
until the detailed tirban renewal plan for the‘area has been completed 
and approved by the Federal.Government—a process, which generally 
consumes a substantial length.of time. | 4 
On the one hand, this means that the prospect. of renewal activity’ 
hangs over an area for 4 protracted: period in. advance of the activity, 
with all the. attendant effects which that produces. On the other hand, 
since- redevelopers do not enter the pitture until the detailed -plan ‘is 
completed,.it also makes virtually inevitable the necessity for changes ,, 
in the plan.and each such change’ requires further action not only by, 
the Federal Government but.also by city council. fe ‘ 
In order both to get operations started quickly and ‘to permit joinit 
development of the plan by government technicians and redevelopers, 
therefore, the law should be amended to make it ¢lear that signing of 
the loan and grant contract and operations under it neéd not await com- 
pletion of the urban renewal plan. Rather, the law should require 
only that the land acquired should hot be disposed of until the plan 
has been approved. . .I think I need hardly point out that'such a change 
would in no way affect the basic standards—both Federal and local— 
, to which the final’ plan must measure up, but. only the timing and 
procedures for arriving at and carrying out that plan. ; 
’ Because of the variations in State requirements,. the amendment 
should make it possible for a local agency to follow either the existing 
procedure of completing the plan before starting acquisition -or the 
revised procedure of acquiring before the plan is completed.’ For the 
benefit of those localities which would still elect to complete’ the- plan 
before acquisition, I also advocate revision of the definition of an urban 
renewal plan (sec. 110b) to make its coverage simpler and, more ‘real- 
istic. S. 3399 would amend the definition to give'the Administrator. 
discretion in the application of the definition, but, from our point of 
View, it would be far preferable not only to, give the Administtator 
discretion but also to make the list of itéms to be.covered by a renewal 
plan more general. 
Limitations on nonresidential renewal 
We continue to feel’ strongly. that; if a:city is to be able to undertake 
a total program of renewal, the limitations on the use of Federal, funds 
for nonresidential renewal.must be‘eliminated. .This applies both to 
the general requirement ‘that an area be résideritial thar before or 
after renewal and to the limitations on the amounts of loans and capital 
grants which can be used for nonresidential projects under ‘the.excep* 
tion to’ that requirement. : 


i 
. 
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The Capehart bill provides for loans for noriresidential projects, but 
this does not get at the problem. The city must be able to utilize 
Federal grants for this work, and it must be able to treat the renewal 
problem as a whole. ice es 


Restrictions hampering conservation-type programs 

The Housing Act presently puts considerable emphasis on the under-. 
taking of a balanced program encompassing conservation work as well 
as rehabilitation and slum clearance. Yet the regulations for carrying 
out the Act contain limitations which make it exceedingly difficult to 
‘carry out an urban renewal project aimed at conservation. 

. First, the act authorized coverage of areas which are “deteriorated or 
deteriorating.” The regulations interpret this to mean areas in which 
20 percent of the houses are of slum quality. suitable for demolition 
and/or there are a combination. of other serious problems (land crowd- ' 
ing, structure crowding, etc.). This draws the line’so restrictly that 
an area must be pretty far gone—too far gone for the type of treatment 
considered as conservation—to qualify, We are, for example,:pres-’ 
ently finding it difficult to qualify sections of Philadelphia which are 
still quite good but obviously sliding,-where a relatively small expendi- 
ture now could prevent the need for much heavier treatment later. 

In order to correct this administrative narrowing of the law’s intent, 
we suggest that the law define “deteriorated or deteriorating” in ‘such 
a way that the regulations cannot, again be so restrictive. «1 am think- 
ing of some such language as that in the Pennsylvania redevelopment 
act, which has proved to be sufficiently flexible to permit effective opera- 

_ tions under it." On this basis, areas suitable for renewal activity could 
be defined as thosé which have'any of the following characteristics: 
Unsafe, unsanitary, inadequate or overcrowded condition of the dwell- 
ings therein, or inadequate planning of the area, or excessive land cov- 
erage by the building thereon, or lack of proper light and air and open 
‘space, or defective design and arrangement of the buildings thereon, 
or faulty street or lot layout, or economically or socially undesirable 
Jand-uses. 

Second, the administrative interpretation, of the type of activity 
which can be carried out in federally aided urban renewal projects, 
precludes at least one activity which is crucial to the success of a project 
aimed at conservation. This’is the assignment:of full-time. staff. to 
community organization work. No amount of government activity 
can preserve a neighborhood if the residents are not aroused -to take 
action themselves; during and after the renewal program. Yet our 
experience shows repeatedly that this cannot be accomplished unless 
the project includes provision for employment of people specifically 
to work on this full-time throughout the program. Other staff needs 
peculiar to conservation work are also somewhat difficult to include in a 
conservation program budget, because such budgets are still geared to 
projects where the weight is more heavily on clearance operations. 
But the community organization staff is the key problem. 

Tn this case,'it seems to us difficult to write into the law language 
which’ would be broad enough to permit the desired activities without 
creating new problems of regulations, interpretations, etc. As it :pres- 
ently reads, the law permits the inclusion in a renewal project of the 
planning and carrying out of a “program of voluntary repair and re- 
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habilitation of buildings or other improvements.” It’ — be help- 
ful, we believe, if-the committee report could emphasize the intent of 
the Jaw in this regard and that the provisions shduld not be interpreted 
so narrowly as to nullify the legislative intent. 


Additional relocation aids 


There are two groups of people who are unduly disadvantaged ‘by 
displacement under the renewal program, and the Federal law should 
be amended to provide special help to both groups. 

The first group is, of course, small- business mien. Twe aids are 

.recommended for this group: (1). provision.that the -small-business 
man shall be reinibursed for loss.of goodwill as well as for his physical 
assets, and (2) prov ision of a special mortgage” insurance program to 
assist him in obtaining financing to cover the purchase of a’ new place 
of business on ret asonable terms. 

The second group includes special hardship cases, such as people who 
are too old to” get _a new, mortgage on‘another property; or who will 
not get enough 1 money out of their present property to make the down- 
pay ment on another at today’s prices.’ For this relatively srnall group, 
we advocate establishment of a revolving.fund with which'to make ' 
‘direct loans available. 

There is one more problem with regard to relocation and renewal 
which I would like to call attention to; although ‘I realize that it is 
more suitably dealt with in another legislative context. “This is'the 
problem of displacement, by federally subsidized highway programs. 
It seems obvious that the same kind of aids shonld be ,provided, for 
relocating people displaced by highways as for those displaced by slum 

clearance. Yet it isnot provided - for. 

I mention this not only as a.‘problem which needs correc tion in itself. 
It also demonstrates once more ‘the elose relation calléd for between 
the various types of Federal aids to local communities. ae people are 
given no help in relocating from the path of highways, this obviously 
augments the housing problems which the renewal program is trying 
to solve. And renewal activities must be closely related to the pro- 
graming of highways if:we are to avoid, on the’ one hand, the ‘creation 
of new blight along new highways and, on the other hantl, the chewing 
up-of a newly renewed area 'to make way for a new highway. .’ 


LOW-RENT PUBLIC: HOUSING 


As with. the urban renewal program, I take the position that the 
podlic housing program has proved its value in providing housing for 
ow-income families. As with renewal, it should be maintaitied and 


improved. But, witha much longer history behind 7 Same 2 hous- 


ing program is at a somewhat.different stage and therefore needs a 
somewhat different.approach to its improvements. 

A glance at the law governing the program 1s‘ sufficient to point up 
‘what Imean, It isso full of “provided that” and “notwithstandings” 
that it isa nightmare to try to track down just what is:provided for. 
(I shudder to think of what the regulatioris must be like!) ’ It badly 
needs a major overhauling. 

It is this, rather than a lack of need for low-rent housing, Which has 
bogged the program down so badly that cities all over the « country: are 


25834—58-——_20 





294 . _ ‘HOUSING ACT OF 1958 


faced with a tantalizing authorization for additional public housing - 
and frustrated in their attempts to utilize the authorization. 

.The program has just become so inflexible, so firmly fixed in the 
mould of its original concept, that it is more and more. difficult to 
utilize it under the changed conditions of the cities of today. 

- Philadelphia is probably one of the very best cases in point on this , 
‘score. And I should like to tell you a bit about.what we Kid in Phila- 
delphia, so that you will be able cledrly to visualize the problem, 

The problem of finding sites for,public housing has long been a dif- 
ficult one but, 2 years‘ago we decided to make a very systematic search 
throughout the city to determine precisely what there. was available 
currently. in:the line of ‘potential public housing sites. For this sur- 
vey, we mapped all-land. in residenti‘al sections which’ was vacant or 
had either blighted housing or. a nonresidential nuisance-on it. We 
also; assembled a comprehensive list of information about each poten- 
tial produced by: the mapping—whether construction of public-hous- 
- ing there would contribute to an: active renewal project, whether 

community facilities were adequate, what the approximate cost would 
_ be, and soon. - : a aes 28 

It took us 2’ years, with all the local housing and renewal agencies 
contributing information-to complete. the:survey.. When we got 
through, we had covered roughly: 350 potential sites, involving many 
thousands of potential dwelling units.. And we are presently having’ 
_ trouble in obtaining from that list enough feasible sites to add up to 
' the 4,000 units which is our immediate goal. 

Many, many sites were at once labeled as not feasible without title 
I. aid, basis the estimated ‘cost was obviously. about the PHA cost 
limitation. Othérs appeared to be-feasible cost-wise but turned out on 
closer investigation to require a high-rise building ‘in a section which 
the Plarining Commisson felt:should have only low-densty buildings 
if the character. and value of the neighborhood. were to be préserved. 

Others were economically feasible but’ construction of a substantial 
low-rent, project would, again, have béen out of keeping with the rest, 
of the area. And still othérs.were too small and scattered to be han- 

-dled undér current management methods, or would require building 
designs which would. have met city but not. PHA standards. ‘And 
so on. 

I. dé not mean, that we'can find no sites at all in Philadelphia. . We 
can, and are‘in fact assembling a series of applications to the PHA 
even.now. . 

‘ But it: has been, and. continues to be; a tremendous struggle-to locate 
sites which will conform to all requirements, Federal and local.. And 
it is abundantly clear that thé process will get tougher .as time goes 
by, for we now know tlie limits of the potential. 

Obviously some of‘the probléms could be eased if there were greater 
flexibility on the part of. PHA. We have recently had a demonstration 
of what can be accomplished by this, in ‘the wonderful cogperation we 
have had from PHA- officials in trying out a new type project which 
would ‘utilize existing housing. We'are most appreciative of the will- 
ingness of these officials to try something new in this project. . But the 
fact’ remainsthat' they had to “throw away the book” to try this 
project, and the regulafions in that “book” stem from the. law itself. 

We, cannot hélp but feel; therefore, that a basic revision of the law 
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itself is called for, so that other new and different: approaches can be ° 
peeeken in future without torturing the procedures presently in’, 
orce. 

Such a recasting of the prograni should aim to. streamline it and to 
permit.a flexible and varied approach, with emphasis on local determi- 
nation: The local housing authority should be permitted to-erect, or , 
-purchase, or rent single—or multiple—family dwelling structures, 
grouped or'scattered, where. and when appropriate in the ‘particular’ 


* community. Completely different’approaches should be possiblé too,’ 


such as the use of rent subsidies, under caréful control by -the ldcal 
authority, if that is desirable arid ‘necessary to make housing available 
to low-income persons at rents within their means. .» 

Such:a revision should also rake it possible for the local authority 
to séll individual properties to families whose incomes increase beyond» 
the limits of continued occupahcy,:where dwellings are of an appro- 

riate type and 6n condition that the proceeds of:any such salé shall . 
= used to replace the units remoyed thereby - om. the public liqusing 
program. °, 

Such a revision should also give the local agencies greater latitude 
in experimenting with various ‘building types, space standards, use,of 
materials and facilities, and: so’ on. ~ Hopefully; such experiments 
would.also make it possible to makeé greater provision for larger fami- 
lies. One means of setting standards without building in too great a 
rigidity might be to spec ify that the PHA accept str uctures and dwell- 
ing units which fall within the FHA standards under the minimum 
property requirements. 

I am making my comments on the kind of things which need revi- . 


~ sion fairly broad, because..I do not’ personally haye the intimate 


knowledge: of the "day -to-day workings of local. housing authorities 
which would:justify my going into great detail as to precisely what’ 
form. the changes shéuld take. -I.do know that all of.the points I have 
cited are problems, for each has beer raised at.one stage or another i in 
our efforts to obtain the public housing that we need. ; 

There are, however, several’ points: which I would like to comment 
on ecifically i in addition to the bread need for revision and: gteater 
flexibility, Whether accomplished as part’ of a ‘general ‘revision or 

separately, these are poirts on whic h it is possible t to be specific about 
. the legislative action néeed. 


Authorization for additional units 

‘The administration’-bill would extend the time’ limits ‘set on the 
present authorization for additional’ public. housihg ' wnits.* . This ‘I 
most heartily endorse as a minimum. . Actually we w would very:much 
welcome a substantial increase in the number of units authorized, with 
the duthorization put ona continuing basis rather than subjéet to an- 
nual cut-off dates. Coupled with the reconimended revamping this 
would enable the program to continue.to make the 'v aluable contribu- 
_ tion that it, has made ‘in the past. 

‘There-is no doubt in my mind as to the need for additional low-rent . 
public housing. It is essential purely from, the point of view of the 
welfare of our'citizens. It is also crucial to the renewal effort, particu- 
larly .as the pace of*renewal is ree ” arid the number of families 
displaced thereby grows. 
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Cost limitations ; 

As I indicated a few minutes ago, cost limitations presently restrict 
sharply the possibilities for increasing the supply of public housing, 
particularly in high-cost areas such as Philadelphia. 

This appears to be largely an administrative problem.. The law 
sets a per-room cost limitation on buildings, but this does not include 
the cost of land, demolitions, and nondwelling facilities. Limitations 
on these.site costs, as well as on total: per- -unit cost (currently $17,000 
per unit), are set,administratively. And it is principally due to these 
cost limitations that it. is impossible to build public housing in slum 
areas without either making the project high-rise or buying. the land 
at’ price written down by title I aid or both, This is also true for 
many areas which are not slums but where blight is either partial or 
just beginning—areas where public housing could make a real con- 

- tribution to the neighborhood as well as to the supply of low-income 
housing. . The site cost limitations also tend to put a premium on con- | 
struction of the smaller, units—whereas the most urgent. need is, of 

course, for larger units. , 

‘ I would therefore urge that the ‘committee report emphasize the 

‘need for the PHA to increase those cost limitations which. are set 

administratively. 


Expenditures for welfare 


It is, I think, commomr knowledge that the pr oportion of public hous- 
ing applicants who have social problems of various ‘kinds have ,in- 
creased over the years, and is continuing to'grow. This creates 
difficult management problems, as well: as difficiilties with regard. to 
public acceptance of low-rent projects... 

At present, the local housing’ authorities are prohibited from spend- 
. ing funds*for staff to earry on social service and: welfare activities, 
the PHA taking the position that such activities should be performed 
by city or private agencies. Unfortunately, the resources of these 
‘ local agencies are inadequate to properly service the projects in this 
; regard. We have had.good cooperation on this score in Philadelphia, 
and have explored the possibilities for expansion of the local agencies’ 
work in public housing.projects. But their resources are just inade- 
quate to do the jo 

‘It would a, a facilitate the program, therefore, if the law could 
be amended to specifically include in the definition of “administration” 
(section 2-6)’ activities of this type. This would enable the local 
housing authorities to include provision for the necessary staff in -the 
budgets they submit to PHA in connection with their annual contribu- 
tions contracts. 


Admission of single persons: 

Another needed revision in the program is the removal of the lan- 
guage which limits persons eligible for public housing to families or 
elderly individuals. Any individual who meets the income limitations 
should be eligible. 


MIDDLE;INCOME HOUSING 


As I indicated at the outset of my remarks, a major need for which 
we have as yet found no solution is the provision of good housing at 
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prices and rents within the medns of the great) body of Americans 
.who make up the so-called middle-income category. Particularly 
urgent is the need for housing of the lower middle-ihcome group— 
that group of people’ whose income is too high to enable them to, 
occupy public.housing, yet too low’to permit them goéd-quality dwell- 
‘ings at today’s prices.’ The problems of this group can only increase, 
along with those of the low-income group; as the pace of thé renewal 
program grows. hie taiaha eae oa 

This problem has, of course, been discussed many times. And many 
possible programs have been proposed as solutions—none of which 
has‘yet proved acceptable to:Congress. ' Perhaps -the answer, is a coni- 
bination of different kinds of aids. ‘ . Pacman 

Logically, the place to:start in considering possible solutions ‘is 
with a review of ‘existing programs, to. see if any could be modified 
in such away as to-help solve the problem. I can think of some such 
modifications which would previde some help. . . 

One ‘stich: has alreidy been mentioned. , This is the possibility. of 
arrangements for thé local housing authorities to sell individual public | 
housing units to tenants when their income rises sufficiently to make 
them ineligible for low-rent housing. ‘This,is desirable but I find it, 

- hard to picture this modification as making any very great dent in the, 
backlog of middle-income need. In fact, it would not affect the “back- 
log”—but only prevent the backlog from growing: * mee 

Another source of help might bé the modification of the section 221 
FHA mortgage-insurance program. S. 3399 proposes to increase the 
dollar limit-ori the amounts of mortgages which can be insured under 
section 221 in high-cost:areas,; and also to amend the program to in- 
clude rental housing produced by builders: for profit.  I:-certainly ° 
support both amendments, as being very much needed if, the program 
is. truly to serve its stated: objective of: facilitating relocation,, And 
I think that these médifications too will contribute their bit to making 
good housing more readily available to middle-income families. But, 
again, this cannot reduce substantially, the total, need’ for middle- 
income housing so long as it, is limited to displaced ‘families. , In a 
previous legislative session, Senator Sparkman sponsored a bill which 
would have expanded the. coverage of section 221 insurance—and its 
accompanying FNMA takeout—to include middle-income housing as 
well as that for such other groups as:the elderly and minority familjes. 
We in Philadelphia supported this proposal then, and would support 
a similar one today—for all the groups involved—-although we would 
prefer a more direct attack of their problems. 

I should .perhaps, at this point, underline that last statement. I do 
not propose to discuss separately the housing needs of the elderly and 
minority groups. But I continue to feel that neither group has been 
adequately provided for—either in present programs or under the 
amendnients proposed by the Administration. For the record, let’me 
reiterate any belief that a special new program is needed to provide 
adequate housing for elderly persons and that a nondiscrimination re- 
quirement should be attached to all FHA, VA, or FNMA supports for 
private housing. | 

To return, aint to the broad middle-income housing problem, ‘an- 
other source of help might be in a modification of the section 220 FHA 
mortgage-insurance program, for housing in urban renewal areas. 


% 
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Again, S. 3899 includes several anaiiiheiniati which are certainly = be 
. the good. Modifications which facilitate the use ‘of this pro, 
investor-redevelopers and rehabilitators are obviously highly ‘esi 
able. Yet I rust confess I continue to feel that the section 300 pro- 
gram will not, have a really faix chance of success until the mo 
terms permitted under it are’as favorable as those for section 221 
housing. I therefore urge consideration of a further amendment along 
these latter ines. ~ °. 

And once more I must reiterate my belief that only a program of 
direct Federal loans will really help to get us off the ground in finan- 
-eing rehabilitation. 

Given amendments. of the type recommended, we. would gain an- 
other easing “of the middle-income housing problem—through the 
availability of néw and rehabilitated housing in renewal areas. But 
again this represents only a piece of a total solution. 

‘Perhaps modification-of the other FHA mortgage-insurance pro- 
grams would fill out the picture? Various improvements in the sec- 
tion 213 cooperative housing have been suggested, and would doubtless 
make a contribution. The administration proposes other amendments 
- other mortgage insurance programs. But most of these are de- 

gned to permit coverage’ of higher cost’ housing, and I therefore 
doubt if they ‘would help with the middle-income problem. 

No; I think that you can modify and expand the existing Federal 
programs in all the ways suggested, and they will help solve other 
urgent problems., And each will contribute a bit more good housing 
within middle-income means. But the pieces will not add up to a total 
solution of the-problem. There will still be a major group which 
does not. fit into any of the special categories and which still needs 


hel 
T still bilieve~—enil urge’ that you enact—a program, of direct, low- 
interest, long-term loans to middle-income families. 

Mr. Chairman and menibers of the committee, I wish to thank you 
for the perananity you have given me to be heard today.:. I know that 


all those Americans whom I represent in my dual capacity here will 
have the opportunity for better; happier lives as a result of the careful 
deliberations of this committee. 

I do want to call particular attention to the unanimous resolution 
passed at the last conference of the’ United States Conference of 
Mayors which is along the lines of this statement that we are making 
here today. 

We, of course, are very firmly convinced that urban renewal should 
be for a total of $5 billion; or $500 million a year for a 10-year period. 

I do not think I need stress the arguments for that, the nec essity 
for continuity, how important it is to get, the business interests: in. 
To get them in, the sums not only have to be reasonably substantial 
‘but there has to be quite an assurance of continuity. 

It is on that basis-we haye been able to get them in to our own center 
city redevelopment project to the tune of probably about: $500 mil- 
lion in return for which the Federal Government will be putting 
up about $90 million. 

I do not think we can reiterate too often, as you gentlemen know, 
that it is the best dollar the Federal Government spends.. Every 
dollar of Federal money brings in not only substantial sums of local 
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‘and State government money but at least $10 in private investment : 
money in any of the areas where the programs’ are well handled, . 


well planned, and where there is go coordination between the ie 
city government and the business'community, as there is now: in |. 


Philadelphia thanks to'the foundation laid by Senator. Clark. 
We also think that. it is extremely important that, while there’ ', 
should be no more money spent a: year thaii ig appropriated for the 
year,: they should be able to: make reservations for the subsequent; 
years. The inability to do that has hurt many of the Jarge programs: * 
and has made it, very difficult to carry out those large programs. 

We also feel very strongly that the 1214 percent limitation should 
be ‘taken off—that 1s, 1214 percent to any State. That is like gearing 
a classroom to the dullest. b y in the class. This is exactly the same 
sort of thing. The cities that are backw ard and do not come through | 
just hold up éverybody else. 

If they do not, come through with the plans, then the motiey ought ‘ 


; “to be spent on those that have the plans and are ready to put them , 


into éffect. 

‘ Senator Crarx. Mayor, I am sure you recognize the political - 
‘ culties in raising that limitation. 

Mr. Ditworru. That is right. . 

Senator Crark. But you ‘had, I thought, a rather interesting sug- 
gestion with respect to a reserve that could be held out. Would ‘you. ' 
amplify that a little bit? . 

Mr. Ditworrn. I would rather haw Mr. eed idl give the spécifics, ° 
if he may. 

Senator Crark. I think it would be wise to liave-it' in the record. 

Mr.,Rarsky. The proposal is that since Congress has in the past , 
recognized that there can’ be funds within the total allocation .set, 
aside regardless of State that that same percentage ‘be applied. 
Originally it was. a $70 million -total, raised to, $100 million. ‘We 
are proposing in line with the $500 million a year that there sbe'a 
fund of $350 million a year to be set aside for the use‘of those States 
which have active programs. 

Senator Crark. Could I say to the chairman that it is perhaps 
more than:a coincidence that such a: provision is in*S. 3781 which I, 
introduced a couple of days ago. 

Mr. Ditworrn.' The other thing, of course,. that very much alarms 
us is this idea that ‘is constantly, in the mindjof the White House 
that the States must:be freed and their freedom reestablished, their 
States rights reestablished and that the Federal Government’ has 
| got to oy back functions to the States and that the States would 
promptly pick then up. 
| That is'the reason, ,.as.I understand, there j is going,to be this grad- 
ual reduction under the administration plan ‘over a 6-year period 
to give the States.an opportunity to pick this up. : 

Senator Crark. Gradual reduction-—just so the ‘record will be: 
clear—of the Federal grant ? 

Mr. Dinworrn. That is right. 

_ Senator’CiarK. And I take it you oppose that? 2 

’ Mr. Dizworrn. Very vigorously. 

Senator Ciark. Perhaps you could’ tell us whist 4 in’ your judgment 
is the capacity or ability of Philadelphia and other cities to pick 
up the difference, in view of their present financial condition. | 
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Mr. Driwortn. It i is absolutely impossible for the cities to pick it up 
and that does not mean they are dragging their feet. 

‘ I do not think we can emphasize too much that. we have raised 
our own taxes by 35 percent in the last 7 years, that we are now at 
- peak of our debt capacity, 600 million ; which is a perfectly. terrific 
debt. 

So I -think nobody can accuse the cities of dragging their feet. 

But if I may bring this very ‘practical note in, we ‘have inter- 
viewed—not only ourselves but the business. community, which has 
cooperated so wonderfully ‘with us—every one of our five candidates 
for Governor: We had difficulty finding’ 1 of them, though the 
, other 4 there was no difficulty finding. All five of them have made 
it clear to us, even our very liberal Democratic candidates, that their 
mission. in the next 4 years is going to be to restore industry to 
Pennsylvania and keep our taxes down, and particularly our busi- 
ness taxes down, and that, they have no intention of expanding to any 
' degree at all any new functions of the State. 

They have all been very frank about that and, very candid about it. 
They point out the tremendous competition we have from New Jersey, 
Ohio,.New York, .and Delaware, and that we'cannot possibly. take on 
new ventures or new.expenditures and not continue to lose our tax 
base. 

T think they are ‘right, actually. I do not disagree with them. 
But it shows that, they will never pick up the difference. It’ will be 
just like taking, the tax off an amusement. The public does not get 
anything out of it. 

If these grants are reducéd. and money is made available to the 


States, the State would not pick it up. They will just use it to 

save money on. I do not think there is any question about ‘that. 
Senator Crark. Mayor Dilworth, could I summarize what you 

have said this way: That as’ a practical eee matter you see no 


possibility of getting any substantial additional. financial help from 
the Commonwealth of Pennsylvania for, your urban renewal and 
redevelopment program ? 

Mr., Ditwortn. That ‘is right, Senator Clark.. And I in no way 
criticize the candidates. I would feel the same way if I were a.candi- 
date for Governor. We have got to restore our industrial base in 
Pennsylvania. It is the heart and. soul of the State. And I think 
‘they have got to put the stress on getting industry back. 

Senator Crark: You cannot do that if you raise State taxes, in 
the present competitive condition with other States? 

' Mr. Ditwortu. No, sir. It is also complained that our corporate 
and business taxes ate higher than Delaware, New Jersey, and Ohio. 

Senator Ciark. Do not forget West Virginia. 

With respect to the local Philadelphia situation and, to the extent 
that you know it, the local sittiation with respect to the other Penn- 
ae cities, is it not.true that the economic. base tends to suffer 

rom a flight of wealth to the suburbs ? 

Mr. Dinwortn. Oh, very serjously. 

Senator CuarK. So that your ability to raise city taxes is to a 
substantial extent, affected by the fact that: people will leave the city 
if the taxes get too high and move into the suburbs? Is that not right? 

Mr. Ditwortn. We are already losing a little business because of 
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Litas taxes we have been forced to impose because we just had 
nothing else we could immpose.. We felt we had put everytihng on real 
estate and on the wage earner that we could. . v 

-As Senator Sparkman may know, we have wery few broadbase’ 
taxes made avaitable to us. We cannot use. a sales tax because the | 
State uses it, And our flat.wage tax, from which no’ deductions or | 
exemptions are allowed. , — . 

Senator Ciark. And against which nonresidehts are at ‘the moment . 
staging a pretty strong legal attack, are they not? 

Mr. Ditwortu. That’is right, and our real- estate tax and a gross-, 
receipts tax on business. The only business tax we are allowed to levy, 
is a gross-receipts tax, which is a bad tax, but wé have had to. It is , 
not big, but we have lost some firms ‘on account of iti So that the 
cities certainly cannot go any further. The States, I think, are in 
such a competitive position that they are looking | for savings rather 
thar ways to spend money in order to jockey industry into the State. 

Senator Crark. Could you give us your opinion as to what would 
happen to the urban. redevelopment: and renewal program if the 
recommendations of the administration with respect to. increasing the 
. State-and-local and decreasing the Federal share of the grant were to 
become law?” 

Mr. Ditworru. Oh, it would leave us in terrible ‘ue It wold 
just-mean they would ’be cut back to the extent that the Federal Gov- 
‘ernment cuts back. The States would not pick,it up in ane way, 
shape, or form. . That, I'am absolutely convinced of. ' 

Senator CiarK. Ner would the city? 

Mr. Ditworrn. The city,cannot. . The city is incapable of it. The: 
city, as you know, is stretched to its limit now, both in its taxes and in’ 
its borrowing capacity.. Another thing that we do think is very harm- 
ful at,the present time is these matching- fund credits. On that, we do 
think that the present rule—which is you.only get credit for those 
“improvements that. go in from the time your money grant is actually 
_ approved until you complete construction—is: completely unrealistic 
‘and very unfair, because at the time we conceive the plan and get 
tentative approval of it, we start building and putting things in there., 

Also; the standards that are used. For instance, that 10 percent of. 
it that must be ascribed to the area. We have this food-distribution 
center, into which the city has ‘already put $22‘ million ‘and. which is 
covering 400 acres that we have cleared: out there, swampland: and 
slum land and industrial slum land, and yet we.get no credit for that: 
tremendous project in the urban- -redevelopment program. . 

Senator Crark. There is no Federal grant in ‘connection with, that 
, at all, is there ?-. 

Mr. Duworrn. No F ederal grant. That is all city money, not 
‘even. any State money. It is all city money., . And it is’one of the 
finest projects there has been. It was a project that you initiated. | 
| It clears out the horrible Dock: Street and that terriblé merchandising’, 
area. It clears up 400 acres of swampland. And yet we'cannot get 
a dime’s worth of credit for it. 

Senator CLark. Can. you elaborate a little bit as to w hat’ you think 

should be done by way of legislation, to remedy that situation? | I: 

' understand you want 15 percent of the urban-rédevelopment money |. 
made available for commercial and industrial development as opposed 
to residential development. Is that right? 
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* Mr. Sis acl That is right.’ 

Senator Crark. Can you justify that, just briefly ? 

Mr. Diruwortn. On two scores.: First, as you know, our textile in- 
dustry has gone south very largely, and ‘our hosiery industry has gone 
south very largely... Many small industries for years have continued 
to exist in these loft buildings,'and now just have suddenly realized 
tre 4 can no longer do so and have moved out to the suburbs and set up 
in these one-story tre where they can get a lot of parking. So that 
we have literally block upon block of industrial slum that we cannot 
(lo a thing with, except tear down. 

Senator Ciark. They are no use to you in your economic base ? 

Mr. Drzworrn. No, sir,; They cannot’ be reconditioned or rehabili- 
tated. They have got to be torn 'down.. It is one of the things we are 

oing to. do;in Eastwick. We are trying to get money now, through 
redevelopment, to‘do that very thing in the area between tlie Delaware 
expressway and Fifth Street in’ the Callowhill Street neighborhood. 
enator Crark. In order to have a healthy economic base, is it not 
true that, when you tear those buildings down, you must make sites 
available, at least to’ some extent,.for new industry? There just would 
not be a market. for private residences i in that.area, because there will 
be'no jobs:for the people ? 

Mr, .Ditworrn: In the areas where those buildings are, virtually 
none of them would be suitable for housing, even if we wanted to use 
them for, thats And, as you: know, industry now wants a real indus- 
. trial park where they do not have anything that complicates the situa- 
tion whatsoever. - And we have-got to get that sort of tax oe Be- 
cause, you khow, ‘we actually lose money on every new home. We do 
not‘ pick anything up from that, although we. want them, si eatiae 
The-only thing we make money on is industry, both from their prop- 
erty tax and from the wage tax. 

enator Crarx. There are two other points I would like you to 
comment ori. before Senator Sparkman has to leave. One of them is 
this claim of the public housing people that the principal reason why 
public housing has.lagged is because there is not any vacant land left 
in our. municipalities, .a statenient which I doubt. Secondly, your 
thinking on middle-income housing. 

Mr. Dinworru. We need public ‘housing more than we ever needed 
it before, but ‘we need it in a very different form. Our entire. belief, 
in connection with public-housing, is that the reason it has bogged 
down is that, unfortunately, today—and this is no fault of the Public 
Housing Administration, which has been. open to and receptive to 
every kind of new idea and, in fact, is just permitting us to commence 
an experiment—the law and the regulations have become so full of 

“provided thats” and “notwithstandings” it has just sort of gotten 
itself completely ossified and hardened, so that it is very hard to work 
it.any more with the flexibility that is necessary. 

We should be able to do many things inpublic housing. We should 
be able to acquire smaller units. | ‘The base unit cost of $17,000 should 
be raised.as unrealistic. We havespent 2 years and $350, 000 in making 
a complet inventory of every site available for public housing that will 
come within the regulations, and we have only been able to come up 
with 4,000 units under the present law. That is all wrong. 
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provide for in Philadelphia ? 
Mr. Dinwortn.:, Oh, ‘we need at least 25 000 or 30,000 ‘units within 
the next 10 years. 
Senator Ciark. With appropriate. mciliicalinih and changes in the: 
pebitic housing law, is the land available within, the city to build the 
units ¢ 


Mr. ‘Ditworrn. Very definitely. If. we can do a combination 6f . 


things: Build ‘small public housing units. Purchase of individual 
houses—and ‘individual house in an area: Combine that with, code 
enforcement. Combine that with voluntary rehabilitation. 
For instance, this is what business. will actually do in'a city. 
bought every single bank in the city together, including every savings, 
bank, and they are putting up a “kitty” of $5 million, on which they will 


interest rehabil ‘tation loans. 


- 303. 


Senator CLARK. How many units do you think you should be able to’ 


Of coursé in the Jong run ‘it is for their. welfare— — 
keeping things up. To any block on which. we can get 75 percerit of 
‘the owners to come in, they will make these very-long-termi, very-low-, 


We - 


That is, if we can, combining enforcementy’ rehabilitation; small ° 


public housing units, and the purchase of homes. 


Also, it should be possible, we belive, for individuals widen incomes 


have risen above the minimum to be sold units and"sold individual. 
‘We think there has got to be 
a lot more flexibility in that, atea. .Also, it should be: possible for 
individuals to live in 4 public housing unit. 

Finally, we ought to.be able to get money for welfare activities in 
there, because there i is no doubt about it wé have more and. more’ dis- 
turbed families going in there : and creating a real problem. One of the 
reasons that, public housing is getting in bad odor in some of the cities is 
that the cities have. had,no resources with which to take ‘care of that 
problem. ‘We need really good: trained social workers inj all of these 

rojects, and the cities do not have the resources with which to do it. 
t. should be onie of the costs that we are able to charge up. 

Senator CLark. How about middle-inconie Housing? 

Mr. Ditwortru. We feel. very strongly that middle-income. housin 
is an essential. By.that we mean for the people between $3,500 ing 
$6,000 income. There are a number of suggestions that, we have there 
for what can be helpful. For instance, there should be arr angerhents 
to sell public housing’ units to families whose incomes rise above the 
public housing limit. 

The program of section 221 of Federal Housing Administration 
mortgage insurance for relocation purposes should be modified, to 


increase the limit on mortgage amount in high-cost areas and' to in-, 


This is hecessary for relocation 


clude rental housing built: for profit. 
We also 


and would also help ‘some with middle-incomé housing. 


think, in that regard, that the elderly people certainly have been ne- - 


glected, and the State is not helping any, atid: we. just, do not have 
resources to do. it. 
ahead with that. 
I think those are the highlights. 
Senator SPARKMAN. Mr. Mayor, I want to apologize but I am goiiig 
to have to leave. 


We wish the Federal Government could push 
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Mr. Dirworrn. Thank you very much, Senator Sparkman. 

Senator SparkMAN. We,appreciate very much your giving us this 
fine presentation. You can may: on, you. and Senator Clark, as long 
as you wish. ' 

§. nator CuarK.-I have no further questions, unless the mayor’ has 

-more testimony he would like to put in the record. 
’, Mr. Dmworrtn. There is only ‘one:thing I would like to say to 
Senator Clark before hée leaves. 
To go back one moment to our urban renewal, we should do more for 
small business in those areas in relocation and to make it possible for 
them to: relocate. Goodwill should be included as a factor. ‘One of 
~ thé things’ that is cd4using so much of small business to move or col- 
lapse is' they. get to “doggone” ‘angry at the terrible lapse of time, 
the Ee mpeeakifte to make. plans, no reimbursement for goodwill. 
‘So that we lose so many of them. Either they go out of business 
in disgust or they go out to the suburbs. There is such a lag necessarily, 
that there is:+—— 
Senator CuarK. You are speaking now of small businesses who have 
to relocate because of urbari development ? 
Mr. DitwortH. Thats right. 
Senator Cuark. Mr.’Chairman, would it be satisfactory to you if 
‘I asked the mayor if he could'ask the United States Conference of 
Mayors to furnish -for the record a written statement of the views 
of the conference with respect to the committee print, which I do not 
think they have had on opportunity to:study, since it was only intro- 
duced on Mayx.8, and, also, their comments on S$. 3781? 

‘Senator Srariatan. We would: be very happy to have them give us 
‘that. * | 

(The following was recéived for the record :) 


CITY OF PHILADELPHIA, 
' , . May 27, 1958. 
Senator Solan J.' Shedichian, 
Senate’ Office Building; Washington, D. C. 


DEAR’ SENATOR SPARKMAN: In line ‘with Senator Clark’s suggestion when I 
testified in Washington earlier this:month, I should like to make a few comments 
ony two, bills ‘which were not available for review at that. time. These are 
Senator Clark’s ‘bill, 8. 3781, and:-the Committee Print, dated May 8, 1958. 

We are delighted to: see the provisions relating. to authorization of. urban- 
renewal funds in. S. 3781. The Committee Print’s provision for a 10-year pro- 
gram: of '$3!5 billion goes far in' the right direction. But S. 3781’s provision of 
$5 billion ove:; th; e same period is, ‘we believe, much more realistic, and the 
provision for } davinee resérvations of capital grants is a much-needed one to 
permit a continuously moving ‘program. ‘Also welcome is the latter bill’s in- 
creise in the fund available. outside, the: 1214-percent: limitation on title I 
allocations ‘td - dny one State, although ‘the $100 million specified is not, in our 
opinion, commensurate with the total, authorization provided in the bill. 

Provision :for'both the general neighborhood renewal plan and community 

‘renewal programs, contained in both bills; should facilitate local participation 
in the urban-renewal program, since both programs permit: credit ‘for local 
improyements, made up to'5 years before renewal activity gets underway in such 
areas. ' 

'_ I strongly urge support for the amegdmment in S. 3781 to permit. acquisition,’ 
relocation, and clearance activities to, start before completion of the detailed 
urban-renewal plan, as: well as. the’ simplification in the legislative definition 
‘of renewal plans contained in'‘that: bill: Our experience indicates that these 
, provisions will greatlystep ‘up, the ,pace at which we are able to put. urban 
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renew ‘al into the operational stage—a factor which is, 6f course, important, also’, 


from the economic point of view. In contrast, the Committee Print’s change, 


_ limited to a much less positive revision in the definition of a renewal plan, might 


help somewhat but will not permit the kind of rapid progress which isso very" 
much needed. 

Both economic and renewal considerations lead me to support also 8S. 3781" 8 
revision of the limitations on nonresidential renewal activity, a subject, not 


p touched .by the, committee print. 


There are, of course, a number of other changes affecting urban renewal which 


‘we had hoped to see included in the new legislation and which 'I explained ,at 


some length in my previous testimony:.. I would still urge, that they be con- 
sidered. These include an increase in the proportion of Federal coverage of 
renewal. costs;; amendment of the provision for the ‘so-called’ {alternative , 
formula” so as, to make ‘its use practicable; a broadeping of the definition of 
what local expenditures may be counted as matching funds; spelling out of the . 
definition of areas suitable for renewal activity so as to make possible work in 
true conservation areas; and special provisions for relocation help te small 
businessmen. and special hardship cases. In this last,connection, I should’ hote 
‘that we are very pleased to see provision in the committee print for relocation 
help to persons displaced by highway construction: 

With regard to the .two bills’ provisions, for the pyblic housing program, we 
strongly» support the major changés which they represent. These amendments 
would go far toward providing the flexibility and local determination so. badly 
needed in this program. Here too; of,course, there are somé specific additional 
points which we: would like to see covered; such as adniission of all low-income 
‘individuals anda requirement that units sold to over-income, tenants be ‘re- 


' .placed -by' other low-rent units. But, in our opinion, the amendments proposed 


‘would truly permit the public housing program to move forward ‘once again, . 
and I would thereforé strongly urge their adoption. 

Before leaving the.subject. of public ‘housing, I.would like to make one»com- 
ment abeut the two bills’ provisions relating to authorization of additional units. 
8. 3781. would handle this question by‘deleting much of the limiting language 
which has accumulated over the years. ‘Of necessity, some of these early amend- 


» ments would be left-in the law, and the.exact effect of the proposed: amendment 


is therefore difficult ‘to. determine without extensive and detailed study. ‘It is 
_ clear, however, that the intent of the amendment is to return the program ‘to.an 
' open-ended status, under which the growth of public housing could be determined 
by need rather than being limited arbitrarily as has been the case .in recent 
years. _With this intent I am heartily in accord, and, on thé.assumption that, 
this is what the amendment would accomplish, I ‘would certainly support it.. I 
, Should perhaps note that, while this opening ‘up of the public housing program 
(ds preferable to any lesser authorization, the committee print provision also 
' goes further than most of the proposals currently, under discussion. Certainly 
its extension of and addition to the existing authorization would be supported 
“by us should the broadér change fail of adoption: 

As for’ programs to help provide housing for groups other than: those in the 
low-income bracket, we would welcome the various .provisions in the committee 
print: which. would set up a new program for rental housing for older persons; 
extend: the section 221 FHA mortgage insurance program, to ‘cover persons, 
displaced by highway. construction (including the expansion of thé program’s 
‘coverage to areas adjacent to an affected community) ; increase the limitations 
on amounts of mortgages insurable under ‘sections 220, 221, and 207; substitute 
replacement cost.for value in'the determination of maximum mortgage amounts; 
and otherwise facilitate the operations of these’ programs in meeting theif ob- 
jectives.. Even with these improvements, ‘however, I cantiot help but feel that 
we would continue to need additional special programs for financing rehabilita- 
tion and. .middle-income housing, as well as a nondiscrimination requirement for 
‘all Government-supported housing. 

I am sure that you know well that we in Philadelphia will continue our 
active support for all efforts to solve these serious housing and*renewal_prob- 
lems. We much appreciate the thought and effort which you and other members 
of the committee are devoting to this question: . 

Sincerely, : 
Ricarpson DILwortH, Ries: 
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Senator Sparkatan. Mr. Mayot, I was not trying to cut you off. 

Mr. Diwortn. ‘No, sir. , I have covered all the: highlights. 

Senator Sparkman. I was just'excusing myself, because I do have 
togo. However, if you are finished, we thank you again. 

(The résolytion on urban redevelopment, extracts from ‘additional 
statements, and letters follow : ) 


4 


i ae Unrrep STATES CONFERENCE OF MAYoOxs, 
; Washington, D. C., May 22, 1958. 
Mr. Jack CARTER, .° 
Staff Director, Subcommittee on Housing, Menste Committee on Bank- 
ing and Currency, Washington, D. C. 


, ‘Dear Mr. Carter: Enclosed herewith are a number of letters and statements 

that the conference has received: ftom. mayors in support of continuation of 
the Federal Urban.Renewal and Slum Clearance program. When Mayor Rich- 
ard Dilworth appeared before your subcommittee .on behalf of.the conference 
on May 14, he was ‘granted permission to have these letters and statements 
incorporated in,the record as part of-his remarks. 

_ The resolution adopted by: the annual conference. of the United States Con- 
ference of, Mayors in September 1957, is also enclosedand should be made a 
part ‘of Mayor Dilworth’s remarks. | 

With bést wishes always, I am 
; Sincerely yours, ' 
' Harry R. Berters, Evecutive Director. 


RESOLUTION ON URBAN REDEVELOPMENT ADOPTED BY THE ANNUAL CONFERENCE OF 
THE U'NITED STATES CONFERENCE OF MAYors, SEPTEMBER 11, 1957 


Whereas the redevelopment of the blighted and deteriorating séctions of 
American cities is vital to the welfare and prosperity of the more than 100 
million Americans now living in urban areas; and 

Whereas almost 300 cities throughout the country are undertaking and plan- 
ning redevelopihent' programs in order to meet the challenge of contemporary 
standards for housing, cominunity facilities, commerce, and industry in rélation 
to the explosive growth of our urban population ; and 

Whereas in view of the disparity between Federal and municipal ‘access to 

- sources of' tax revenues, the only effective financial vehicle to make possible the 
necessary local redevelopment programs is the slum clearance and-urban re- 
development program established under title I of the Housing. Act of 1949, 
as amended; and ° : 

Whereas the mayors of American cities have been in the forefront in oppos- 

_ ing, the efforts of certain: groups to scuttle or cripple title I redevelopment 

* program on‘ the ill-founded claim that it is inflationary and nonessential as a 
Federal activity : Now, therefore, be it 

Resoived-by the United States Conference of Mayors::. 

1. That the continuation and expansion. of Federal financial assistance to ~ 
local redevelopment programs under title I of the Housing Act of 1949, as 
amended, is essential if- American cities are to achieve the physical environ- 
ment necessary for their essential functions in an era of full employment, 
increasing productivity and re ps urban population. 

2. That ‘the executive branch of the Federal Government should administer 

, the financial assistance provisions of title I in full’ recognition of local needs 
and aspirations for redevelopment. The clear intent of Congress in authorizing 
‘$350 million, additional capital grant.commitments for the fiscal year ending 

' June :30, 1958, should not be violated, by arbitrary administrative cutbacks and 
curtailments of. local requests for funds under title I. The United States Con- 
ference of Mayors further urges: the President to release for commitment -the 
full $350 million appropriated by the Congress this year and the $100 million 
additional, funds prerieeay appropriated and available for commitment at the 
discretion of the President: 

8, That the President of the United States is again requested to appoint an 
advisory committee on. urban redevelopment, composed of representative local 
Officials, so that: his office and the Housing and Home Finance Administrator may 
be fully and continuously advised on the needs and aspirations of communities 
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4. That the Banking and Currency Committees of the Senate and the House 
of Representatives are hereby requested to undertake a ‘comprehensive study of 
the long-term requirements of cities for urban rédevelopment, looking toward 
legislation that will assure the continuity of Federal financial assistancé for: 
local regevelopment programs-and provide a basis for long-range local planning. 

5. That the Banking.and Currency Committees, of the Senate and House of 
Representatives are hereby requested to initiate and support legislative amend- 
ments which (a) will recognize the realities of the. demands on municipal finan- 
cial resources by increasing the Federal financial participation in the net cost of 
urban redevelopment projects to -80, percent’ from 66%, percent and (b) will 
expedite the progress of redevelopment‘by assisting localities in the- acquisition 
of land’ in blighted and deteriorating urban areas in advance of the preparation 
of definite. plans for the new use of such land. 

6. That the Housing. and Home Finance Administrator and the Banking and 
Currency Committees of the Senate and the House of Representatives are: 
hereby’ requested to investigate the administration of section 220 of the Na- ' 
tional Housing Act and other aids to private enterprise, participation in: urban 
redevelopment and to take such administrative and legislative actions as are 
necessary to produce a full Pane role for private enterpirse in, the rede- 
velopment field. 


Extracts FROM ADDITIONAL STATEMENTS SUBMITTED TO THE UNITED STATES 
. : CONFERENCE OF MAYORS 


BALTIMORE, MD. 


My administration has just concluded the first year of a 20-year broad-scale 
‘ urban-renewal program in this city designed to eliminate the causes as well as 
the results of slums and blight. The estimated public-cost of the program -is 
around $900 million over the 20-year period. 

We are embarked upon this program in response to a wine’ demand by 
business groups, civic organizations, social welfare agencies, and informed indi- 
- viduals that the city take positive actions to combat .the. No. ‘Y social, and 
economic problem Baltimore faces. The public is fully aware thatthe renewal 
program is the only bulwark between a stable and prosperous city and one beset 
with increasingly heavy flights to the suburbs, worsening traffic congestion, 
reduction in retail sales volumes, overcrowding of people and buildings, and a . 
declining tax base in the inner city areas. 

As citizens and taxpayers, the people of my city are fully appreciative of 
the country’s defense needs and the. higher expenditures that unquestionably 
are called for at this.time.- At the same time, is it not readily apparent that 
_ one of the greatest defenses we can have’ is strong, ‘efficient, wealth-producing 

stable urban communities? Drastically curtailing urban‘renewal expenditures 
by the Federal Government at this time would be tantamount to destroying one 
of the Nation’s foremost defensive weapons—the efficient productivity of its 
cities. 

‘During 1957; the riewly organized Baltimore Urban. Renewal and Housing : 
Agency absorbed all of the housing and redevelopment functions that formerly 
were operated by separate agencies or departments, and has launched. a com- 
prehensive and coordinated program that is a pioneering approach in renewal 
programing in the country. 

The time schedules established and the total goal are dependent upon a steady 
- and continuous supply of Federal capital-grant.funds in amounts sufficient to 
get the job done efficiently and expeditiously. °Talk and efforts directed 
toward having the States become responsible for urban-renewal financing is a 
matter, that is simply out of the question for reasons that Congress and the 
subcommittee well understand. : ’ 

Current. expenditures, for renewal in Baltimore have not begun to approach 
the level anticipated, but the 1958 budgetary requirements: involve, a total of 
$6,687,070, of which $3,253,735 will be forthcoming from Federal allotments. A 
$10 million city-loan bond issue. for the urban-renewal program will be’ on the 
ballot for voter approval in November. 

J urge yon to tell the subcommittee about my city’s concern.regarding Federal 
financing of the urban-renewal program, and our strong demands that this ‘pro- 
gram not suffer because of iticreased defense expenditures. In fact, additional 
expenditures for urban renewal-could well be classified as defense spending. 


(Signed) THomas’ D’ALESANDRO, Jr:, Mayor. 





HOUSING ACT OF 1958 


BUFFALO, N. Y. 


Buffalo, N. Y., with a static population of 582,000 covering an area of 426 
square miles, has overwhelmingly acclaimed the urban-renewal program as q 
magnificent, opportunity’ to refurbish a great’ metropolitan center. Particularly 
since the inception of the Housing Act of 1949, as amended, this city has been 
organizing itself to deal effectively with its. problems of community development 
and redevelopment. 

This city like many others throughout ‘this: country is suffering the growing 
pains of metropolitan growth. Our central core area. striving for coexistence 
with the suburban plazas; pur new generations, accustomed to the present high 
standards of living, dethanding the amenities of American life, and seeking the 
more wholesome opportunities for family life in the sprawling residential develop: 
ments beyond the city limits; the relatively high construction costs coupled with 
.the continuing high acquisition costs provide no possible large-scale residential 
development within the:city proper, without the assistance of title I. 

We.are a dedicated people, yearning for the assistance available through: the 
Housing Act of 1949, as amended. It is our fervent desire that the continuation 
and expansion of Federal financial assistance to the redevelopment, rehabilita- 
tion, and conservation of this city is essential, so that we can achieve the physical 
growth necessary for an expanding urban'population.and sustain values in this 
city, the heart of the Buffalo metropolitan area, 


(Signed) Frank A. Sepita, Mayor, 


. DENVER; COLO. 


The strengthening and.revitalization of our cities is one of America’s most 
pressing problems, and the solution of these problems represents a condition of 
‘tremendous magnitude which requires the concerted eBort and cooperation at all 
levels’of government. 

The: creation of the Federal urban-renewal pucnean has given cities a great 
stimulus to face‘up to their increasing problem of urban decay. The program 
offers the most effective tool devised to date to combat 'this decay and renew our 
cities. 

Denver has recognized its problems and has embarked upon a program to arrest 
its blight.and renew its decay. We are in the first stages of four urban-renewal 
projects and have great faith that this: program will allow us to successfully 
accomplish this purpose. Our start is small in relation to our total problem, and 
we shall need'in the coming years the assistance of the urban-renewal program 
in increasing measure to effectively solve this problem. 

Any actions curtailing this program would be a serious blow to us and all 
American cities. On the contrary, ways and means for its expansion and accelera- 
tion should be investigated and considered. We, therefore, urge that the Congress 
‘ of the United States maintain and strengthen this vital program. 


(Signed) W.F. NicHotson, Mayor. 


4 


‘ ; ! OMAHA, NEBR. 


After:‘almost 5 years. of the most diligent effort our urban-renewal program 
here in Omaha is:about to become a reality ;-opposition and apathy have melted, 
away to be replaced by very active interest and anticipation of the program by 
realtors and developers in our city. On'the basis of our experience with our first 

project we now plan to expand ‘our program to cover other areas which are in 

équally serious need of renewal, To curtail the urban-renewal program at this 

time would be to'throw away many thousands of dollars worth of planning and 

educational effort and would set back 'the'entire program 5 to 10 years. - It-seems 

. imperative therefore that the urban-reniewal program be continued without cur- 

tailment until such time as sufficient: numbers of projects have been carried 
through to completion and the results,of the program carefully assessed. 


(Signed). Jonn Rosensiatt, Mayor. 
AxupEen Aust, Planning Director. 


LINCOLN, NEBR. 


Although Lincoln, at the present time, does not actively participate in urban 
renewal, we recently successfully encouraged the adoption of enabling legisla- 
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‘ tion to permit this activity. It is our intent, if Lincoln voters approve, to develop * 
' an active urban-renewal program. Because of the housing cenditions peculiar 


to Lincoln, Nebr., we hope to use the advantages permitted in Sections 220 and . 
221 of the FHA housing programs extensively. 
We therefore’ urge the continuation, improvement, and enlargement of the 
urban renewal program. 
(Signed) _Bennerr S. Martin, Mayor. 


LYNN, MASS. 


I: am happy to lend my voite to the endorsement of any action requesting. the 


' President and Congress of the United States to make sufficient funds available 


so that every city might share in the great American program of urban renewal. 
(Signed) THomas P. Costin, JR, Mayor. 


SAN: JOSE; CALIF, 


The growth of the local economy and population has had a staggering financial 
and social impact upon the city of San Jose. The city is absorbing much of the 
financial burdens of new schools, sewers,. utilities, streets, and a wide variety 
of public serv ices, but it appears to be a losing: battle. 

‘The problem is further aggravated by the immigration of many large-sized, : 
low-income families into the central original city, with consequent social as 


', well as dollar costs. 


While attention is directed toward the new growth of the city. often unseen 
are the increasing demands for capital improvements and better services in the 
older, blighted areas. Unfortunately, at the same tinie, these areas are weaken- 
ing the urban economy.and the municipal tax base. 

To combat‘this tremendous problem, it’is»not a question, of a 5-year or a 10- 
‘year plan. It is a never-ending process and. problem with which we have made 
only the most tentative and halting efforts to come.to grips. © 

In the final analysis, under our Federal and constitutional system, the de- 
cisions.of community development must be community decisions, but the city of 
San Jose cannot, nor can any city, under present Federal, State, and local tax . 
structures, do it alone. 

The Federal Government must assure adequate and continuing financial as- 
sistance to meet these needs. At the Federal level, the urban-renewal program 
cannot be a spigot, to be turned off and on as current economic and fiscal forces 
fluctuate. 

The. planning for and execution of slum-clearance and urban-renewal activi- 
ties must. be continuous, comprehensive, and: inclusive, if the program is to be 
effective. ' 
(Signed) Rosert C. Dorrr; Mayor. 


SCHENECTADY, N. Y. 


The city of Schenectady, N: Y., is ‘now completing dne urban-redevelopment 
project under the Housing Act of 1949 and is in the final planning stage of an 
urban renewal project under the act.of 1954. 

Our .experience has ‘demonstrated: the effectiveness of these programs and 
we ey urge that they be neither eliminated nor curtailed. 


(Signed) . ARTHUR BLESSING, City Manager. 


SOUTH SAN FRANCISCO, CALIF. 


The city of ‘South San Francisco has begun the inifial planning that we hope 
will lead eventually to an effective redevelopment program. We are, of course 
depending to a great extent upon Federal aid as granted by the slum clearance 
and urban-renewal program: We are very anxious that this Federal program 
be continued and that sufficient appropriation be made to permit the slum clear- 
ance and redevelopment so badly needed by a great number of our American 
cities, and which cannot, it seems :‘to me be accomplished by local effort alone, 


. but must have the full participation of the Federal Government. 


(Signed) ' G. J, Rozzr, Mayor. 
25834—-58———21 
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ROCKFORD, ILL. 


Concerning urban renewal, my position'is quite clear. I have previously testi- 

fied at House ‘Banking and Currency Subcommittee hearings in Chicago. 

I will support the continuance of the urban renewal program. But this it ig 
.not to be inferred I am in favor of the Federal Government participating in a 
, housing program as distinct from urban renewal. 

(Signed). Ben T. ScHLEIcHER, Mayor. 


ROCK ISLAND, ILL. 


We feel that this is indeed a'serious situation. The.small and medium-size: 
communities who have just realized the full implications of their housing picture 
and their obligations to provide decent, safe, and sanitary housing, are also those 
communities "who most' urgently need Federal assistance and support in urban 
renewal: We feel that a long-term program is needed, and one which may be 
adaptable to those smalj- and. medium-size communities. 

(Signed) WARREN C. YERGER, Mayor; 


PONTIAC, MICH. 


We have an urban-renewal program underway here in Pontiac, and we cer- 
tainly hope that Federal assistance will continue to be made available on a con- 
tinuing basis for several years. Unless this is done, our attack on blight and 
decay. will falter.’ : 

This is the size of our problem in Pontaic: The 1950 census showed we have 
4,162 substandard- dwelling units. out of a total of 20,000. The proportions are 
approximately the same today, There are concentrations of substandard units 
‘in several sections of Pontiac. In addition, our downtown commercial area is in 
need of major rehabilitation and clearanée. : 

To meet the most critical renewal problem we have. filed a survey and plan- 
ning application for our CBD fringe No. 1 project. This application is pending 
in ‘the Chicago URA regional office. The preliminary gross cost estimate is $4 
millidn, With the F ederal grant at $1,705,000 and ‘our share at $853,000, 

In future years we expect to:initiate additional renewal projects.. At the pres- 
ent time we: anticipate filing as many as two additional projects estimated at 
$3,700,000. Federal grant through 1962; We estimate this 5-year program will 
deal about 20 percent of our total renewal program. In the next -5 years (1963 
through 1968), we hope to:file additional projects. 

We strongly support the efforts of the conference of mayors to secure con- 
tinuing Federal support for the urban-renewal program.” 

(Signed) W.K. Wittman, City Manager. 


LOUISVILLE , KY. 


During the past 4 years, this city, through its department of building and hous- 
ing inspection, has undertaken'a program of conservation and renewal, or rehabil- 
itation, throughout the city by enforcement of the minimum-standards law for 
habithble buildings. . This Work has been spread over the city, particularly; of 
course, the older sections,.and ‘has, resulted in the improvement or removal of 
several thousand: structures... This has been accomplished almost entirely 
by ‘persuasion ‘and’ voluntary. Compliance with the law, with only a minimum 
resort to the penalties provided-in the law. 

In addition, 'to.take advantage of the long-term FHA loans under section 220, 
the city has applied to and received certification of two renewal districts. ‘The 
first of these renewal districts is said, by the HHFA, to be the initial project 
of its kind: in the United States where there is no Federal participation in the 
expenditures for public improvements made by the. city. 

The certification of our renewal districts by the HHFA is in accordance with 
the workable program of the city approved some 2. years ago. 

While we have so. far been somewhat ‘disappointed in the operation of section 
220 for long-term loans: in our first’ renewal district, we feel that this situation 
will be greatly improved in. the second renewal district. Also, if the, FHA 
requirements are relaxed sO.as to more nearly fit our minimum standards, the 
negotiation of such loans would be greatly improved. Also, as to title 1 repair 
loans, we feel: that, the present 3- to 5-year limit should be extended to 10 
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years, particularly for small loans of a few thousand dollars each. We have 
‘had consistently fine relations with the HHFA and the FHA organizations, 

We are well pleased with the progress in the operation of section 221 for 
families displaced by governmental action. - 

The city of Louisville is now preparing, also, to undertake-a substantial pro- 
gram of redevelopment of slum areas for which a bond issue of $5 million was 
approved by the voters in the November 1957 election. This program -has not 
yet been undertaken, as it requires thorough organization and planning. - 3 ‘ 

This city is certainly entirely sympathetic with the efforts of your organiza- 
‘tion and others to continue the slum-clearance program, and you maybe assured ’ | 
of our full cooperation. It would be most unfortunate, if. this program is dis- : 
continued or curtailed. 





(Signed). Bruce Hos.itzect, Mayor. , 


BRIDGEPORT, CONN. 





I would like to add my voice to.those of the various member mayors in pro- 
testing any scuttling or reduction in the extremely important work that is being 
done in American cities in the field of slum clearance and urban renewal under 
title I of the Housing Act of 1949: 

I have an-extensive program outlined for ‘the city of Bridgeport: which we 
feel is necessary for the. economic and social ‘survival of this New England in- 
dustrial city. It would be nothing less than disastrous for ‘this program to be 
reduced in any way. 

I urge that the various member mayors of the standing committee,on legis- 
lation support to the fullest during the hearings, a continuance of the urban- 
renewal and slum-clearance program. : 

E Signed SaMvuEL J. TEDESCO,. Mayor. 


















PERTH AMBOY, N.J. 


Our cities are beset. with mueny problems today, not the Jeast of which is our . 
educational programs, which are an ever-increasing burden. upon our resources. 
We are further faced with the inability to expand our tax bases, many of which 
have been preempted by our Federal Government. 

The task of rebuilding, redeveloping, and clearing slums is econdmically im- 
possible without Federal assistance: 

The present Federal program is lagging; it is too‘slow and -needs to be ex- 
pedited. There is a need for better coordination among the Federal agencies 
handling the program. 

We' believe that the urban renewal and Federal slum-clearance programs are 
vitally. needed if our American cities are to continue to progress and adequately 
serve the needs of our Nation and of our citizens. " a 

The city of Perth, Amboy, N. J., enthusiastically. supports continuance of the os 
Federal slum-clearance and urban renewal: program. 


(Signed) JAMEs J. FLYNN, Jr., Mayor. 






BROCKTON, MASS. 

















We, in Brockton, are working on an urban renewal program at the present 
time and wish, to go on record as strongly supporting the continuanée of. the 
urban renewal program. 

I hope that the Committee on Housing will continue this very important ' 
program. fs 
(Signed) _HsActMar’ R. Peterson, Mayor. 


LAS VEGAS, NEV. 





The city of Las Vegas bas embarked upon an ambitious program of urban . 
renewal.in partnership with the Housing and: Home. Finance Agency. We an- “ 
ticipate applying for $10 milljon in urban renewal loans, $1 million in capital 4 
grants, and approximately $19 million in mortgage insurance for our Westside 
Clearance and relocation program. We also expect a need of approximately 
400, additional units of public housing and 100 units of public: housing’ for. the 
aged. 

We believe that functions of the Federal Government should be limited gen- 
erally to those activities which, for one reason or another, the Federal Govern- 
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ment is better able to perform,‘than is local or State government. It, is our 
feeling that Federal participation in the urban renewal program is an example 
of activities colming within this scope. ‘ 

Accordingly, I am happy to have an opportunity to be recorded as strongly 
supporting the éontinuance of the ‘urban renewal program, preferable ,on an 
expanded level. ; 

Also, IT should like to take this opportunity, to discuss several facets of this 
program which I believe to be within the ‘purview of consideration by the Bank- 
ing and Currency Subcommittee on ‘Housing. These points may ‘be’ considered 
as criticisnis,ot the program, but.if 80 are, most certainly intended in’ the nature 
of constructive criticism. . 

1. Tenure of the program’.—We believe strongly that if lasting: benefits are to 
be achieved fer our American Cities through: this prograni, it is, important that 
the’ local’ governments be givén a greater assurance that the Federal*Govern- 
ment will continue:to parti¢ipate' in this’ program indefinitely,. or gt least for a 
reasonable period ‘of years." In this Way. we feel, there are many cities—ILas 
Vegas is one of theni—w hich will then be in a position te much more’ e ffectively 
‘program, and schedule urban renewal activities over a period of years within 
the scope f th: » ability of each particular city to plan a long-range program and 
finance its shai'e.-- Thé proposed imiiediate program in the city of Las Vegas is 
much too-extensive td be practical as a single project. We feel that we must 
‘therefore -schedule, it) by a succession of projects. However, ‘in' view of the 
present lack: of assurance. that the program will continue. with Federal partici: 
pation, we are faced With'the bugaboo of what will, happen if we can only man- 
age to renew a portion of our blighted district.. For -this reason our urban 
renewal staff is consciously being forced ‘to consider the possibility of redevelop- 
ment in each successive project so that as near as possible it will be self-sufficient 
within itse]f. As a consequence it seers that it will be necessary to maké deci- 
sions regarding the redevelopment of the area which will be less .effective than 
would.be the case if.we were assured cat we could plan eich separate ‘project 
as a unit within the whole area. ' 

2. Improved administration.—-In view of what appears to be a generally wide- 
spread feeling. among,American cities for an, expanded urban renewal program, 
it would seem,that the Congress is justified’ in considering additional adminis- 
trative staff for,the Urban Renewal Administration. At the present time we 
seem to be constantly faced with.the specter of having prepared an application 
for'one or more projécts, with the, applications believed to be in. order, only to’ 
find that there is’ lengthy delay in the procéssing of these applications for what 
the Urban Renewal: Administration terms “lack of sufficient staff.” It would 
appear that one ,;way in which more expeditious processing of applications by 
loeal public agencies could ‘be achieved would be through the provision of funds 
to make avdilable addition: il. staff assistance to the Urban Renewal Adininistra- 
tion. 

However, we feel: this is only half the ‘battle. In order té achieve a more 
effective and expeditious administration it would also appear that ‘responsible 
officials of both the.Urban Renewal Administration and the parent agency,. the 
Housing and Home'’FKinance Ageticy, should advance from the stage of merely 
talking about 'a smoothing and streamlining of administrative procedure but 
actually adopt and implement policies which will simplify and expedite the 
administrative procedures of the agency. We feel that it is ‘within the purview 
of the Cdngress to assist in achieving an improved administration by the provi- 
sion of, additional’ staff assistance and also by insisting on the early adoption 
of.simplified procedures. 

3. Rehousing.—One of the most basic principles of urban renewal is the fact 
that slum dwellers may not and cannot be forced to vacate their blighted dwell- 
ings until-there has been provided for them ‘safe, standard, and sanitary quarters 
ata price which they can afford to either rent or'purchase. We believe this is 
sound and proper.. .However, some :provisions of the legislation or interpreta- 
tive administrative procedures appear to make this extremely difficult in some 
eases. A ease in point may be found in our own proposed program. Present 
plans call for.the construction of a portion of the interstate freeway through our 
urban renewal area: The construct,of this freeway aS proposed will leave a 
strip of land approximately 600 feet wide, which will then be located between 
the proposed freeway and a main-line railroad, which is presently a badly 
blighted slum residential area. It seems obvious to us that with the construction 
of the freeway, this relatively shallow belt is in no way suited for any sort-of re 
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developed residential uses but is in fact aptly suited for industrial purposes. 

In order to proceed along this course, however, we must first provide'substan- 
tial additions to our low-cost housing. inventory. |We are proposing to.do so 
through the redevelopment of the only portion’ of.qur urban renewal area which 
is at the present time predominantly open land. Because this proposed project 
meets the Urban Renewal Administration’s definition of a predominantly open- 
area project, I am advised by our urban renewal staff that we cannot anticipate 
‘any Federal grant for the redevelopment, of this project. The apparent reason- 
ing behind this seems basically sound in that.there is little clearance in this 
particular project and therefore it seems reasonable to presume that the rede- 
" yelopment of this project should be, able to very’ nearly stand on its own feet’ 
financially. However,: here is- where the sticker comes in. We feel, that in 
. ‘order to make the construction of section 221 housing within the.$9,000 mortgage 
’ limits, inipoSed ‘by the agency financially and ‘economically feasible and avail- 
able to dislocated familjes at a minimum downpayment, it.will be necessary for 
us to’ make this land available to privaté builders or developers ‘at’ something 
‘less’ thah one-half the cost which we will have to assume to acquire and develop 
this’ vacant property. .Because of this there will of necessity -be a.sizable net 
loss involved in any. such redevelopnient project which appears to be beyond the 
capacity of the city to handle without some sort of) Federal .assistance.' Under 
circumstances of this sort it seems to us that it is reasonable within.the purview 
of the general intent of the Housing Act and its implied Federal-local partnership 
~ to consider an amendment to some of these regulations. , 

Once again I want to express my, appreciation to you and to the United States 
Conference of Mayors for affording me an opportunity to present the thoughts 
of thé city of Las Vegas relative to this program, and I hope these comments 
will be of some assistance to you during the hearing.conducted by the Banking 
and Currency Subcommittee‘on Housing. 


(Signed) C. D. BAKER, Mayor. 


‘WOONSOCKET, R. I. 


‘As. chief executive of .the city of Woonsocket, R: L., F find ‘it immnenadins to 
write to you and urge you'for the United States Conference of Mayors to support 
vigorously the continuance of the urban-renewal program. 

Woonsocket is a fine community with a pqpulation of approximately 50,000 
persons. In the past several years our city has been ravaged with hurricanes, 
floods, and droughts, and has to facé many other problems. Because of these’ 
natural disasters and because of the’ decline of our industries, we are not in a 
‘position to undertake urban renewal alone. We need it and we must have. Fed- 
eral aid to meet the need. 

We have been working 6n urban renewal for some time now, and have com- 
pleted much of the,preliminary tasks necessary before a program-can be started. 

' It would certainly place a -severé burden .on our community if the urban- 
renew al program were ever to be abolished, delayed, or curtailed. 


(Signed) . JEAN-PAur Soucy, Mayor. 


TACOMA, WASH 


I welcome the opportunity of submitting, on behalf of the City ‘Council of 
Tacoma, a statement urging the continuance of the Federal slum-clearance and 
urban- renewal program under title I of the Housing Act of 1949. 

The city of Tacoma recently.received Federal approval of ifs workable program 
which will permit Tacoma to proceed with its contemplated  urban-renewal 
program. 

While we recognize the need for a strong national-defense program, we are 
also. acutely aware of the need for revitalizing and rehabilitating our ‘cities 
where the bulk of the Nation’s population reside. The Federal urban-renewal 
program is concerned not only with the clearance of slums and the improvement 
of blighted areas, but also with sound planning for new growth and development. 
It is, then, a program which has a tremendous impact on every facet. of urban 
living, both from the standpoint of the action taken by the city government as 
well as the citizens of.the community themselves. 

No federally assisted program in recent years has done more to strengthen the 
core of the Nation—its cities—than has the urban-renewal program. As Presi- 
dent, Eisenhower observed, after signing the Housing Act of 1954, “The new law 
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makes available for the, first time a. practical way for our citizens in the towns 
and cities of America to get rid of their slums and blight.” 
If our cities are to take their'place in the overall defense program and become 
_ vital, productive centers, they. must be made more productive’ and satisfying 
places in which to live. It is for this reason that the city of Tacoma urges that 
the Federal aid for the’ urban-renewal program is continued as well as.expanded, 
(Signed) JoHN H. ANDERSON, Mayor. 





DURHAM, N. ©. 


There must be rio easing up of the declared war against the slums of our 
country, and I feel it is just as*important to the welfare of’ our people to win 
this war in our backyards as it is important'to the future of our people to win 
the war between nations. 

The very nature of the program is a long-range one that. is just now beginning 
to reach the various smaller communities of America. I do hope that the sub- 
committee will emphasize the continuance of‘this program and add to its funds 


at the earliest possible date. 
yeil (Signed ) 


' 


BE. J. Evans, Mayor. 






PORT ARTHUR, TEX. 


Resolution No. 1364, a Resolution Urging the Continuance of the 
Urban-Renewal Program 


6 


‘Whereas it has come to the attention of the City Commission of the’City of 
Port Arthur, Tex., that the Banking and Currency Subcommittee on Housing 
will convene to. hear testimony supporting continuance ‘of.the Fedéral- slum- 
clearance and urban- renewal program under title I of the Housing Act of 1949; 
and : 

Whereas it is .of deep concern to the city of Port Arthur that there is,a possi- 
bility of reducing; or.doing away with, the vitally:needed urban-renewal pro- 
gram in order to facilitate our national-defense program ; and 

Whereas, while the city of Port Arthus does not want to hinder the nation- 
defense program, it does feel that the clearance of blightéd or slum areas is 
essential to the growth and welfare of cities-and towns, and to the continued 
strength of our Nation : Now, therefore, be it 

‘Resolved by the city commission of the city of Port Arthur, Tew., That. our 
citizens have just voted to establish'an urban-renewal program in Port Arthur 
because urban renewal will contribute to keeping this important oil-refining city 
a virile member of the Nation’s economy ; and. 

oa we vigorously support the continuance of thé urban-reiiewal program; 
an 

That we. urge the Federal Government to consider carefully the need for 
blighted or slum areas'to be cleared before reducing the urban-renewal program 
to impotence; and 

That the city of Port Arthur authorizes the incorporation of this resolution 
in the record of the Banking and Currency ‘Subcommittee on Housing. 

Read, adopted, and approved by 5 votes in favor of this resolution and.no votes 
against this ‘resolution at a regular meeting of the city commission of the city 


of Port Arthur, Tex. 


(Signed) Z..Q. Jounson, Mayor. 





HUNTSVILLE, ALA. ' 


There are two items which I feel sure are of great interest to all of the mayors 
of the United States that have any urban-renewal, highway, school-building,. or 
public-improvement programs. underway or programed in the future. 

1. The section -221 rhortgage guaranty program for residents displaced due 
to governmental action ‘should«éxtend to’ all persons displaced. by any govern- 
mental action whether they happen to be living in cities that have an approved 
workable program or,not. At the present time those persons who are displaced 
due’ to governmental action not residing in a community with an approved 
workable program are not eligible for this loan, neither are residents outside 
of the city limits of a community with a w orkable program entitled to the -bene- 
fits under this section 221. 
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2. The relocation payments to residents displaced by governmental action in . 
an urban-renewal: area should apply to all persons displaced due to govern-, 


_mental action whether they live in an urban-renewal area or a highway-building 


area, a public-improvement area, or any other area that is being. cleared” due to 
governmental action. : ' 

We feel you would like to be- informed of the inconsistencies of the vations 
governmental agencies in handling the relocation or displacement of families 
residing in areas that are acquired through governmental action. We feel that 
a much finer public-relations and human-relations program could be effected 
by the communities if all persons affected received the same consideration and 
treatment. 

' (Signed) R.B. Searcy, Mayor. 


TOLEDO, OH » 


The «ity of Toledo is ‘vitally concerned with the continuation with the Federal 
slum clearance and urban- -renewal program. We pianned extensive local. pro- 
grams which will be impossible to’accomplish without Federal aid. Please urge 
the committee to continue the urban-rénewal program at least at present level. 


(Signed) JOHN W. YAGER, Mayor. 


SAN DIEGO, CALIF. 


Continuance of. the urban-renewal program under title I, Housing Act of i949, 
of vital interest to cities: Strengthening of Federal program with: adequate 
appropriations only way of assuring metropolitan areas a way toward redevelop- 
ment that could not otherwise:be accomplished. You are authorized to make 
known position of. this office at forthcoming congressional hearings. 


(Signed) CHARLES C. Dai, Mayor. 
DETROIT, -MICH. 


Your .efforts - in support urban renewal have my wholehearted’ cooperation. 
City of Detroit administration fully supports continuance and expansion urban 
renewal program. Development of healthy urban centers dependent on con- 
tinuing Federal aid. _ Extensive plans in Detroit and elsewhere predicted ‘on 
assumption that: urban renewal is ongoing, rather than piecemeal program. Urge 
you take all possible action in support urban renewal. 


(Signed) Louis C, MigLant, Hager. 
PORTSMOUTH, VA. 


The city of Portsmouth, Va., vitally, interested in Federal sluni-clearance and 
urban renewal, wishes to support and urge its continuation under title I of the 
Housing Act of 1949. 

Relief from slum clearance has been obtained in part and continuance of urban 
renewal will accomplish much for this older city.. 

Workable program is now in progress in Portsmouth. 


(Signed ) A. C. BARTLETT, Mayor. 
waco, TEX. 


The city of Waco, Tex., applauds the efforts of the Banking’ and Currency 
Subcommittee on Housing to ascertain the true needs of citjes for urban renewal 
assistance in relation to the overall domestic and. foreign programs. The city 


of Waco is depending heavily upon urban renewal activities:as an invaluable tool 


to reduce ‘crime and. juvenilé delinquency rates, improve housing and neighbor- 
hood standards, and reverse the cancerous growth of blight in.our city. Urban 
renewal considered an important part of. a recently voted multimillion dollar 
general civic improvement progrim. We add our voice to a a plea for full-scale 
continuation of this program. 

(Signed) Truetr K. Smiru; Mayor. 
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PARKERSBURG, W. VA. 


‘The residents’ of the city of. Parkersburg and myself strongly urge the con- 
tinuance of the urban renewal program as outlined under title I of the Housing 
Act of 1949. 

(Signed) Frank Gove, Mayor. 


SAN /LEANDRO, CALIF. 


San Leandro has.a needed urban renewal: program finally started. Urge 
support of a strong national urban renewal program at coming hearing. 


(Signed) ..THomas O. Knick; Mayor, 


WEST COVINA, CALIF. 


While our expansion,is newly developed from farm country we are aware of 
the urban renewal problems in this general area. We urge your continued support 
of the program. 

(Signed) James Kay, Mayor. 


(Letters received by conference of mayors:) 


City oF Boston, 
May 2, 1958. 
Mr: Harry R. BETTERS, 
Executive Director, United States Confere nee of Mayors, 
Washington, D: C. 


DEAR Haney: When the Seriate Banking and ‘Curreticy Subcommittee meets 
again to consider various matters which have to do with economy of Our coun- 
try,, I hope that the position, of the city of Boston may be made part‘of the 
record of that meeting. 

The possibility that slum clearance and urban renewal will be curtailed is 
ominous: news. - The eity of Boston, an old city, cannot possibly of itself or with 
suggested State help, rehabilitate those sections of the city which have. become 
blighted and which do not.lend themselves to residential reuse. Instead of a 
lesser Federal contribution for urban redevelopment, I have been hopeful. that 
such contribution would be greater. 

Ihave frequently stated that one of the most forward-looking steps taken by 
the Congress of the United States was the authority enabling the Federal Goy- 
ernment to participate in the remaking of the major American cities. Hardly 
a single city in the United States, of any size, is not without its decadent areas. 
Because of*this situation, the American city. has taken advantage of the Federal 
law. for redevelopment and many ,of these cities are now in the midst. of pre 
liminary planning for redevelopment: projects within their cities. 

In order that wise planning can be made, there should be.a settled program of 
allowance over 4 term of years. In short, the ¢ity should know that. for a period 
of at least 10 years the Federal Government will participate in redevelopment 
projects, for as is commonly known, it takes 2 or 3 years and even longer 
to put together a project of any size. 

Rather than attempt to recite herein all of ‘the factors which are important 
in the considerations of the Senate ‘committee, I would refer that committee 
to the statement of Hon. Robert F. Wagner,'mayor of ‘New York City and presi- 
dent of the United'States Conference of Mayors, which appears on page 182 of 
the hearings feport. befote the Subcommittee on Housing of the Committee on 
Banking and Currency \of the House of Representatives which were held on 
January 7-9 of this year. This statement: of Mayor Wagner summarizes the 
position of the cities of: our country both with regard to slum clearance rede- 
velopment and housing.» I agree, in substance, with all that Mayor Wagner has 
stated. '.I-emphasize the great and continuing need for Federal participation in 
urban renewal with thée'additional spur to cities of greater contributions by the 
Federal Government, and revisions in the law which will permit of speedier ac- 
complishment of urban renewal projects. 

Respectfully 
J. B. Hynes, Mayor. 
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THE City or Erie, Pa., 
: ’ | May 9, 1958. . 
UNITED STATES CONFERENCE OF MAYORS, 
Washington, D.C. 

GENTLEMEN : The current question of interest that concerns the ‘average 
American city is survival. The survival which we refer to is that from urban - 
‘decay and obsoles¢enc e. 

_The question before the Congress of the United States, the State legislatures, 
and local city governments should not be that of apportioning responsibility or, 
delineating of their appropriations to any certain percentage, but to bring forth 
a total’ effort and dollar for the accomplishment of stemming the tide of blight . 
in‘our cities. 

The ‘problem of urban renewal is so tremendous and ever-pressing that all 
resources need to be marshaled for use, and any idea of saying that the Federal 
Government should only appropriate so many dollars and likewise for the State 
and: city is folly and will only give off misgivings. ‘Urban renewal and the in- 


‘ventory of “slummy” decay has already rotted because of the lack of a total pro- 


gram that has a continuing long-term approach and not a bit-by-bit donation 
type of program. 

A city such as Erie, Pa., has taken up the attack, against blight, but it took 2 
years,to get a project into execution. Now that we have our first project in the 
brick and mortar stage the city is looking toward future projects and such 


‘ Jocal initiative should be able to count on an ever-ready Federal program with 


State participation. 

Therefore, the question’ should not be who pays what share of the urban 
renewal budget; but, how ‘many. dollars’. worth of projects are meeded by the 
cities. and the appropriation of the full limit. by’ the Congrens of the United’ 
States of America. 

The city of. Erie and its redevelopment authority support, and truly encour- 
age the, adoption of at least $350 milliom annual, program over a 10-year 
period, with an increasing ‘percentage of Federal participation. 

Thank you. > 

Sincerely yours, 
ARTHUR J. deme Mayor. 


City oF CAMDEN, N. J., 
Office of the Mayor, May 9, 1958.. 


Mr. Harry R. BETTERs, 
‘Executive Director United States Conference of Mayors 


” 


* Washington, D: C. 

Dear Mp. BETrers: Any reduction in the percentage of Federal contribution 

to urban renewal pr ojects in. this city can. result in nothing less than making 
progress’ against urban.decay impossible. The vicious circle of a declining tax 
base dnd the resultant tendency. toward lower muncipal revenues, coupled with 
the increase in municipal costs occasioned by spreading slumis requires the: in- 
creasing support of Federal funds in projects designed to reverse the trend. It 
is conceivable that a lessening of Federal participation ‘might be appropriate 
when some of the beneficial results of urban renewal have been realized by cities, 
but it is obvious that we are far from that position today. 
‘It. would be much more. logical to increase the amount of Federal support 
from the present 6624 percent to 80 percent and thereby hasten the prospect of 
self-sufficiency rather than to curtail and probably defeat the program by re- 
ducing such support. , 

Our experience in Camden and our most conservative estimate of the total 


’ program which we must accomplish clearly indicate the’ validity of. the con- 


ference position in support of a continuing program of. at ‘least $350 million 
annually over a.10-year period with an increasing percentage of Federal par- 
ticipation above the present two-thirds. 

Please convey to the members of the Senate Banking and Currency Subcom- 
mittee on Housing my deep concern that any lessening of Federal support of 
this vital program will cause irreparable harm,to cities and the Nation. Urge ~ 
them on my behalf: to increase Federal support so that we can produce ‘the 
remedies. for urban illnesses before they become incurable. 

Sincerely yours, 
‘GrorGE E. BRUNNER, Mayor. 
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m a ra was Cry or FRESNO, CaLir. 
1 " ni May 7, 1958. 
Mr. aber, BETTERS, * | , 
Executive.Director, United States Confer ence of M aver 8, 
' Washington, D. C.' % ; 


Dear Mk. Berters: This, letter is to express our saline in the continuation 
of slum clearance and the continuance of the urban redevelopment program. 

.We understand that testimony will, be presented to the Senate subcommittee 
on, Housing. We .want*our position ‘in support ‘of the official position : of the 
. United States Conference of Mayors known. 

'. Our city of, Fresno is,on its way With ‘the urban redevelopment program: We 
believe in it and we need it. Better cities, ‘better States, and a tore prosperous 
and wholesale Nation willbe the result. 

We urge strongly the. continuation of the program. 

Sincerely, q 


y 


ARTHUR L. SELLAND, Mayor. 


SrocktTon, Cauir., May 8; 1958. 
Mr. Harry R. BErTeERs,* ’ 
Executive Director, United States C onference of Mayors, 
Washington, D. G. 


Déar Mr. Berrers: As a public official in a city which has an ever -increasing ‘ 
stake in the urban renewal program, I have lodked with: great concern on the 
executive proposal to curtail: Federal assistance tio this vital program. 

In developing its local urban renewal program, the city of Stockton has in- 
vested considerable time and public moneys with the confidence that Federal as- 
sistance would be continued on the same basis as exists at present. The nature 
of the urban renewal program is such that long-range planning and programing 
is essential to the success of the venture and the financial scope of the problem 
precludes exclusive local government slum clearance. In actuality, cities will 
be ‘hard pressed to muster the financial resources. required with the present 
Federal Government participation. 

Due to the increasing demand on Federal funds by cities interested in slum 
clearance, it seenis ‘that the amount ‘of Federal funds should be increased, not 
reduced, and that strong, consideration should be given to increasing the per- 
centage of, Federal participation. Decreasing, the Federal contribution to 50 
percent would curtail the Urban, Renewal Program as surely as would failing 
to make adequate funds available. 

I cannot overemphasize the importance of this program to Stockton and other 
cities affected by urban blight. Therefore, I strongly urge that Federal assist- 
ance to communities be continued and that firm steps be taken to insure that the 
program is not rendered ineffectual by limiting Federal participation. 

Very truly yours, 
Harvey M. Stuy, Mayor. 


CITY OF ATLANTA, ATLANTA, GA., 
: May 7, 1958. 
Mr. Harry R. Betrers, 
Executive Director, United States Conference oF Mayors, 
Washington, D.C." 

Dear Mr. Betters: This is to. acknqwledge receipt of your letter.of April 30 
requesting a statement for presentation 'to the Senate Banking and Curréncy 
Subcommittee ‘for supporting continuance of the Federal urban renewal program. 

| Urban renewal is :getting to be big business in’ Atlanta. .We are moving 
steadily ahead and currently have’ Federal approval on five urban renewal proj- 
ect areas, totaling.1,201 acres. ‘This represents $14,600,000 in. Federal capital 
grant reservations, and half that amount in. grants-in-aid by the city, over a 5- 
year development period. 

Our planners visualize'a continuing program ‘for urban. renewal in Atlanta, 
with the addition of one new project area per year for the next 5 years. 

The financing of such a program would. involve about $2 million per pear by 
the city in a combination of cash and credits for capital improvements. Such un- 
dertakings, howevér, cannot materialize without the whole-hearted and much 
needed active .assistance and participation by the Federal Government in a 
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broad iong-range urban renewal program, such as proposed by the chairman of . 
the United States Conference. of Mayors. 

‘I ‘sincerely hope that the administration will find ways and means, of con- 
tinuing adequate support of ‘an urban renewal program, thus helping American 
cities to help themselves in‘ the national fight ‘against city blight, leading to 
eventual elimination of our substandard residential areas which are a constant 
drain on our cities both financially and a , 

Very truly. yours, , Pa tae 
Wm. B. eae Mayor. 


1 _Crry OF VAN COUVER, Wasu., 
1 ~~ ripe . May 6, 1958. 
Mr. Harry R. Rerun 5 
. Excoutive Director, United States Conference of Mayors, 
,Washington, D.C. - 

"DeA AR | Mr. Berters: We have just received your letter urging support for main- 
taining the present: Federal contribution to urban renewal projects based upon 
66% percent rather than on a reducéd Federal contribution of 50 percent.: It 
‘will be impossible for me to attend the conference in person; . however, at an 

earlier date we have written the Congressmen and Senators from our State 
urging them to support the present allocation for urban ‘redevelopment , proj-. 
ects. We have received repliés from Senator Warren Magnuson and .Con- 
gressman Russell V. Mack, indicating that they ‘will support. the program based 
upon the present allocation program of Federal participation. 

We certainly, feel that this is not the time for any reduction in Federal urban 
renewal funds. On the other hand, we feel that an increase in these funds 
would boost the economy of our country and pump more money: ‘into the areas 
that are badly in need of additional funds. 

I sincerely hope your efforts in presenting: this matter. will fall ipon'‘receptive 
ears and if there is any additional. correspondence you feel would be helpful 
from our city please.let me know. We will keep in touch with our Congressmen 
and Senators, reminding them of the importance of this matter. 

Sincerely, 


e 


H. kL. seareteeny 
Mayor. 


Crry oF Rock ISLAnp, ILt., 
May 6, 1958. 
Mr. Harry R. BeTrers, 
Executive Director, United States Conference of Mayors, 
Washington, D. C. 

Dear MR. BetTTerS: -I welcome this opportunity to place’additional emphasis 
regarding our feeling about urban renewal before the Senate subcommittee. 

Without repeating my. remarks of the previous hearing, I. would call your 
attention to the growing awareness among our medium-sized and .small ar 
palities on positive-action programs aimed at renewing our cities.’ 

While having a population of approximately 50,000, Rock Island is part of a 
compact metropolitan area:of a quarter of a million people.. Many of our prob- 
lems, including traffic, shopping and service-areas, and housing, become metro- 
politan in scale even though our boundaries and population .count ‘were to be 
static, such problems continue to grow. 

Without Federal participation on at least a level. of two-thirds to one-third: 
a broadening of*the renewal concept under the general neighborhood plan pro- 
visions to encompass. even larger portions of the city, and without a-clean-cut 
assurance of Federal support and participation’ on at least a 10-year basis—- 
it is extremely doubtful that satisfactory progress can be made toward a 
comprehensive program of renewal.in thé medium-sized city. 

Sincerely, 
W. C. YeRGER, Mayor. 
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Town oF HAST PROVIDENCE, R. I., 
b May 7, 1958. 
‘Mr. Hagry R. BEtTTeERs, , 
Executive Ditector, United: States Conference of Mayors, 
Washington, D. C. 

Dear Mr. Berrer: In reply to your letter of April 30 asking for a similar’ 
statement of indorsement of. the urban-renewal program, I am most happy to 
‘comply. 

I strongly urge that these programs be neither eliminated or curtailed, but 
carried out to the fullest extent. ; 

No other program, to my knowledge. has done more to assist and strengthen 
the core of these United States, its communities, than have the programs under 
discussion, 

I sincerely hope that everything will be done to insure the carrying out of 
the urban-renéwal program to: the utmost ‘degree and further that every effort 
- be made. to eliminate all unnecessary technicalities which tend to cause lengthy 
delay in the processing of applications ‘submitted by the cities and towns. 

With well wishes and best regards, I remain, 

Sincerely “yours, 


DANIEL ‘EB. Marso, Council President. 


City or "WINSTON-SALEM, N.,C., 
* May 7, 1958. 
Mr. Harry R. Berrers, 
Executive Director, United States Conference of Mayors, 
Washington, D. C.» ' 


Dear Mr. Betrers: When you appear before the Senate’ Banking and Cur- 
rency Subcommittee on Housing by all means: make-the strongest possible repre- 
sentation in favor of continuing Federal aid for urban renewal on the present 
two-thirds to one-third terms. I cannot see how, we will accomplish urban re- 

newal in the older areas of ‘Winston-Salem without at least as much Federal 
aid as we have anticipated. We cannot possibly produce sound, liveable 
neighborhoods in the older sections of the city, with adequate open areas, streets, 
utilities, and other community facilities, unless we ‘get sufficient aid from the 
Urban Renewal Administration. 

Meanwhile; we have evidence that our blighted areas are affecting some of the 
nearby neighborhoods—that our slums are spreading. They. will continue to 
spread unless financial aid from the Federal Government is forthcoming. 

Working under a. recently amended enabling act for urban renewal, Winston- 
Salem has had its workable program approved and has received a-substantial 
planning advance.. The city-county planning board has delineated a study area 
for which the urban redevelopment commission. will prepare a general neighbor- 
hood renewal' plan... Meanwhile, our various codes and ordinances that affect the 
quality of housing are under review by a special committee on revision of codes 
and ordinances. 

We feel that we are’ doing ‘a: good job of slum prevention, but have not begun 
to do the more intensive job of clearance and rédevelopment according to a plan. 
I expect that if Federal: aid for urban renewal is ‘diminished by Congress, we 
may never really begin the’ job of clearance and redévelopment. 

As I have said before, I am well aware of defense requirements. However, 
I believe any cut in aid to urban renewal would result in‘cities that would be 
practically more difficult to defend and spiritually. less.worthy of defense. 

Sincerely, 
MARSHALL C. Kurrees, Mayor. 


Cry OF SPRINGFIELD,..ILL., 
Vay 6, 1958. 
Mr. Harry R. BErTTeERs, 
Executive Director, United. States Conference of Mayors, 
Washington, D: C0. 

DEAR Mr. BetTtrers: Under date of January)3, 1958, I wrote to you concerning 
the vital*need for continuation of a strong’urban renewal program. Therein, I 
emphasized the rapidly increasing trend of the Nation’s population to concen- 
trate.on urban areas, the resulting municipal problems, and the increasing ratio 
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of Federal participation in collected emi making it impossible for local and 
State governments to raise the funds needed to arrest the onward march of blight. 

Therein, I further emphasized the growing problem of wage-earning citizens 
in lower income brackets to find adequate housing. * 

I emphasized in that letter, and now reemphasize, ‘the obvious fact that the 
only alternative to urban renewal is expanded public housing, but public housing 
is not the American way for an independent wage earner. 

Urban renewal also stirs cities tod reexamine themselves and insist upon 
modern'‘housing codes, modern zoning codes, and enforcement of the same. 

I note that my letter, along with the' communications of chief exécutives of 
the principal cities in the Nation,.was made a part of ‘the record of “your ap- 
pearance before the Subcommittee on Housing of: the Committee on ‘Banking 
and Currency, House of Representatives, 85th Congress. I repeat the argu- 
ments expressed in.that letter, and urge that the Federal Government extend and 
expand urban renewal programs for the benefit of our Nation. ts 

‘Very truly: yours, : { H 
; , NELSon O. HowakTH, Mayor. 


’ Crry or ALEXANDRIA, VA. + 
: : May, 1958. 
Mr. Harry R. Bertrers, ’ 
' Bxecutive Director, U nited States Gonfe rence ‘of Majors, 


Washington, D.C. 


Dear Mr. Berrvers: ‘I understand that beginning May 16. hearings ‘will be held 
before. the Senate Subcommittee on Banking and Currency with reference. to a 
continuation of ‘the Federal slum clearance, and urban renewal program and 
supplemental necessary howising. I desire to take this occasion as mayor of the 
city of Alexandria, to urge the continued support of the urban renewal program 
under title I of the ‘Housing Act of 1949. 

The economic, growth and stability of all American cities today, in my opinion, 
depend in large measure upon their ‘ability to-revitalize not alone the substandard 
hdusing areas of the community, but the central business diStricts ‘of these 
cities as well. ' ~~ + 3 

With the heavy. burden imposed upon the ¢ities of every community by the 
imposition of Federal and State taxes, leaves little available frdédm this source 
for the municipality to face-up to this great responsibility on its own, and it 
seems to me, therefore, that unless adequate Federal] aid can be obtained through 
the urban renewal and. redevelopment SeCSram, many of the’ta&sks that must be 
accomplished will remain undone, 

While I fully appreciate the need for an expanded defense program, I do not. 
feel that we can afford to destroy or curtail all of our domestic’ progfams, and 
especially those involving slum clearance designed to accord to all of our 

citizens decent living conditions. It seems clear to me that if we are to’remain 
strong and vibrant as a nation, we must preserve the internal strength of every 
American family by affording to them a better standard of living as expressed - 
in clean, decent, and modern homes. 

I.entertain, therefore, the ardent hope, and- stvenaty urge, full support for'a 
continuation of the urban renewal and slum clearance program by the: Senate 
Banking and Currency Committee. 

Sincerely yours, 
Leroy S. BENDHEIM, Mayor. 


City oF. WYANDOTTE, MICH., 
May 6, 1958. 
Mr. Harry R. BeErrers, 
Executive Director, United States Conference of Mayors, 
Washington, D. C. 

DEAR MR, BetTeERS: I am still in complete agreement with the United States. 
conference of mayors on their stand to obtain at least $350: million annually 
over a 10-year period from Federal sources for urban renewal and slum clearance. 

The city of Wyandotte has already tonducted an analysis of its urban renewal 


‘needs .and is currently working through several commissions and committees 


to formulate a positive urban renewal program. I feel that Federal participa- 
tion in slum clearance and urban renewal is essential if more than a token pro- 
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gram is to be undertaken. We fully expect industry and private capital to 
carry its share of the load but the results might be questionable without Federal 
participation to a greater degree that is now indicated. 

If there is anything I can do to aid the effort, please let ine know. 


Sincerely yours, 
Seu E. McCautey, Mayor. 


City oF SEATTLE, 
May 5, 1958. 
Mr. Harry R. Berrers, 
Ezecutive Director, United States Conference of Mayors, 
Washington, D. C. 

Dear Mk. Berrers: The following is for inclusion as a part of the record 
before the Senate subcommittee: 

“TI feel that it-is most important that the, ‘urban renewal program be extended 
and that funds that have heretofore beew made available be released by executive 
direction. It is only when we revitalize the face of our American cities that we 
can expect to build a strong America.” 


Sincerely, 
Gorpon 8. Crinton, Mayor. 


EXEcUTIVE DEPARTMENT, 
Somerville, Mass., May 5, 1958. 
Mr.. Harry R. BEerTrers, 
oe Director, United st tates Conference of. Mayors, 
Washington, D. C: 
DEAR Sn: I strongly support continuance of the Federal slum clearance and 
urban renewal prograin under title I of the Housing Act of 1949. 
Very ‘truly yours, 
Witt1aAM .J. Donovan, Mayor. 


City or CHARLOTTE; N. C., 
March 27, 1958. 
Mr. Harry Berrters, 
-Brecutive Director, United States Conference of. Mayors, 
Washington, D. C. 

Dear Harry: Reference is made to your bulletin of March 20, with particular 
reference to Senate bill 3399, which proposes to cut Federal participation from 
the present 6634 percent to 50 percent by 1963. 

We have just reactivated our urban rénewal commission and are making every 
effort to.do a thorough job of urban renewal in certain sections of our city in 
,which it is badly needed.* If the bill passes in its present form, it will kill urban 
renewal as far as Charlotte is concerned, for the simple reason that we do not 
have the necessary funds to participate on a 50-50 basis. 

It further appears that Charlotte ‘is rapidly approaching its constitutional 
limit insofar as additional bonds are concerned, and it is: doubtful that bonds 
could be issued for this reason to finance the program. 

The city. of Charlotte wishes to be registered with your organization as vigor- 
ously opposing this cutback. 

Sincerely, 
H. A. Yancey, City Manager. 


City or NorFork, Va., 
May 2, 1958: 
Mr. Hakry R. BETTERS, 
Executive Director, United States Conference of Mayors, 
Washington, D. OC. 

Deak Mr. Berters : Your letter of April 30, 1958, requested a,statement sup- 
porting the continuance of the urban renewal program to°be included as-a part 
of the record before the Senaté subcommittee. 

-Enclosed is a portion of my statement pertaining. to urban renewal which I 
—_ before the. House Governmental Relations Subcommittee on December 11, 

Sincerely yours, 
THOMAS F.. Maxwe tt, City Manager. 
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ExcerPr From STATEMENT Mabe BEFORE THE House oF INTERGOVERNMENTAL 
RELATIONS SUBCOMMITTEE, DECEMBER 11, 1957, IN RALEIGH, N. C. 


We, in Norfolk, wish to emphasize as strongly as possible our belief that the 
continuation in the urban renewal program is absolutely essential to the survival 


of the central cities in the metropolitan areas. Because our program was acti- . 


vated. nearly 6 years ago, we feel the’ experience Norfolk has had with slum 
clearance and redevelopment may be usefyl and of interest to this committee as an 
example of local and national, benefits derived from ‘a Federal grant-in-aid 
program. 


A few years ago Norfolk had 600 acres of slums and one area was known far, 


and wide as perhaps the worst in the Nation. 

Hundreds of acres of shacks produced an average assessment of $300, an average 
tax of $9 per year. In one 40-block area, the total tax revenue was less than 
$40,000, and the cost of the city services came to more'than a quarter of a million 
dollars. 

The serious and.costly nature of such conditions was spotlighted) by a pre- 
liminary study which cost us comething like $20,000, which is one of the bést 
expenditures the city ever made. 

The value of the urban renewal and public housing ‘program is now admitted, on 
every side, and there were at least two sides when we started. 


y 


These were improvements that figured ‘most prominently this year in winning. 


Norfolk a first place award in Look magazine’s home achievement competition. 

We would not have won it without the urban renewal program. 

Norfolk was one of the nine cities in the Nation so honored. I do not recall 
all of them, but I doubt if any of them would have won this recognition without 
that program. 

The. economic gains of city, State, and Nation already realized from one de- 


‘velopment, a new industrial strip along Tidewater Drive, are enough in themselves 


to make the program worthwhile. 


Total taxes from the new multi-million-dollar enterprises in this develop: 


ment—and gentlemen, you take most of their taxes at. the Federal Governinent 
level, we just get the leavings—are sevéral times greater-than the,revenue the 
slums they replaced could ever produce. 

But the impact on our and your people—all of us are your people—in terms of, 
better living and hence better citizens, cannot be stated in ternis of dollars. 


* Similar gains are-anticipated from the reuse of a 5-acre tract near the Federal . 
* building, and from new: commercial and industrial sites being made ivailable in 


our second redevelopment project along with a new medical center. and sites for 
privately developed apartments. 
Still other benefits, social, economic, promise to result from a proposed 140-acre 


project the redevelopment authority is now planning to undertake in our down-: 


town area. What the State, the city, and Nation stand to gain in this area is 
indicated by the fact that the entire 140 acres, excluding 2 buildings, now con- 
tributes only about $143,000 in city taxes, an amount matched by almost any 10 
buildings that you can walk down our main street and pick out. 

Gentlemen, it is our opinion that this amazing improvement in the city ‘of 
Norfolk, and therefore in the Nation, would not come to pass, but for the Federal- 
aid program which stimulated the people of Norfolk to do a tremendous job. , 


Crry or RICHMOND, CALIF., 
: May 12, 1958. 
Mr. Harry R. BETrTeErs, 
Executive Director, United States Conference of Mayors, 
Washington, D.C. 


Dear Mr. Betrers: In. answer to your request of April 30, 1958, I am enclosing . 


a statement, reporting dur experiences to date in urban renewal and our recom: 


mendations for its future administration. Your assistance in our behalf on this 


vital subject is appreciated... 


FEDERAL PARTICIPATION IN URBAN RENEWAL 


For as many years as all of us can remember we have seen slum conditions 
in'every city in the country ; conditions that-were so general that they came close 
to being accepted by some asa necessary but evil part of our way of life. 
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Fortunately, the Housing Act of 1949 with its subsequent amendments in the 
last few years has finally provided a vehicle by which these conditions can be 
eliminated. ..° 

The city of Richmond took an early lead in this program, perhaps because of 
imniediate- necessity due to removal of over 16,000 units of temporary wartime 
housing. Successfully, we have continued our program‘and can now show 
completed projects, sufficient to encourage organization within the city for’a full- 
scale and long-term program to revitalize our city. 

It is not only logical but imperative that the national program be continued 
and also expanded to allow for protection of investment in our greatest single 
asset, that of the home and its environment. 

We further wish to endorse your efforts in proving that continuing Federal 
participation is vital ‘to the: success of the program.’ Should this essential 
catalyst of the operation be-removed, it‘is certain that all of the benefits about 
to be accrued as a result of years of preparatory work will be wasted. 

The present method of Federal and local cooperation is a feasible plan that 
is working efficiently and is on the threshold of major accomplishment. It is 
not logical that this-means should,be thrown aside to experiment with methods 
that indicate insurmountable obstacles, both in time and money. 

We completely support your efforts in requesting continuance of Federal par- 
ticipation; not only in extension of ‘the allowable funds to the minimum of 
$350 million per year, but’ also for a Jogical 10-year plan: that will allow ade- 
quate local programing to continue. 

’ The city of Richmond has made every possible effort to provide financing for 
its redevelopment projects without Federal assistance when circumstances per- 
mitted and has been able to do so in 8 projects, 2 of which are now in the 
completed stage. However, as we enter resident-occupied neighborhoods in 
which every conceivable. problem .exists, we have found this to be no longer 
possible. We have also found that these areas have only one other alternative 
without redevelopment; a progressive deterioration principally due to the lack 
of public facilities and poor planning in the original development. Due to this 
situation all new. development has occurred in the suburbs away from our 
urban areas. This certainly will not allow a city to remain-in a healthy finan- 
cial position for long. * 

We are able at the present time to show eight redevelopment projects in 
stages varying from the planning stage to physical completion. In a:recent 
10-year estimate we found our projected: needs to approximate $20 million’ in 
Federal aid.- This will illustrate the emphatic need for continuance of the 
Federal program. 

SECTION 220 


Section 220 may be improved by extension of its tse-to include loans for any 
existing home in ah urban renewal project.area which will pass FHA: standards 
of inspection. Since many of the owners are saddled with short-term, high- 
interest loans, this would encourage beyond-code, remodeling where the expenili- 
tures: would be less than‘ the 20-percent requirement now in force. It would 
also, encourage sales by ,some families’ whose requirements do not suit 
the size of the home, ‘thereby introducing a new family. who would be more 
receptive to remodeling expenditures. 


SECTION 221 


The ceiling in section 221 loans in relocation should be extended to. approxi- 
matély $12,000 in place of the present $9,000 limit. 

It, is not necessarily true that displacees from.urban renewal areas or other 
governmental actions cannot afford more than the present price ceiling for 
housing. As a matter of fact, a large number of. our. problem cases involve 
large families requiring four .bedrooms that are forced to accept rundown 
* accommodations at high monthly ‘rentals. It is not possible to purchase or 
build housing in our area to suit such conditions within the $9,000 limit. 


PUBLIC HOUSING 


The needs in this branch.of the program should be further examined to prove 
its value for special categories such as the elderly and displaced families. Since 
individual -social problems: are one of' the prime reasons behind the need for 
public. housing, education or means to solve the ‘problems of these families 
should be a tequired part of administration. of projects. A real effort should 
also be madé, to make such an accommodation as temporary.as possible. “Use 
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of section 221 should be ‘encouraged to SR, jemand as’ soon as the 
conditions of the family permit. 

‘It may be of interest to note that, in several cities considering full-scale use of 
public housing that their’ projected: needs show only around 1 dwelling unit, 
per 100 of total population. 

Should such a ceiling be found feasible, incorpordtion PY the limit into the 
law would dispel fears ans arguments from many groups that private industry 
is being overcome. 4 t 


bsasbiienaonaney IN FEDERAL ADMINISTRATION 


b 


The time lag in processing all urban,renewal paperwork is a ‘serious problem 
in execution of ‘any project. While every possible: help has bee forthcomirg 
from all HHFA branches, the need for augmentation of ae is very apparent 
to speed this processing. 

We believe that the requirement of 20-percent ‘blight ‘for conservation or 
rehabilitation project eligibility is too strict. .Much more’ in the way of pre- 
ventive work could be done in a less expensive manher'if reasonably good 
neighborhoods were allowed to participate in the program. 

A second problem has arisen in: relocation where no'payment is allowed 
for loss of good will in the case of the small, family-type store. Moving ex- 
penses alone are not sufficient to provide nieans of, eiitering into business at 
another location. In almost every redevelopment: project vociferoys objection is 
in evidence when this condition is discovered by the owners. 

More serious: thought can be given to redevelopment laws in regard to re- 
building of nonresidential areas. Commercial and induStrial blight can be just 
as serious a problem as housing to a community if no méans can be found to 
correct ‘it.The role of urban renewal embraces evéry’ phase of community 
development and living pattern for the economic betterment of its people. 

We wish to thank you for your sincere efforts in obtaining representation 
for us in this critical subject. 

Sincerely, : 
Epwin S. Howe Lt, 
City Manager. 


City of MILWAUKEE, WIs., 
May 13, 1958. 
Mr. Harry R. BETreRs, 
Evecutive Director, United States Conference of Mayors, 
Washington, -D. C. 


Dear Harry: Enclosed herewith is a statement on ‘urban Fenewal which I 
am submitting in accordance with the request contained in your lettér of April 30. 
I hope the statement can be of value to you in Connection’ with the. testimony 
scheduled for May 16. 

Very truly yours, ae 
FRANK P. ZEIDLeR,; Mayor. 


STATEMENT OF THE HONORABLE FRANK P. ZEIDLER, MAYOR OF MILWAUKEE, Wis., 
TO.THE SUBCOMMITTEE ‘ON Housine OF THE : weenie BANKING ANp CURRENCY 
CoM MITTEE 


Gentlemen, some 5 months ago I had the pleasure of testifying before hearings 
conducted by your committee in,Chicago, Ill. Since that: time one thing is still 
very evident :. the need for urban renewal has not decreased, and if anything, 
the need has‘ actually increased.: It has. increased for a@ simple reason that 
Milwaukee along with many other American cities has had an, inadequate pro- 
gram of urban renéwal, and it has not been able to combat the growth of.slums 
and blight.as. rapidly as slums and blight are being formed. , The amount of 
blight and slum in'the city of Milwaukee has continued to increase faster than 
our efforts to catch up with the problem." Such an increase has occurred ih spite 
of the fact.that Milwaukee has, in my opinion, one of the outstanding programs 
of housing code enforcement, and a program for the razing of unsafe buildings 
of any city equal to any in the Nation. ' 

In fact, during the last 2 years the Milwaukee ‘Health Departinent in enfore- 
ing the housing code, has: issued orders ‘requiring more than 55,000 different im- 
provements. Over 70 percent of those orders have been complied with. . Mil- 


waukee is proud Of this record, but the enforcement of codés-is no substitute for , ; 


urban-renewal on a full scale. ‘A true urban renewal program: must be well- 
rounded, and the enforcement of codes is but-one aspect of: this —- 
2 25884—58—_22 2 
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Milwaukee is concerned that removal of Federal aid will mean that the city’s 
efforts to cope with the spread of slums and blight will be largely confined to 
the enforcement of building and housing cédes. Code enforcement can do little 
more than’ slow down the deterioration of older neighborhoods. Code enforce- 


ment ‘cannot, force demolition of those structures which presently are deterio- . 


rated to the point ‘where they, are not suitable for human habitation, but where 
they are not sufficiently endangering the life and health. of their occupants to 
convince a court. Code enforcement cannot regenerate a slum. Only a vital 
urban renewal program designed to meet the entire needs of a city. can. accom- 
plish these purposes. The cities are helping themselves but they cannot provide 
for financing of ‘such a vital program. ' They need adequate Federal aid.. 

The cities, based upon the expressed statements of this administration, have 
initiated programs to raise matching funds for ‘urban renewal, but local match- 
ing funds alone cannot accomplish .what needs,to be done. It is a matter of 
necessity that the Federal. Government continue its support. - 

Specifically, I believe the urban renewal program’ should be strengthened as 
follows: 

(1) There should be authorized and appropriated a ‘continuing capital grant 
program’ for at least a: 10-year period. .The dmount of capital grant funds to 
be made available each year should be substantially in excess:of the amount 
presently being made available. °*., 

(2) The financing .formula ‘should be changed so that public works which 
benefit any part of a project area, including ‘such public works that benefit the 
city as a whole, can be included as offsets to local costs. In this connection I 
believe the law should specifically state that public works which are started 
before the city has a contractual:relationship with the Federal Government, if 
they benefit the project area,. should be available as so-called noncash grant-in- 
aid. In addition the proportion of projects locally financed should be ‘decreased. 

(3) :As the urban renewal program proceeds, it ‘should be better coordinated 
with the requirements of civil defense; so that we can rebuild our cities in a 
manner that is practicable and at the same time achieve cities which are more 
resistant to enemy attack. 

(4) The section 221 program for relocation should be so revised as to make 
the “pe limits ‘therein more realistic and more reflective of construction 
costs that presently exist. They should also be revised so that 221 housing could 
be located anywhere within the metropolitan area, rather than just within the 
city limits of the city which has appliéd for a section 221 allocation. We cannot 
at one point talk about furthering metropolitan planning as the Housing. Act of 
1954 does, and at another point restrict our: thinking to the city limits under 
this special aid as provided for in the Housing Act. 

(5) In order to help solve the problem of relocation of those families who 
cannot afford private housing even though they receive a partial subsidy through 
the 221 device, we must have a méaningful, workable public housing program. 
The urban renewal program will continue to be significant, not only as it clears 
slums, but as it increases the adequate: supply of adequate housing in the 
community. 

(6) The creation of the Department of’ Urban Affairs appears to be the best 
way..of coordinating at the Federal level the various Federal programs including 
urban renewal, the interstate highway program as it effects cities, the. Federal 
civil defense “program, etc. The national concern with the great majority of 
our population which.today lives in urban centers must be reflected in a depart- 
ment concerned with the problems of urban dwellers and the political entities 
in which'they live. Just as it was necessary 100 years ago to create a depart- 
ment to concern itself with the affairs of the farm groups, today it is necessary 
to create a department which will concern, itself with the affairs of the city 
dwellers. 

The growth of our Nation today lies in the growth of our cities. The health 
of the Nation, therefore, is becoming more and more bound up with the health 
of the places in which people live, their cities.. We must, therefore, have a pro- 
gram which will indeed bring good health to the Nation’s cities. 

The actions of your committee, and of this Congress will not only determine 
the health of my city of Milwaukee, but the health, the welfare, and the vitality 

_of those.tens of millions of Americans who today already live in cities, and, those 
additional ‘tens of millions of Americans, who the population experts tell us, 
will live in the cities of tomorrow. 

It is up to you to determine the types of cities they will live in, and ‘under 
what conditions they will live. 
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Crry or LAW RENCE, Mass. ba 
\ en 13, ve 
Mr. Harry R. BETTERs;, 
‘Executive Director, United States C tirade of Miiyors, 
"= “Washington, D.°C. 


Dear Mr. Berrers: As mayor of the city of Lawrenée; I am deeply concerned 
with our vitally needed slum-clearance program. Recently, Lawrence.received 
Federal approval of its workable’ program for the elimination of slums’ and 
blight. The city now has an urban rénewal project in the fimal planning stage 
and ‘has underway an’ additional jow-rent elderly-housing project. These are 
but ‘some. of the essential local steps taken so far under a program that perhaps 
will be the vehicle to rebuild and strengthen dur older urban cities. 

.The problem confronting ‘community development groups differs ‘from one 

area to the other, but in general, most urban communities face development prob- 
lems ‘which require thoughtful attention. Included in these problems are many 
fuctors relating to the spreading blight in our older central cities. Consequentby, 
increased financial strain has been placed on cities not only as ‘a result of higher 
levels of municipal services, but also-because thére ‘thas been a lack of optimum 
utilization of our local land resources. , In the case‘of Lawrénce, heavy, ‘indus- 


trial facilities located near our downtown area hate become outdated for modern : 


industrial use. 
Unless .one is prepared to face up to the abandonmept of downtown industrial 
. area; there certainly must be moré, thoughtful provision made for reuse of urban 
areas for new industrial purposes. 


‘ Since ‘testimony is being received to help idisee the framework of the slum 


clearance and urban renewal programs, I would like to submit the following 
for committee consideration : 

I believe that there can be initiated in the Csagnem a ‘definite direction to 
assist urban communities who have:the primary responsibility for planning and 
financing their own economic development.’ The Commonwéalth of Massachu- 


‘setts has enactéd into law a new chapter’613 of the General Laws of the Com- 
monwealth. This act further defines renewal and redevelopment projects deal- 


ing With the State Housing Act, chapter 121 of the general laws. The amend- 


ment redefines the scope of “blighted open areas” by including blighted commer- 


cial and industrial sections. This State a¢t is inoperative unless title I of the 
Federal Housing Act of 1954 is atnended to: include both commercial. eg indus- 
trial blighted areas, in line with the Commonwealth’s action. 


2 


If legislation ‘in this regard can be proposed and, enacted, a aguhie already -— 


set up could become immediately effective toward the rehabilitation of declining 
commercial and industrial areas. At the moment, both the State and Federal 
housing people have their hands tied. 

The question today is not only .to develop broad programs for the elimination 
and prevention of: area distress, it is.equally as important, in-my opinion, that 


legislation dealing with industrial renovation, the basic foundation of our urban 


economy be enacted to help our all-iniportant community:tax base: 

From the viewpoint of Lawrencé, I am able to point. to specific industrial areas 
that need complete redevelopment from the standpoint of demolition and land 
preparation for new eet uses. . This is a must if this city is to counteract 
its declining tax, base. 

Therefore, I would like to ‘put the city council of Lawrence and the citizens 
of Lawrence on record as strongly supporting a broadened urban renewal pro- 
gram which would include commercial and industrial areas. 

Very truly yours, 
Joun J. BucKLey, Mayor. 


STATEMENT SUBMITTED: KRY WALTER Hi. REYNOLDS, MAYor, PROVIDENCE, RHODE 
ISLAND TO THE UNITED STATES CONFERENCE OF MAYORS FOR THE TRANSMITTAL TO 
THE SENATE BANKING AND CURRENCY SuBCOM MITTEE'ON HovusiIne 


Federal participation in the urban renewal program of our cities is justified on 
the general principle that the Federal Government must give support 'to those 
necessary efforts for the common welfare which exceed the capacities of smaller 
political, units alone. 

I offer no- arguments that the urban renewal program must be pressed vigor- 
ously by our cities; that is obvious to anyone familiar with the patterns of urban 
blight and obsolescence. Nor do I offer arguments to show: that the cost of this 
work exceeds the capacities of evem the largest and ‘wealthiest of cities ; that too, 
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is obvious on the, principle that tlie larger and wealthier the city, thé more 
expensive the land acquisition and site preparation costs. 

What I wish to emphasize is a conclusion from the premise I have mentioned ; 
we must conclude that the Federal contribution to the urban renewal program 
not only must not be reduced, but must be gradually increased to at least four 
fifths of the net project cost. 

‘What is, the rule by which to determine what the Federal contribution, to the 
program should be? It is clearly this: To determine the Federal contr ibution, we 
‘must first determine the cost of urban renewal and the limits of mmnicipal 


capacity; the difference betwen cost and municipal capacity is the burden to be , 


carried by the Federal Government. 

Being wedded to the program and conv inced of its necessity; and being in- 
formed of the limited ‘capacities of our cities, any Congressman will see: that 
the Federal contributions are absolutely indisperisable, making up the difference 
between hope and having, between the dream and ‘the. realization. 

The precise question ‘at issue is: How much must the Federal Government 
allocate and coritribute percentagewise in order to bridge the gap between what 
the cities can do alone and what needs to be done? Some representatives of the 
administration have replied: Allocate $250 ‘million and provide, for a 50-50 
sharing of costs. These' gentlemen are unrealistic and ill-informed. 

Let me explain in terms:of the program of the city of Providence the de- 
structive effect of*a reduction of Federal contributions to urban. renewal. 

If the city’s contributions to our gross projected $45 million renewal program, 
to be completed by 1965, were raised from one-third to one-half the net cost, 
instead of contributing $10% million, we should have to contribute $15% million. 
We have already planned to spend all the money we.can possibly raise’for urbar 
renewal. Where do we get that additional $5 million? Our ability to amortize our 
bonded indebtedness‘will not permit a 50-percent increase in our renewal invest- 
ments. 

If the work costs us half as much again as we originally planned, it. will take 
us half as' long again-to raise the money and complete the work. But urban 
blight will not wait for us: it spreads; and the longer it spreads, the wider. and 
more devastating it becomes. Our biggest: problem is that’ even now we cannot 
go fast. enough because the limit of: our. financial resources has already -been 
reached. If the Federal Government demands -50 percent more from us, we 
shall lose ground so fast that we will never have a workable priority schedule 
to fight urban decay. 

Gentlemen, this’ problem is urgent; to go half as fast would be equivalent to 
going nowhere at all. If you had only 33 cents in your pocket and were about 
to take a nonstop trip on a Government-owned train, you couldn’t. go half of 
the way if the price went up to 50 cents. You couldn’t get anywhere at all. 
Let me assure you that urban renewal is a nonstop trip. 

Halfway measures are futile, wasteful, and unconscionable. Our city is tuned 
to a high pitch of activity in rehewal efforts; we have revamped the organization 
of our building department and passed a broad: new building ordinanee; we have 
created a new administrative department to enforce our new minimum standards 
housing ordinance; we have. reorganized the city planning elements and sched- 
ules; we have programed a new and’ large. bond issue to support renewal and 
we have created a special.assistant to the mayor delegated with the responsi- 
bility of securing the cooperation and mutual interest of city departments in 
the renewal effort. To reduce Federal contributions to the program now would 
be as ineffectual as letting go of the hands of a child after he has taken his first 
three steps.. You can demand that he stand, but the weight of his weakness 
will carry him down. 

We have spent,a lot of money and effort, trusting Congress to see this program 
to realistic proportions. Nearsighted legislation at this time would play Judas 
to the most valuable and necessary efforts toward urban revivification. 

Most cities, and certainly»my own city, are spending as much as is financially 
defensible on the renewal program.. It is clear that the more renewal costs these 
cities, the slower the work will go; the less it costs the city, the faster it will go. 
We are tooled to maximum éfficiency in the planning and execution of renewal 
projects: the pace cf this work depends upon the Federal Government; how 
fast we can do this job is entirely in your hands. 

We of the city of Providence are engaged in an impressively large and dy- 
namic program: Seven distinct renewal projects are active. Three-of these 
are already “on the ground” and two of those are virtually complete; the third, 
our West River industrial project, already under loan and grant, is now in the 
disposition stage. Within a few months our Point Street project will begin its 
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_ development. The seit three ‘active projects are in advanced _ planning . 
stages and await the availability of further Federal funds. 

‘The ,contract with the Federal Government for the execution stage projects 
exceeds $1044 million in gross costs, or more‘than one-third of the gross "receipts 
of the city for a single year. The present schedule of projects to be completed 
before 1965, and not.yet on the ground, exceeds $35 million in gross costs. f 

No doubt this indicates our ambition and initiative. But we see a dark side, 
to this schedule when we compare what we plan to do with what-we need to 
be doing.. Our total, $45 million program, begun ‘in 1947 and projected over 
the néxt 8 years would, if completed toniorrow, remove only 18 percent of the 
total blighted area of -the city. -But the’ day ,after tomorrow, the’ slum, area 
would have increased and what would ‘be 18-percent victory tomorrow would’ 
be substantially, less a day iater.' In other words, the program which giyes 
18-percent victory ‘today will give far less 8 years from now when it ‘will be 
actually complete.; Hence, to-be successful, the pace of the work must accelerate 
and every’ day we lose ‘makes the distance left to run disproportionately longer. 

In all, there are .72,000 dwelling units in our city; 3 out of 4, or 54,000, are 
over ‘35 years old; 36,000 units, or 50-percent, are now, or soon will, be below: 
current standards of desirable housing. Two years ago we estiniated. that 7,000' 
units were ‘in sluin condition and- that they and ‘surroulding*property must be 
cleared for redevelopment. _By the end of 1958 we: shall have removed 1,100. 
of those critical units and highway programs will have removed several hundred 
more; and yet to our dismay we’ discover that our gains are negated by “the 
deterioration of units which could have been saved by’a large enough program 
of rehabilitation and conservation. 

If we took 10 years to remove one-seventh of the blight, and’if it took less 
than 50 years to create all of it,: then, unless.this program is immediately 
stepped up,.our gains will become inconsequential. 

This is why I ‘insist*that the Federal contribution to the prograni must be. 
increased. If the Federal contributions to urban renewal were adjusted to an 

80-20-percent ratio based on net project cost, our finance al resources would per- 
mit us to extend our program at least one-half again in size. This. marginal 
gain over the present program may well make the difference betweén our for- 
ever trailing the spread of blight, despite our vigoroys and citywide enforcement 
of our minimum standards housing ordinance, and some day. being able to get 
in front of it and block it off throughout the entire city. 

To: be thore specific about the matter of proposed. itnprovements in Federal 
legislation, I wish to make the following assertions and proposals: , * 

1. To reduce the percentage of Federal contribution to’ project. costs or 
to reduce the total of capital grant authority made available to the Nation’s 
cities and towns would be unbelievably shortsighted. Under no conditions 
whatever shduld Congress. contemplate such action ; >it wotild be ousivareat 
to a congressional sentence to urban, ruin. 

2. To increase the :percentage of Federal participation -will kot Ane 
achieve the necessary acceleration of this program., _Money must be made 
available throughout the Nation for enough loans and grants to go around. 
We have several times in the past had the experience of: having the HHFA 
sidetrack an application for survey and planning or for a loan-and-grant 
contract, because there was.no ‘further Federal mohey available in that 
fiscal year; this is frustrating to our best endeavor. “Instead of a year-by- 
year authorization of funds, the Congress should authorize a continuing 
10-yéar program of at least $350 million annually,‘with an optimum expendi- 
ture of $5 billion by the end of the 10 years. At all events, the program 
must be continual, authorized for at least 10. years without interruption or 
fear of cutback. 

Mayor. Hynes of Boston has recommended that Congress set itself a goal, 
as in the highway program, and supply all the means necessary to achieve 
it before the date sélected. , This is an ambitious*proposal; certainly that 
kind of thinking is needed in this program. 

3: I-wish to join Mayor Wagner of New York and Mayor Paulson of Los 
Angeles in urging that the administration release the entire 450 million 
dollars authorized by Congress and actually intended for loan and grant. 
This will achieve immediate and dramatic¢ progress and will offer a simul- 
taneous spur to the economy. Moreover, it will immediately relieve the 190.3 
million dollar deficit in available capital ‘grant authority which was ob- 
tained on March 31, 1958. When requests for financing exceed authoriza- 
tion by almost 200 million dollars, it can no longer be doubted that’ the 
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funds allocated by Congress and released by the administration are entirely 
insufficient to the problém at hand. 

4. The scope of title I must be expanded to allow for the clearance or 
rehabilitation of commercial and industrial slums for commercial and indus- 
trial re-use. The business and .working conditions of a ity do directly 
affect the housing conditions ; and it is naive to restrict Federal aid to proj- 
ects which are primarily residential. 

5. The limitations on the eligible local non-cash grants in aid should be 
eased' to allow ds a credit to a tity’s share certain public facilities com- 
pleted prior to project approval but undertaken after the area has been 
designated an urban renewal area by the municipal government. Secondly, 
within projects, not chiefly serving the project area, but serving the city 
the. city should be allowed to-claim as a credit those public improvements 
located within projects, not chiefly serving the project area, but serving the 

city as a whole. Thirdly, if the city constructs a public facility outside the 
project area, but which is, designed primarily to Serve 'the area, there should 
be some credit allowance since :the project area ‘is materially affected 

6. Residential relocation*payments should be paid on a: lump sum basis of 

_ $100.00 to all families in a project area on the date of condemnition, who 
present evidence of having later moved, We further,administrative proce- 
dures should be required; this Would save a tremendous. amount of staff 
time and administrative expense. Residential and commercial relocation 


payments should be made available,to all families and. businessse relocated, 


from .any; urban renewal -or . public works activity in’ which the Federal 
Government ‘is a financial participant. 

7. In the cause of fairness to. the family-type businessman who has built 
up a small store with considerable neighborhood good-will, some provision 
in excess: of the mere cost of relocation must be made to give him a chance 
to reéstablish himself in busiriess in a new location. The tenant small-pusi- 
nessman, ‘relocated from urban: renewal public housing and. public works 
project areas, is often dtiven out of. business. As a-mayor, I feel I have a 
responsibility to secure from the Federal Government. assurance that the 
livelihood of such small enterprises will be protected. I suggest that at !east 
221 mortgage insurance. be supplied, or that the small-business administra- 
tion be empowered and directed to assist these businessmen by sending a field 
representative to- help them ‘in relocating and refinancing their businesses. 

8. The 221 mortgage insurance provisions should be extended to permit 
mortgage insurance for 2-, 3-, and 4-unit dwellings, whether new or used, 
which are purchased by persons relocated from any federally aided govern- 
mental project. Secondly, the 221. mortgage insurance provisions should 
be extended. to allow displaced families to select relocation housing any- 
where in the metropolitan area and its environs. Thirdly, the 221 mortgage 
insurance limits for both low-cost and high-cost areas should be raised by 
two to three thousand dollars. These or equivalent measurés will facilitate 
and dignify the relocation efforts of the city. 

9. In order to. bolster the housing market in slack periods and to expedite 
and facilitate relocation of former homeowners and former tenants in 
periods of tight money, the FHA should be permitted to miake direct low- 
interest, long-term mortgage loans. for displaced persons who are unable 
to secure mortgage money from local -banks,. although they are reasonable 
credit risks. 

10. We must have some ‘further tools’to implement rehabilitation. FHA 
could be of substantial help if it were empowered, out of a $100 million 
revolving fund, to make direct loans for rehabilitation to families in urban 
renewal, rehabilitation’ arid conservation projects, who cannot obtain fi- 
nancing-from hormal sources and whose rehabilitation plans have been 
approved by the LPA ‘as reasonable and in accord with the standards. for 
the project. 


Many of these recommendations have already been made by the United States 
Conference of Mayors and by individual mavors who have discussed this subject. 
They are supported and enforced by our experience in Providence, one of the 
most active cities in the country. in its attempts to put the urban renewal pro- 
gram on the ground. 

Speaking for my city, and again, I am sure for many others, I say: We are 
doing our best; we have tapped every resource; we are doing our share, All 
we need for success is congressional support and financial assistance. What 
we cannot do alone; we: cannot fail in doing together. 
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We need renewed support Soom Congress and renewed assurance that our :, 
Government not only approves our efforts, but will also express confidence in , 
our Willingness to help ourselves.. Congress can show that confidence with 
realism only by enthusiastically and liberally endowing the Urban Renewal Ad- 
ministration with funds and power to expedite.the' national program: : 


. 


TOLEDO, Oxn10, May 15, 1958. 
Harry 8. BETTERS, 


Executive Director, United States Conference of Mayors, 
Washington; D. Gs: 


The city of Toledo is vitally concerned with the continuation of the Federal 
slum clearatice and urban renewal program. We plan extensive local programs 
which will be impossible to’ accomplish without Federal aid. Please urge this 


committee’ to continue the urban renewal program at least atits present level. 
JOHN W.« YAGER, Mayor. 


1 


| 


STATEMENT OF Hon.-Louis C. MIRrAnt, Mayor, Seldieminen MicH., FOR PRESENTATION 
+O SUBCOMMITTEE ON HousiNnG, BANKING AND CURRENCY ComMITTES, Unrrep 
STATES SENATE 


As mayor ‘of Detroit, Mich., a city which has s participated fully in Federal 
public housing and urban renewal programs, I am greatly. concerned about 
legislation in these fields. 

In accordance with the requirements of’ the workable program, and with 
what we consider to be an effective approach to community improvement,’ we 
in Detroit are interested in a comprehensive, long-range program geared to 
provide the best in services and facilities for the people of our city. 

Thus, I am very much aware of the necessity for the Federal financial assist- 
ance which is provided and which has made’ possible the public housing and 
urban renewal projects we have in Detroit. 

Because of this awareness and of- my eoncern for the future of'such prégrams 
in Detroit and throughout the coutitry, I am-eager:for this opportunity to 
present my views for the consideration of the Subcommittee on Housing, Senate - 
Banking and Currency Committee. 

With respect to.public housing, I should like to urge that the Subcommittee on 
Housing take every step possible to make this program the effective one it 
was at its inception. At that time we were in the midst of a depression and 
the program wis géared to that. condition. In later years it was modified and 
public housing became a part of our defense operation, providing as it did 
urgently needed housing for workers during World War II. During that 
emergency we had no difficulty in adjusting our .public housing rules and 
regulations to meet the current situation. 

There have been recent changes in the economic situation of our country 
which have affécted the public housing program. I believe at this tie a review 
of public housing legislation and administrative procedures is in order and that 
adjustments are needed to make the’ program effective during a period of high 
construction and operating costs..'.I, therefore, reconimend the following : 

1. That in establishing the cost of public housing, the construction costs 
be separated from land costs and that the acquisition and clearance of slum 
sites. be considered as a separate item of community’ improvement through 
the elimination of blight. rather than.a part ofthe cost of providing new 
housing: 

2. That the Fedéral Government consider the possibility of making annual 
contribution payments to the full extent of its obligation with the éxcess of 
regular debt service requirements used for the purpose of adyance amortiza- 
tion of the longest outstanding local authority bonds. It is felt that ‘through . 
this method of financing, economics could be realized by reducing the total 
subsidy requirements over the life of the bonds and by reducing the Federal 
Government’s administrative costs. 

With respect to urban renewal, I should like to urge, as I did during hearings 
before the Subcommittee on Housing of the House of Representatives Banking 
and Currency Committee, that Federal funds be made available on a long-range 
basis so that communities can proceed with the long-range planning necessary 
to an effective urban-renewal program. Rather than considering the curtailment, 
of Federal aid, I firmly believe that the Congress should give serious thought to 
the possibility of increasing it. With gigantic federally aided highway programs 
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getting underway, it seems only reasonable to assume that urban renewal, too, 
should be expanded, and that the amount of Federal participation be increased, 
perhaps to the 90 percent figure allowed for highway appropriations. 

We all know that placing an added burden on our States would inevitably 
hamper and curtail our urban-renewal programs, and I strongly oppose con- 
sideration of this step. . 

Another recommendation I should like to make is that the problem of relocating 
families displaced as a-result of governmental action be thoroughly reviewed 
and that it be considered as a total problem with an overall relocation policy 
established at the Federal level. 

The impact of displacement resulting from governmental action will, in* the 
years ahead, be enormous, particularly as highway construction in urban areas 
proceeds. Thus, we need a policy and a program which will serve as a guarantee 
that the neighborhoods we are redeveloping’ and upgrading will not again de- 
teriorate in a few years because displaced families are forced to double up, live 
in basements,-etc. , ' 

Since relocation provisions for federally, aided programs vary greatly, I would 
like to recommend that, after careful study, new legislative proposals be. made 
which would establish a uniform Federal relocation policy. 

Finally, in order to achieve the coordination and cooperation of all those 
Federal agencies concerned in any»way with housing ‘and community improve- 
ments, I would recommend, as has been recommended by many other individuals 
and groups, the formation of a Department of Urban Affairs with cabinet status. 
This measure has been sought by persons with a wide range of experience in 
municipal operations. .In my opinion, it is only logical that our cities be given 
attention and assistance comménsurate with that extended to rural areas through 
the Department of Agriculture. | Q 

The foregoing comments and ‘recommendations are based on my experience in 
working with various departments in the administrative setup of the city of 
Detroit. These departments have available a body of information which is con- 
stantly used in the plannihg, evaluation,.and execution of our.community improve- 
ment. program. ‘ Thus, we are prepared to furnish you with more specific data 
on ‘request. ‘ ° sar : 





STATEMENT BY RICHARD J. DALEY, MAyor, City OF CHicAGo ON FEDERAL AID FOR 
HovusING AND URBAN RENEWAL 


Hearings of the subcommittee on Housing; Banking, and Currency Committee, 
United States Senate, May 16, 1958. 

During the last year I have had: the opportunity to express our continuing con- 
cern with and support for a continuing and expanding program for ‘housing and 
urban renewal. before your: committee ‘and the corresponding subcommittee of 
the House of Representatives. .The city of Chicago has.been a pioneer in this 
program and has continued and expanded its program. As I have said before, 
we believe that it is-to meet the genuine and urgent needs of our people. 

We are in a position to report. progress : 

In the period 1950-56’ thé number of dilapidated housing units in the city of 
Chicago decreased by 26.9 percent, the number of substandard housing units by 
31.1 percent. ‘These data are based on the information obtained by the United 
States Census Bureau in the National Housing Inventory of December 1956 and 
its.supplémentation for the city of Chicago which.our city agencies had arranged 
for'with the Bureau. 

Moreover it seems important to state that. the impact of our land clearance 
program‘stepped up building inspection services, the new housing and building 
code, the revised comprehensive. zoning ordinance, and interest. beihg generated 
in comniunity conservation as a, result of the Hyde Park-Kenwood community 
conservation program are important factors in maintaining continuing action 
toward the eventual elimination of slums and substandard housing. 

These factors, together with our prograti of community facilities such «as 
schools, parks and playgrounds, and the development of un expressway system 
have resulted, as. shown in the data cited above, in definite improvements in our 
city. Continuing Federal aid under the housing.acts passed by Congress since 
1949 has beén a major factor in making this progress possible. 

The city of Chicago has‘been in the forefront at all times with respect to financ- 
ing the city’s share of its housing and urban renewal program. In 1947 the voters 
of the city of Chicago passed a referendum bond issue in the amount of $15 million 
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for slum clearance and redevelopment together with an additional $15 million 
for relocation et for displaced faniilies. These funds, together with grants 
from our State, laid the foundation for initiating a program of urban renewal in 
Chicago. In 1957 the voters of Chicago again approved the continuation of this 
program by again yoting bond issues in the extent of $20 million: for land 
clearance and community conservation. 

Specifically I should like to make these recommendations : 

1.:The Federal aid program should be put on a 10-year basis. The 
_problems of development and execution of projects ‘are such that it is 
necessary, to provide a long-term basis so that the necessary continuity can 
be maintained. 

2. Recent studies have shown the need for Federal aid for urban renewal of 
$350 million annually if projects are not to be delayed. It has been reperted 
that at the beginning of the coming fiscal year applications for more than 
$350 million. will be.in the hands of the Urban Renewal Administration. The 
limitations on funds available for’ any given yéar. should'be kept flexible 
within, the total amount» authorized to prevent unnecessary .and wysentrenne 
delays. 

3.. A continuing need exists for public housing which is the major resources’ 
for the relocation of families of low income displaced by urban renewal and 
public improvement: projects. 

4. The present cost Jimitations on relocation -housing to be built with 
mortgage insurance under section 221 ‘are Serene We récommend an * 
increase to $14,000. 

5. The present limitations on the use of Federal funds for nonresidential ' 
redevelopment projects should be removed to énable communities to develop ' 
well-balanced renewal programs. ~ 

6. Because of our experience during these years .and our firm belief that | 1" oF 
it is possible to eliminate the slums from our city,and to create an environ- al 
ment in which strong,, healthy, and thriving communities can flourish, I urge‘ ‘ 
that Federal aid for these programs be continued and expanded. 


Senator SpaARKMAN. The ee will stand in recess until 2 9:30. 
(Whereupon, at 12:30 p. m., the subcommittee was recessed, to be 
reconvened at. 2: 30 p. m., this date: ) 
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Senator SparkMAN: Let the committee come td order, please. 
Is Mr. George T. Mustin here ? 


STATEMENT OF GEORGE T: MUSTIN, CHAIRMAN, izemtarriy é 
COMMITTEE; ACCOMPANIED BY FRANK C. BATEMAN, EXECUTIVE ©. . a 
DIRECTOR, AMERICAN NURSING HOMES ASSOCIATION ° 


Mr. Mustin. Yes, sir. 
Senator SparkMAN. Mr. Mustin, will you come around, please, sir? ’ 
We are glad to have you. We have your statement and you just 
proceed as you see fit. . 
Mr. Mustinx. Thank you, sir. 
I have a statement I would like to read, Senator. _* a 
Senator ear That is all right, Just go ahead. ° * a 
Mr. Mustrn: I am George T. Mustin, the owner aud admihistrator’ “s 
of a privately owned nursing home, and past president of, the Amer- 4% 
ican Nursing Home Association, and chairman of the legislative study 
committee. With me is Mr. Frank C. Bateman, our executive direc- 
tor. We are here to represent this, organization. The American 
Nursing Home Association is-an organization of 48 State associations 
affiliated in this 1 national organization, representing approximately 
5,000 nursing homes, almost entirely proprietary. To the best of our 
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knowledge, we are the only national nursing home association in — 


existence at the present time. 

We are here to explain why we believe the Federal Housing Admin- 
istration Act should be modified to provide loans for the construction 
of new, modern, and efficient nursing and convalescent homes and 
homes for the‘aged, and for the expansion and renovation of existing 
acceptable and licensed nursing homes. , In making this request, we 
would like to emphasize that we are most anxious that the entire pro- 
gram be on a*sound, businesslike basis. In‘view of this attitude on 
our part, we recommend only 75 to 25 percent participation. We do 
not want the loans'so liberal as to invite inexperienced and irrespon- 


sible persons to enter the profession. For this reason, we recommend | 


the. 75 to 25 ratio, a lower ratio ‘than applies to any existing FHA 
program. . =a “habe 

To further substantiate’ our attitude, we express here a willingness 
to pay the prevailing local interest rates charged by thé routine lend- 
ing: institutions. Havens. in your deliberations with the Federal 
Housing Administration, if it should be found advisable that a definite 
interest-rate be established as a matter of .policy and precedent, we 
would, of course, accept this, as we would without question the FHA 
construction standards. 

In presenting this material today we propose, in order to save time, 
to read a short statement'into the.record and to submit supporting and 
historical data to the committee for staff use. Parts of this they may 
wish to put into the record. is ' 

The experience in attempting to. obtain loans through the usual 
lending channels for the construction of: new, modern, and efficient 
nursing homes has been, and continues to be, a most discouraging one 
to. our administrators who are endeavoring to meet the ever-increasing 
need for better and much more efficient care of our aged and chron- 
ically ill. This condition continues to prevail even though bankrupt- 
cies and business failures in the nursing home profession are almost 
nonexistent. Local lending institutions, such as banks, building and 
loan compariies, insurance companies, et cetera, have and continue to 
demonstrate an almost complete reluctance to give us the type of credit 
we need. We wish to submit communications from 39 of our 48 State 
association presidents substantiating this statement. 

Senator Sparkman. The letters will appear at the conclusion of 

your testimony. 
. Mr. Mustrn. In support of our request for this legislation, we wish 
to point out to the committee that 91 percent of nursing homes today 
are privately owned, only 3. percent publicly owned, with 6 percent 
under the auspices of the nonprofit groups; and that further, 71 per- 
cent of the available beds for care of the aged and chronically ill are 
found in proprietary faciljties as compared with 15 percent in the 
publicly.owned facilities and 14 percent in the nonprofit facilities. 

We wish to submit a report of a survey made the last of August 
1957, listing for each State the number of beds in the proprietary, 
nonprofit, and tax-supported nursing and convalescent homes. These 
figures were furnished us by the States’ licensing authorities. 

(The table referred to follows :) 
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Survey made by the American Nursing Home Association of available nursing ; 





and convalescent homes as of Aug. 28,1957 — ' 8) | 
Proprietary Nonprofit City, county,’ | Total Total , : 
homes homes or State insti- | number | number 
State ut aif’ ' tutions of beds :| of homes 
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reported | reported : 
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1 Not reported in 1947. Data from .1954 report was used. 
2 None on island. 
In using this chart, please note: 
1, Not all licensing laws are the same from State to State. ; 
2. In some States complete data was not available as asked for by the survey, ‘ 
3. In some States nonprofit and county, city, and State institutions are the same. 
4. Many States are in the process of revising State licensing laws. 
5. Some States distinguish between homes for the aged and nursing homes. When possible, they have 
been treated as 1 in this survey. , 
6. State. mental hospitals and schools for the feebleminded are not included. ; ; 
7. Pennsylvania has commercial boarding homes which were counted under proprietary homes. , 
8. Virginia licenses nursing homes for 2 or more patients. Homes for the’aged must have 4 or more patients. 
This varies from State to. State. : . 
. 9. Minnesota includes homes for chronic and convalescent patients as nursing homes or boarding-care # 
omes. . . 
10. Missouri did not type nursing homes. They are in the process of putting into force a new nursing 
home-licensure law. ' 
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Mr. Mustrin. In spite of the overwhelming predominance of care 
. in the proprietary nursing homes, Federal support and financing of 
nursing homes has been directed to the nonprofit and tax-supported 
institutions. The only exception is the Small Business Administra- 
- tion, which 18 month ago broadened its program to include loans to 
proprietary nursing and convalescent homes. The major Federal 
financial support has been through the Hill-Burton Hospital Construc- 
tion Act in the’ form of grants to the nonprofit and tax-supported 
facilities. | - 

In addition to the Hill- Burton program, in the last year certain as- 
sistance through FHA‘ has been given to the development of housing 
for the aged which may include a small infirmary area. These FHA 
efforts too have been directed, in most instances, to the nonprofit’ and 
tax-supported groups. 

These contributions to the aid, of the aged and chronically ill are 
commendable, but still do not meet the need. The Hill-Burton bene- 
fits are restricted to nonprofit and tax-supported institutions which 
care for only 29 percent of the people in nursing homes. ‘The FHA 
program does not contain adequate provisions for nursing { are On a 
continuing basis and was not designed to support nursing homes per se. 
The Small Business Administration loan policy, in keeping with its 
general policy, is for too short'a loan period and for too low a Federal 
participation. This prevents the.great majority of the:proprietary 
nursing homeowners from obtaining such loans and makes it difficult 
for them’ to compete with the nonprofit homes supported by. finance 
programs existing within the Government. 

All groups studying the problems, of the aging, in and out of the 
Government, recognize the serious need for increasing the nursing 
home facilities to care for the aged and chronically ill ata price these 
elderly people can afford to pay. The nursing home operates at a cost 
much less per patient-day than does the general hospital and can ease 
the demand for hospital beds by taking convalescent and chronically ill 
patients, and. housing them close to their residences in a home-like 
atmosphere. 

The philosophy adopted-by the American Nursing Homé Associa- 
tion in February of tliis years is as follows 

The nursing and convalescent homés fiinction on the premise that, the service 
they render should demonstrate their belief in the dignity and worth of every in- 
dividual.,, Further itis believed that the purpose of the nursing and convalescent 
homes is ‘to meet. the total nursing care of geriatric, chronic, and convalescent 
patients through the provisions of well-equipped facility that is properly and 
adequately staffed with qualified personnel. The home should have a homelike, 
cheerful, friendly, and hopeful atmosphere,.so that it will contribute.to the pro-. 
motion and, preservation of the personal integrity of each individual: and ‘it 
should make available and. utilize those services necessary for the emotional, 
physical, social, and spiritual enrichment of the patient. Opportunity should be 
provided for the growth and development of the staff and others who contribute 
to the well-being of the patient and the operation of the home. The home should 
endeavor to fulfill its rightful role as a contributing member of the health and 
welfare organization of the community. 

It is evident that, with the increasing percentage of .American 
citizens® above. the age of 65, and with the increasing cost of hos- 
eee the licensed nursing’ home is not only desirable, but is 

so charged with essentiality as to constitute a public responsibility. 
This.semipublic responsibility has long: been recognized in the case 
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of hospitals. It is now evident tliat nursing homes must increase 
in number, in efficiency, safety, and desirability. Higher standards 
of modern health care and higher costs.of-hospitalization have de- 
veloped the nursing home as a necessary health facility. 

It is apparent that. licensed nursing homes have for years, been 
moore by the patients and by ‘theit “families. They are now ap- 

‘oved by physicians and health authorities in and ‘out of 
Erestrateiti. 

However, private lending institutions, including banks, savings as- 
sociations, insurance Companies, and similar agencies, because of le- 

gil restrictions and lack of appreciation of the need, have not, as 
i said before, yet recognizéd the essentiality, economic ’ stability, and, 
ability to meet. obligations’ which now characterize the management 
of: our, better licensed nursing homes.’ For these reasons, existing 
financing methods for the private nursing home have been: and are 
completely inadequate to take care of the demand for better housing 

‘for our nursing homes. 
The hospitals and medical groups at the present time are experi- 
menting with a changing complex of caré in hospitals to include a, 
convalescent or self-care section, somewhat similar to a nursing home, 
I wish ‘to call. your attention to ‘the attached report on the Manches- 
ter, Conn., experiment being earried ‘on under the auspices of the 
Hospital Facilities Section of the U jnited States Public Health Serv- 
ice-as reported in the April 26, 1958, issue of the American Medical 
' Association Journal, along with a br ief editorial appearing in the 
same issue on- the same subject. 

A.-report on a similar study is fowid in the January 1958 issue 
of: the Kentucky State Medical Journal, which I'am also attaching, 


alongwith the. complete report of the study by the Legislative Re-’ 


search Comniission of the Commonwealth .of Kentucky,: Research 
‘Publication No. 48, November 1957, entitled “Honies for the Aged.” - 
I am submitting ‘also Monograph No. 46, entitled “Nursing Homes, 
Their Patients, and Their Care,” published in 1957 by the United 
States Public Health Service. 
I would like to call your attention, Senator, particularly to the 
table 6n page 8 of this magazine. 
This is.a survey sponsored by the Commission on Chronic Illness, 
a national voluntary: organization, founded by the American Hospi- 
tal: Association, the American. Medical Association,) the American 
Public Health Association, and the American Welfare Association, 
and assisted by the United States Public Health Service in this 
study. This-study demonstrates clearly the ever-increasing popu- 
lation of the aged, and emphasizes the serious need for increasing 


« 


the number of modern, new, and efficient nursing and conv aleacent- 


‘care facilities. 

Mr. Chairman, this study shows that one-quarter of the petite 
in nursing homes are~85 years or over, two-thirds of them are 75 
years or over. .They may have no family—they may have a family 
that cannot take care of them. They do not need to be in expen- 
sive hospital beds with a high overhead, but they do need to be in 
a home. where there is some medical supervision and a nurse on duty. 
This can be provided most economically by a nursing home. 
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These persons may be completely self-sufficient’ one day and bed- 
fast patients the next, becoming chronically ill and requiring «con: 
tinuing hursing care’ within their'‘means. ‘These homes are generally 
not large and there is danger. of losing their homelike atmosphere 
if they become large institutions.” 

In meeting this need for increased facilities for the care of an 
aged aa orp Pa inust be very. sure that these homes meet the 
basic health and fine régulations of the various States. Each State — 
has ‘its own such regulations. We have been working with various 
groups, including representatives of ITEW, in developing standards 
which can be suggested to States in meeting this basic need. - Unfor- 
. tunate .disasters to nursing homes, such as fire, can be attributed 
largely to‘ inadequate State regulations and supervision. Our asso- 
ciation, in attempting to prevent such disasters, in 1957 adopted a 

olicy statement which we think would tighten these controls,. and 

wish to submit.it as a.part of the record. 

Senator ‘SparKMAN. That may go into the-record but these longer 
publications ‘will bé placed in the files for the information of the 
committee. 

(The policy statement referred to follows :) 


Poticy STATEMENT 


The following statement of policy and incorporated recommendations have 
received the endorsement of the officers, governing, council members, and State 
association presidents of the American Nursing Home: Association and are sub- 
mitted as being representative of the profession as a Whole. 

TrA.O.. WALLACE; 
American Nursing Home Association, New Castle, Ky. 


I. That ‘converted and existing facilities which are below accepted standards 
and cannot’ be made adequate, be replaced as rapidly as possible by present 
owners with modern acceptable facilities ; 

II. That in planning for expansion and new facilities, the SBA recommenda- 
tions, as accepted, in consultation with the ANHA officers, be followed as the 
minimum whether SBA loans are used or not; 

III. That .the building of more modern and acceptable nursing homes and 
rapid expansion of facilities now available be expedited ; 

IV. That every patient, be under medical supervision and someone available 
who is qualified to carry, out physicians’ orders for all patients admitted; 

VY. That both existing homes and new facilities plan for greater emphasis 
on programs: for recreation, rehabilitation, and physical therapy and that facili- 
ties and personnel be provided for such, wherever practicable ; 

VI. That ‘in licensing, the State, agencies ‘require satisfactory character 
references ; 

VII. That licensing agencies require administrators or prospective adminis- 
trators to give,evidence of satisfactory training’ and experience, or to avail 
themselves of the training provided ‘and offered by short periodical institutes 
and short courses as a prerequsite to licensure ; 

VIII. That referrals by State and local welfare authorities be made only 
to licensed ‘or approved facilities. 

IX. Recommended fire safety standards: 

1. Fire extinguishers in approved number and type ; 
2 Two or more unobstructed exits from each floor ; 

8. Enclosed stair wells or automatic closing fire doors ; 

4. Patients limited to two stories except in fireproof or sprinklered 
facilities ; ; 

5. Unless sprinklered, fire detection and alarm systems for all facilities; 

6. Use of fireproof paint ; 

7. Flameproof treated draperies ; 

8. Enclosed central heating plants——no space heaters ; 

9. Monthly fire drills and planned evacuation procedure instructions ; 
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10. Supervised smoking or in designatedareas ; 

11: Approved wiring annually inspected by qualified electrician ; 

12. Plentiful supply of water and nieans for immediate use in emergency ; 

13. Yearly inspection of chimney and heating system ; 

_ 14. Plan of evacuation by fire department ; 

15. Fireproof storage of flammable materials ; - 

16. Lighted exit signs; . 

17. Emergeiicy lighting equipment; . 

18. Sufficient personnel adequately trained in fire protection at all hours ; 

19: Exit doors to open outward, ‘ 

X. That to facilitate such policies, we advocate: 

(a) More liberal terms on loans for expansion and.the building of nursing 
homes by SBA, FHA or other governmental agencies; 

(b) More liberal payment policies and supplementation «by welfare agen- 
cies and authorities for -the care: of indigents and old- “age assistance 
recipients ; 

(c) Patronage by the public of only licensed, approved, “ne qualified 
homes capable of properly caring for the type of patient admitted; 

(d) Greater representation on, and recognition by State and municipal 
licensing and regulating boards of the nursing home profession’s duly 
appointed spokesmen ; 

(e) Adequate and qualified licensing agency inspection personnel on local 
and State levels ; 

(f) Rigid enforcement of existing laws: and regulations affecting the 
profession. 

Ira O. WALLACE, 
President,‘ American Nursing Home Association. 

Mr. Moustin. The Hill-Burton grant program meets a need. The 
proposed Hill-Burton loan program: for renovation would meet’ a 
need. However, the predominant number of nursing homes are pro- 
erry and are not eligible for this type. of financial assistance. , We 

el that a loan program on a sound, practical, businesslike basis, will 
allow the homes to provide more beds for the same amotnt of tax 
money ‘than will Hill-Burton grants. The loan’ funds we are re- 
questing should be returned with interest and could be used over and 
over by other facilities in areas where the need. arises. 

We see no reason why this should result: in duplication of fa¢ilities 
and we are confident that in planning these facilities, the overall 
health facility planning for the area will be considered. This. will 
supplement the Hill-Burton program and meet.a definite need so far 
very inadequately met. . 

The wording of an amendment, we feel, is a matter to be'left en- 
tirely in the hands of this committee and its staff, who are much more 
familiar with this law than we are. 

I would like to read.an excerpt from a'pamphlet entitled “Health 
Aspects of Aging.” It was written by Dr. H. B. Mulholland, chair- 
man of the American Medical Association’s committee on aging, and 
is based on information developed by that committee: 

* * * Tt is common knowledge that many: general Hospitals are’ now caritg 
for patients who would be better off in the less expensive structure. A’ com- 
mittee under the chairmanship of Dr. Howard Rusk recently surveyed the 
city hospitals of New York City and found that 20 percent of'their patients 
should be in such an institution, where they could be cared for at rate of $6 
or $7. per day as compared with the average rate of $21 in New York, City 
hospitals. Not only is the cost less but ‘they are not surrounded with sick 
people, but live in an atmosphere in which they are: stimulated to beconie 
self-sufficient * * * 

In addition to submitting the foregoing pamphiet, Health Aspects 
of the Aging, I also submit the complete r sport, Hospital: Patient 
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Survey, the New York Foundation, New Y ork City, 1956, referred 
to in the above quotation. 

I would like now to summarize very briefly why, in our opinion, 
the Federal Government should facilitate the building and remodel- 
ingot nursing homes.’ 

irst, proprietary nursing homes at present are caring for the vast. 
majority of nursing. home cases, and there is no expectation whatever 
that nonprofit or public institutions can or ever expect to take over 
_ the full responsibility for the aged. | 

Second, because of the one-pur pose design of nursing homes and 
their equipment, the usual community lending: facilities either cannot 
or will not provide the needed financial credit. 

Third, the nursing home is a small, private, taxpaying business 
that is providing a vital service to the- community and is a part. of 
the economy on which America’s ‘growth‘and prosperity is based. 

Fourth, ‘the nursing homes aré not asking for. subsidies either in 

‘principal’ or interest; they. will pay the going rate of interest and 
will repay. money advanced to them so it can be used over and over 
again: ‘ 
Fifth, the nursing home that meets realistic standards, and that has 
the proper arrangements for‘nursing and physicians’ services, serves 
hundreds of thousands of elderly patients who otherwise~ w ould be 
forced to enter general hospitals and pay the relatively high prices 
' that hospitals are forced to charge. 

Tiiat concludes my statement, *Mr. Bateman and I will be happy 
to attempt to Answer any questions. 

Senator Sparkman. Thank you very much, Mr. Mustin. It has 

been a very good and helpful statement. 
, Let me ask you this: You mentioned’ there that such loans are 
available through the Small Business Administration: . If’ they are 
available from the Small Business Administration, then why would 
you want them includéd under housing? 

Mr. Musrrn., Senator, they are limited to 10 years. You must 
repay the loan in10 years, and that is beyond the means of.our people. 

Senator Sparkman. The small business, loans are short-term loans, 
and the loans are more difficult as a result. 

Mr. Mustin. Yes, sir: ‘ 
_ Mr: Bateman. The matching funds required, set the participation 
~ on the part of:SBA too ldw. 

Senator SpArKMAN. You'made some reference there to nonprofit 
corporations which may operate these homes. You say they. are eli- 
gible now. ' Is that under the Hill-Burton Act? 

Mr. Mustin. Yes, sir. 

‘Senator Sparkman. Do you have anything in mind with reference 
to housing? Is there any eligibility under housing for them? 

Mr. Mustry. For the nonprofit: people? 

Senator SparKman. Yes. 

Mr. Mustin. Yes. .They have the opportunity for religious and 
fraternal homes to,obtain séme money. for nonprofit institutions on a 
loan basis. 

Senator SparKMAN,. For the organization? 

Mr: Mustrin. Yes. 

Senator. SparKMAN. They are able to obtain it on « local basis, you 
say ! | 
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Mr. Mcstin. Yes, sir. I beliéve-that is true. Under section’207 of 
the FHA bill. ) 

Senator SpArKMAN. Under what ? 

Mr. Must1n. Under section 207 of the FHA act. 

Senator Sparkman. Mr. Mustin, I am not sure you said this in your 
statement. You said something about the American Medical Asso- 
‘ciation, or the medical fraternity as such. I am not sure whether 
you said they approved this kind of program or not. 

Mr. Mustin. You.mean a loan program ? 

Senator Sparkman. For the nursing home. 

Mr. Mustin., We believe they do, sir, but I believe they will give 
testimony themselves. 

‘Senator SparKMAN. You were in my office one day ani there were 
some representatives of the American Medical Association with you 
at that time. 

Mr. Mustin. Yes, sir. 

Senator SPARKMAN. As I reéall it, they did « approve | of it orally and 
they said, I believe, they would be glad’ to write a letter to that effect, 
did.they. ‘not? 

Mr. ‘Mustin. I believe they will give testimony before your com- 
mittee at a little later date. I think their board of trustees have ap- 
proved it and they are prepared to give testimony favoring loans, but 
they will speak for themselves. (See p. 676.) 

Senator Sparkman. I wonder if for.the benefit of thie record «you 
would explain: what a nursing home is. 

Mr. Mustrn. Yes, sir. 

Senator, a:nursing home is a home. which offers skilled care, that is, 
it offers care for persons who are chronically ill; as opposed to those 
who are acutely 1}); and persons whe cannot be cared for in thein homes 
by reason’ of the fact that the families are not trained to take care of 
this particular.person. So they go into a nursing home, whete they 
have notonly care by persons. who are trained to do so, but they also 
have a homelike atmosphere. 

When they go into a nursing home it.is for total care, usually, for 
the remainder of their lives. 

Senator SparKMAN. These are; individuals who are either chroni- 
cally ill or who are aged’ and unable to care adequatély for them- 
selves, or who, thr ough. some enfeeblement or some other reason, can- 
not care’for themselves? 

Mr. Mustin. That is right, sir. 

Senator Sparkman. And they. receive skilled care and nursing care 
which: is available in the home? } 

Mr, MustIn. Yes, sir. 

Senator SparkmMan. I beheve you bring out the point ‘in ee that 
your thought is they are better when they are operated as residential] 
units, rather than institutional constriction ? 

Mr. Mustrn.' Not. nec essarily. residéntial-type of construction, but 
we speak here of smaller units rather.than those housing hundreds 
of people: There is always'a ‘tendency to regiment people when they 
are housed in large numbers. 

Senator SPARKM. an., You probably ieee’ that this committee has 
for some time been concerned with:trying to work out a solution for 
elderly, persons, detached persons, persons who do not eonstitute the 
whe average American housthold. 

5834—58——28 
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Mr. Musrn Yes, sir. 
Senator Sparkman. As I say, you have pointed out one very im- 


portant segment that comes w ithin that category. Your point is that 


these are really homes for persons. , " 

Mr. Mustin. Theyare,sir. 5 | 

Senator SPARKMAN. As differentiated from hospitals or institutions 
as stich ? 

Mr. Mustin. These provide, ictal and care also, Senator. They 
proyide*medical’ care at a much more econorhical rate than could be 
done ina hospital. At the same time they provide a skilled and expert 


‘care'whith 1 is neither available 1 in‘ ‘the home nor is the family trained 


for it. \ 

| Senator SPARKMAN. "They are -¢ primar ily homes’ for these people w ho 
are not able to take care of themselves ? 

Mr. Mustrin. That-is right. ‘They come there to stay usually for the 
remainder of their lives. ts 

Senator Sparkman. It‘is not a matter’ of coming there for a few 
days, or a week, or a mohth? 

Mr. Mustin: No.» | 

Senator SparKMAN. But maybe dhe years. 

Mr. Mustin. That is right. . 

Senator SpArkmAN. .You speak at times of loans and at other times 
you speak of the FHA program. You re: alize that the FILA program 
is not one of loans, but of insurance. 

Mr. Mustrn. Yes, sir. 

Senator Srarkman. ‘Do you mean, or is it your thought, that it 
ought to be under the FHA # 

Mr. Musttn.’ Yes, sir. * We think so, aitheugh we are not—— 

Senator SPARKMAN, vAnd it would be*a matter of insuring 
mortgages? 

Mr. Must nN.’ Yes, sir: 

Senator Sparkman., And you think that 75:percent insurance would 
be the proper dividing point ? ? 

Mr. Mustin. ‘Yes; sir. We think 75 pereent for 20 years would be 
quite adequate at the going rate of interest. 

You see, Senator, these.loans are not available through usual chan- 
nels. I tried’ for 10. years to build a nursing homé by going through 
the regular channels of ‘building and ‘loan companies, ‘and insurance 
companies, and all of those types. of institutions. I tried everyone 
in and around Memphis. : I tried-everywhere I could; even my own 
bank with which I had done business for in: iny years. 

Senator Sparkman. Thank you very much, Mr. Mustin. I have 
been rather impressed with your presentation, sir. 

Mr, Mustin: Thank you, 

Senator Sparkman. Thank you, Mr. Bateman. 

Mr. Bateman. Thank you, sir. 

(‘The letters referred te by Mr, Mustin follow :) 


ALABAMA NURSING HoMESs ASSOCIATION, 


May 9, 1958. 
Mr. FRANK ©. BATEMAN, 


Precutiye Director, American Nursing Home Association, 
Washington, D.C. 
; DEAR Mr. BATEMAN: «As president of the Alabama Nursing Homes Associa- 
tion, I am happy to have. the. opportunity to add our plea to that of the American 
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ment in the form of available funds for building: and expansion purposes of 
privately owned nursing and convalescent homes. 

At the present time it is not practical in Alabama to attempt expansion of 
‘existing facilities or building of new ones by securing loans through established 
lending agencies. This ig true because such agencies will lend a maximum of 
60 percent of the total amount’ required and only on a 10-year repayment basis. 
As this is not an especially lucrative profession, it is in most cases impossible 
for nursing homes to nraintain an efficient institution while making large loan 
payments over a 10-y ear period. 

We are most anxious to continually expaind and iniprove otr nursing homes in 
Alabama, but until some meéans is found through which this can be done on ‘a 
sound financial basis the quality nor ,the quantity is likely to show any gains, 

The Alabama Nursing Homes Association is grateful for your ,efforts in our 
behalf and we stand ready to assist you in any way pdssible. 

Very sincerely yours, 
' CHARLES E. Dew, 
Pr ene Alabama Nursing Homes Association. 


LiTrLe Rock, ‘ArK., May 13, 1958. 
Frank C. BATEMAN, ‘ 
1346 Connecticut Avenue NW., Washington, D. C. 
DEAR FRANK: In Arkansas rez 1sonable financing for nursing home is’ virtually 
nonexistent ; only 10 percent of the need has been met. 
Bint BEAUMONT, 
President, Arkansas Nur sing Homes Association. 


* 


ARIZONA ASSOCIATION OF NuRSING' Homgs, ‘INC., 
Phoenia, Ariz., May 9, 1958. 


Mr. FRANK C. BATEMAN, 
Heecutive Director, 2 
American Nursing Home. Association,, Washington,, D. 0. 

DEAR Mk. ‘BATEMAN: The plight of the nursing home administrators here in 
Arizona as far as ways and means of, obtaining essential loans for construction, 
expansion, and/or renovation of new, and modern, as well as existing nursing 
homes, is critical: It is almost impossible to obtain loans from a ‘local, source 
and when we are fortunate enough in that respect to obtain very small loans 
the interest rate is very high and the short terms of the loan prove a hardship 
on us. 

This in turn affects the patients we are responsible for as our general overhead 
must have a bearing on our overall patient cost. 

We would very much appreciate relief in the form of.long-term loans with rea- 
sonable interest rates if you could be instrumental in arranging this. 

Sincerely, 
Ionr A. DOCKSTADER, 
Administrator, Arizona Association of Nursing Homes, Inc. 


THE HILLCREST, 
Tucson, Ariz., May 10, 1958. 
Mr. Frank C. BATEMAN, 
Ezecutive Director, 
American Nursing Home Association,. Washington, D. C. 

DEAR Mr. BATEMAN: As the immediate past president of the Arizona Associa- 
tion of Nursing Homes, thereby enjoying the friendship of most, all nursing 
administrators within our State, I feel their needs, desires, and future plans are 
somewhat known to me. 

To them, as well'‘as myself, trying to obtain loans for new construction, mod- 
ernization, and/or remodeling, is a task most discouraging. Success is almost 
nonexistent either through the local lending channels or otherwise. 

Financing the new and modern recent addition to Hillcest Sanatorium (estab- 
lished-1921) was not easy, in fact it took 5 months, even though years of experi- 
ence, good records, credit rating, etc., were readily available. 

With cardial good wishes, I am 

Yours very sincerely, 
Cuartts H,. Scumip, Business Manager. 
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rid AMERICAN Nursin§, Home ASSOCIATION, 
ns paki Fresno, Calif., May 9, 1958. 
Mr. FRANK (. BATEMAN, _,, bhog 
Washington, D.C, 
, " Ditan Mr. BatemMAN: In regard to loan conditions in the State of California 
for nursing homes, sanitariums, rest ‘homes; homes‘ for the aged, ete., I would 
like'to share with you miy*experience ‘on trying to secure adoan in recent months. 

Seven local’ banks turned us down without interview on the basis that we were 
a single-purpose business, find the rules' éf their bank prohibited loans’ of this 
type. They Would have considered it, however, if I had given additional mort- 
gages on other,real property whic h I own, which is not being used for nursing- * 
_ home operations..: 

We also went to several different savings dnd lpn associations in this area 
and ‘were ynable to secure even a 50 petcent loan on our total estimated cost— 
this in, view of the fact that ye ow ned the vacatit real estate. ‘ 

‘| personally feel that it js very urgent for us here in the State of California 
to recéive the type of program under FHA“as outlined by our able representatives 
Mr. George Mustin and Frank:C. Bateman. , 

I ‘have: talked at length , with my Congressman from’ this district, Mr. B.. F. 
Sisk, as long ago,as 1956 regarding our inability to receive loans in California. 
I am sure he*would be mogt ‘happy, to. furnish further information if needed. 

ey: ' ale ‘ 
; : ' ; ' | CLARENCE REDING, 
President, California State Nur sing Home Association, 
Fourth V ive, President, Aime rican Nursing Home Association. 


' ’ 
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eae cS CoLorapo NuRSING HoME ASSOCIATION, 
. " Denver, Colo., May 9, 1958. 
Mr. Frank €. iceman: os ° 
' Baecutive Director, Welhitzien: D.C. 

Dear Mr. BATEMAN :’ We in..the State’ of Colorado have given careful con- 
sideration ‘to the financing of nursing- -home-construction and have found that’ 
it is difficult if not impossible to receive any’ assistance of any sizeable amounts 
for the development and constructiou of nursing- -honie facilities. 

We most, urgently request that you “represent our State association before 
legislative. committees on’ this matfer ‘and,endeavor to Secure, through FHA 
- assistance, for the private, nursing- -hotne’ operators ito nieet this. tremendous 
social need.. ; 

Siticerely; 


‘ Saacvier JANZEN, President. 


, THE Cosnecticut Cuore 'CONVAL ESCENT HospPivAL ASSOCIATION, ING, 
New Haven, Conn., May 9, 1958. 


Mr, FRanK'C. Sse 
Executive. Director, 
American Nursing Tome Association, 

' e Washington, B.C. 

DEAR Mr. BATEMAN: Please be advised that the’nursing homes in Connetticut 
for many years have had trouble securing joans and moneys through normal 
channels. 

The attitude of the loasiiuk institution bhs ‘been that the nature of the business 
being’ classified a specialty, has restricted them 7 loaning money on the 
business.’ 

Most all the nursing homes in Connecticut had to secure their moneys from 
private’ sources ‘at high ‘rates of interest. ‘For "this, reason the expansion of 
better facilities. in, nursing homes has been, 'réstrit ted. 


Very trul¥ yours, 
THEODORE E. HAWKINS, President. 
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WEST PALM BEACH, aie May 13, 1958. 


Mr. FRANK BATEMAN, 
American Nursing Home Acvediotibins : 
Florida Nursing Home Association legislative committee would like: to go on 
record in support of a Government-insured loan of the FHA type for proprietary 


and nonprofit nursing homes. 
W. I. WerAnp, Legislative Chairman. 


FLORIDA NURSING HdOMB AssociaTIoNn, Miami, Fla. 


Mr. FRANK BANTEMAN, 

Executive Secretury, American Nursing Home Association, 
Washington, D. C. 

DEAR Mr. BATEMAN: The Florida Nursing Home Association would like to 
go,on record in sypport of a Government-insured loan of the FHA type *for 
proprietary and nonprofit nursing homes, and homes for ‘the, aged. 

Local lending agencies are reluctant to make loans for either building or 
-improving facilitiés which are built for a specific purpose. 

The problem of the aged is becoming an ever-increasing prohlem, both as to 
homes for the aged, and nursihg homes, therefore it is necessary to have more 
efficient licensed homes, and to allow expansion and renovation of existing homes 
in order that they may have the proper facilities’ required. by our licensing 
agencies. 

Respectfully yours, ; , 
Hi~pecarp A, JOHNSON, R. N., 
President, Florida Nursing Hoine ‘Association. 


BLAKELY NURSING, HoME, 
' Caldwell, Idaho, May 9, 1958. 

DEAR Mr. BATEMAN: This letter is to inform you of the availability of loans, 
in the State of Idaho... Several nursing-home-operators have, tried to obtain loans 
for new construction, renovation, and éxpansion and have been unable to'make 
satisfactory arrangements ‘for ‘borrowing money... I have personally; tried ‘all 
banking facilities in my area, saving and loan associations, and insurance com- 
panies and found, hot one willing to loan money for nursing-home purposes. 
Idaho needs some ‘means ,of obtaining loans. Tlere are several good’ operators 
‘desiring to build-when money ‘is available. We in Idaho urge all passible means 
be used to make available the propér type of financing for proprietary, nursing 

_ home operators. 
Yours very truly, 
Mr. and Mrs. S. F. BLaKELy. 


PrortA, Itt., May 18, 1958. 
Mr. FRANK C. BATEMAN, 
Dupont Circle Office Building: 


Nursing home administrators in INinois experience extréme difficulty in ‘ob; ain- 
ing suitable: long-term low-interest finance ing from “private ‘institutions. any 
nursing home administrators would engage in remodeling, or few construction if 
financing was made available. Private lending institutions demand high rates 
of interest, short terms; and high percentage of dow npayment thereby discourag- 
ing investment of new capital in nursing homes. 

; MELVIN O. MOoEHLE, 
Executive Secretary, Tllindis Nur. sing Home Association. 


RUSHVILLE, IND.; May 10, 1958. 
Mr. FRANK ©. BATEMAN, 
Heecutive Director, American Nursing Home Association, 
Washington, D. C. 

Dear Mr. BATEMAN: Iam happy, indeed, that the association finally has an op- 
portunity to place our problem before Congress. ' 

With all the improvements we nursing home administrators are being required 
to make. by the State licensing authorities, our situation is beconiing almost 
desperate. 
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' Our association membership here in Indiana has always been eager to provide 
Better facilities for our patients but of course, thé limited financial resources 
available to us has hampeted’ us severely. I refer to our inability to obtain 
conventional mortgages,of' sufficient amouiit repayable overa long period of.time., 
f the Cohgress of the Unjted States could see fit to make available to us insured 

long-term loans, I sincerely believe that isuch: would’ goa long way toward solving 
the problems of care of the aged and infirm in this: comm 

‘Yours band truly, Hae 

eas ° MARJORIE PEARSEY 
Prevident, "Indiana Asadtiation of Licensed Nursing Homes. 


t 


KANSAS ASSOCIATION oF. Lick -NSED ‘Nursine Homes, INc., 
Iola, Kans., May 9, 1958, 


‘ M4 


Franx ©. BaveMAN, i. 
Baecutive Director of. ANIA, Washington, 2. O. 


, DEAR Mk. Bavemaw : "Kansas sends ,100 péreent support to your testimony 

that the Federal Housing Administration Act should be modified to provide loans 

for, the construction: of | new," modern, and ‘efficient nursing and convalescent 

homes as ‘well as for the expansion and renov ation of existing acceptable and 

licensed nursing homes. ove ‘ 

. Inthe past year, I have received many inquiries if there were sources of money 
available for’ new construction or renovation of nursing homes. 

These same faithful. private nursing home administrators feel: rather dis- 
couraged todearn that the Government is loaning: money .to county and nonprofit 
homes: which pay no taxes but yet the eee or taxpaying administrators 
are not recognized. ‘ 

As president of the Kansis Assoc iatibn of ficenséd Nursing Honies, I take the 
privilege of speaking for the 387 proprietary nursing homes and caring for 5,229 
aged Kansas pérsons, sincerély*hope that we will teceive loan recognition oe the 
Federal Housing Administration Act. 

ee submitted by, " : 
‘CHARLOTTE McATEE, R.N., 
, ' President, Kansas, ‘Association Licensed Nursing Homes, Ine. 


Hititop Rest Home, 
" Bowling Green, Ky., May 8, 1958. 
Mr. FRANK C. BATEMAN. 
Dear Srks In regard to: the financing progtam of. nursing homes in Kentucky: 
It is impossible to obtain funds through;regular channels to build nursing homes 
in the State of Kentucky. 


Respectfully, 
Mrs. Avo HeERop, 


President of Kentucky Nursing Home Association, 


MAssacHuserrs FEDERATION oF NursinG Homes, Inc. 
Boston, Mass., May 9, 1958. 
Mr, Frank OC. BATEMAN, 
Beecutive Director, ANH A, WwW eintnahen: 3G. 

DeAk Mr; BATEMAN: So'many of: our Massachusetts Federation of Nursing 
Homes’ members have written and called me congerning their common problem 
of raising money for expansion of 'théir facilities that I feel compelled to write to 
you for whatever help you may’be 4ble:to offer.. From each of the several in- 
quiries that I have receiyed comes the complaint that banks and other lending 
agencies: are unwilling to advance money gn what they term a -single-purpose 
unit. Most.of-our members.find they dre ablé to borrow ‘small amounts for ‘a 


‘short term, but are totally frustr: ited Whe n it comes to larger amounts for longer: 


terms. 
It is my understanding, that the American Nursing Home Association is seek- 
‘ing Federal agency help regarding this problem. ‘May I assure you that the 
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members in Massachusetts feel a real and urgént need for help in guaranteging 
long-term low- interest-rate mortgage money. 
May [hear from you at your early convenience: 
Sincerely, 
Morriit Stone RING, R. N., 
President, Massachusetts Federation of Nursing Homes. 


MONTANA NURSING HOME ASSOCIATION, 
Missoula, Mont., May 12, 1958. 
Mr. FRANK C. BATEMAN, ) 
Executive Director, Washington, D. C. 

Dear Mr. BateEMAN,: In regards: to the loansias given nursing .homes by, the 
local banks. I believe one of the’worst factors is that the men involved in giving 
the loans, or extending the credit, are extremely ititolerant. , The statement made 
by one of our local bankers was, “I wotlldn’t want a nursing home established in 
the vicinity of my honie, I consider they would be.classed as a nuisance” . He also 
used. the excuse that only 1 person in 100 would be able to operate a home and so 
the risk is too great, this, regardless of the fact of the small failure of nursing 
homes. 

The SBA is cooperating in some instances; but the ‘amount of money necessary 
to finance the type of homes the State will approve is far niore than they want 
to loan, and the 10-year period to repay makts it prohibitive in’ most cases. 
Montana is one of the States that is badly in need of higher standards being en- 
forced. It is impossible for the State authorities to do so, until the administra 
tors are able to get the necessary funds to make 'the improvements. The need of 
the beds is still present, even if the funds aren’t available, and that need is in- 
creasing day by day. 

I believe that Mr. Mansfield, Mr. Murray, and,the other gentlemen from hltcen- 
tana will go a long way toward helping in this matter, since they are definitely 
far-sighted men; and extremely interested in the welfare of the State, which of 
course includes the welfare of the people who were the founders of this State. 

OBERT A, LEE. 


NEW HAMPSHIRE ASSOCIATION OF LICENSED’ NURSING,HOMES, 
Holderness, N. H., May 10, 1958. 


Mr. FRANK C. BATEMAN, 
Executive Director, American Association of Nursing Homes, 
Washington, D. C. ' 

Drak MR. BATEMAN: The New Hampshire Association of Nursing Homes has 
given unanimous approval for a Government loan plan that will enablé nursing 
home operators to provide adequate and ‘safe ,housing for’ the caresof the ill 
and infirm. At present all such homes'in this State are of the: old design wood 
frame type and about 95 percent are not in’cordition to warrant the excessive 
expenditure that would be necessary to install sprinkler systems, and construction 
funds in the amounts, required are not available through banks or insurance 
in this State. Governnient loans wil} not only, expedite 'the overall plan of 
our care of the aged, it will overcome a problem that otherwise we may never 
attain due to the largé ratio. of welfare patients and the low rate of payments 
available from the State. 

We urgently requést that the American Association of Nursing, Homes’ make 
every possible effort, to secure congressional action favorable to longterm loans 
for construction of thodern type, :Governmentpproved .nursing homes for 
proprietary operation. 

Very truly yours, 


‘ 


Harry ,C. MERRILL, 


President. 


TRENTON, N, J., May 13, 1958. 
FRANK BATEMAN, 
American Nursing Home: Association, 
Washington, D.. C. 

In order to meet the ever increasing demand for more nursing homes facilities 
it is necessary to expand our fatilities in New Jersey.100 percent in the next 10 - 
years. ‘To date, we: have exhausted all means at the’ lotal level as well as the 
State level to obtain needed.funds fort such expansion. 
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“Tt is with reluctance that we urgently request ‘Federal aid in the form of 
loans, not subsidies, at the prevailing rates of:interest payable over longer terms, 
for we believe it is the only, source left, for the nursing homes in New Jersey 
_ to get needed funds to carry ‘on pangeenty expansiqn to meet the growing needs 
of our older citizens. ' . 
We urgently request your ebmnmntttie’ to approve and recommend a program 
designed toprovide sufficient funds to meet required plans .for expansion of fa- 
cilities in .New Jersey to meet this: growing need of the aged, the chronically ill 
and ‘the indigent. 
eee Nurstnc Homes A'ssoctaTion or New JERSEY, 
GENEVIEVE V, Mott, President. 


sen ma Aspey NursiIne Home, 
H r- nate Newark, N. J., May 9, 1958. 
FRANK Sceieehe: 
'.. Bawecutive Director, American N ursing a ome Caen 
Washington, D.C. : 


+ Dear’ Mr. Bateman: In 1957, as operators and owners of the Hazelcrest Nurs- 
iné, Home ‘in, Bloomfield, N. ‘J,;, we desited to exp nd and open-another nursing 
home in ‘the city of Newark,'N. J. With a population of 500,000 and not a single 
proprietary ‘nursing home within the city limits, we felt we might serve a need 
to the chronically ill in this area. 

We were greatly hampered iri our efforts since mortgage funds were not availa- 
ble through ordinary lending agencies. ‘Applications to several ‘banks and insur- 
ance companies were returned ‘because of the one- purpose building. No Govern- 
ment funds were available to us. 

A short-term mortgage’ loan was finally ace omplithed at 5% percent interest. 
This loan, because of the short term works undue hardship in meeting mortgage 
payments and working up Our new enterprise. 

We feel if, long term, low .interest rates'were available, with our 8 years of 
nursing home background and experience we could better serve society in our 
-area. 


Very truly yours, 


LEwWIs GASH. 


‘ Crovis, N. Mex., May 138, 1958. 

Mr. FRANK BATEMAN, 
Executive Director, American Nursing Home Association, 
Washington, D.C. 
We of New’ Mexico do not have available loans for the construction, expansion 

or renovation of new and modern nursing homes. 

eM Mary O. JONES, 
‘President, American Association of Nursing Homes. 


CANTON, WN. Y., May 9, 1958. 
AMERICAN NU RSING Home ASSOCIATION, 
Washington, D. C, 


{Attention : Mr. Break C. Bateman, Executive Director. ) 


GENTLEMEN : I write you on behalf and in support of legislation presently 
being considered by the United States Congress in connection with loans for 
the: construction, expansion and/or renovation of new and, modern, as well as 
existing, nursing and convalescent homes,at the local level. 

My purpose, in writing is tw6-fdld. First as counsel to the St. Lawrence 
County Nursing ‘Home Association and. secondly as counsel and’ director of a 
, local Federal lending institution. ,I have had personal experience in being 
unable to secure financing (f any sort for a construction of needed facilities 
particularly in. the city of Ogdensburg, ‘St., Lawrence County, N. Y. and in 
securing funds for renovation of existing nursing homes. throughout the balance 
of the ‘county. . Although the need is great and-the, purpose is considered proper, 
our lending institutions do not have the’ funds nor are they of a lending niind 
when .it comes to making funds available to either provide moneys for erection 
or expansion and renovation of existing favilities. 
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We all appreciate that with the great advances presently being made by 
science that our lives are'being lengthened considerably and we, more and more, * 
are faced with the proposition of taking cate of our elder citizens. These 
people should not be confined to hospitals since in most instances they are 
. ambulatory and by the same token should not be forced ‘at their station in life 
to be relegated to, poor houses. or to the county homes. I believe we must, 
more and more, realize the need and nécessity for clean, decent and attractive 
surroundings in the form of nursing homes and I feel'that'proper support given 
to the legislation now before the Congress would result in making moneys avail- 
able which presently cinnot be made available at the local level. 

I don’t know to what extent your association has canvassed the several States 
and counties of the States but I, am satisfied that, if such a canvass, were 
made, the statements made by me would be supported by a majority of the 
persons, who have knowledge of the situation, contacted. 

Accordingly I cannot urge your’ association too strongly that all efforts should 
be made to make possible favorable consideration'.of the pending legislation. 

If under all of the circumstances, you feel that I could be of any service 
to the posed legislation at the level I occupy, please feel, free to call on! me 
without delay. 

Trusting that the foregoing is sufficient for your purposes, believe me to be 

Very truly yours, 
Sipney H. Krray. 


NEw YorK STATE NuRSING HoME ASSOCIATION, INC., 
Syracuse, N. Y., May 10, 1958. 
Mr. FRANK BATEMAN, 
Executor Director, American Nursing Home Association, 
Washington, D.C. 


DEAR Mr. BATEMAN: As attorney for the Onondaga County Nursing Home 
Association and the New York State Nursiig Home Association District No. 8 as 
well as the New York State.Nursing Home Association Ihe. I urge the support 
of a bill now before a hearing in Congress providing for loans to private pro- 
prietary nursing homes. 

There is a great need in-our State for more nursing home facilities, private 
and otherwise and there have been numerous instances:of private hothes being 
unable to obtain funds from lending institutions for the purpose of improving 
or making additions to their homes.. This is of: course a loss to the community 
of avaliable facilities for additional nursing home care. 

I can cite one recent instance where a home operated by the secretary of the 
State association and owned by her son, Charles L. Schwarz was denied funds 
for an addition to existing nursing home even though such an addition had 
been approved by the State social welfare department. 

Any efforts on your part that can further the passage of the aforementioned 
legislation will be greatly appreciated ‘by the New York State Nursing Home 
Association Ine. 

Very truly yours, 
CLAYTON D. ANDREWS, Attorney; District, No. 8, 
Onondaga Couhty NHA. 


NorrH CAROLINA ASSOCIATION. OF NURSING HOMES AND HOMES For AGED, 
Fayetteville, N.C., May 8, 1958. 
Mr. FRANK BATEMAN, 
Executive Director, American Nursing Home Association, 
Washington, D.C. 

DEAR Mr. BatEMAN: North; Carolina nursing, convalescent ‘and home for 
aged administrators are faced daily with increasing demands for efficieht service 
such as rendered in these homes. Proprietary administrators are aware of the 

need for expansion or, new. construction but have been very much discouraged in 
their attempt to secure loans through the usual lending agencies. 

Our association will greatly appreciate any assistance the American Nursing 
Home Association.can render in securing a,sound lending agency for this program 
of expansion. 

Yours sincerely, 
EvitH B. CHANCE, President. 
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THE PROVIDENCE HoME, INC., 
_ May 9, 1958. 
, Mr... FRANK ©. BATEMAN, , 
Executive Director, Ame) ican Nursing Home Association, Washington, D. C. 
Dear Mr. BatEMAN: I am ivery happy to learn of the efforts to secure some 
financial aid for nursing homes. I trust, you will find it possible to convey to the 
Members of the Congress the seriousness of the circumstances facing us, today. 
So that you and others may know of our local conditions, I am writing some 
. facts for consideration. We, purchased our property in 1951, then proceeded to 
‘apply for a bank loan to convert the large brick veneer building into the necessary 
condition’ to, meet regulations. Even ‘though, the bank’s agents placed a con- 
servative, valuation of $40,000 on this property, we were unable to make a loan 
due to the fact the manager of the loan department’ later said it would be a one- 
purpose building. Two jocal'banks niade the same statement. 

Two years ago, four nursing: homes in our country, Mecklenburg, were closed 
because they-did not meét fire. and, safety regulations. , Still more will be ¢losed 
as of July 1st because of the 'same conditions, and in all these homes, the owners 
have found it impossible to secure’the necessary funds in loans to meet building 
needs, this all in view of the fact that all Charlotte hospitals and nursing homes 
are full’ to overflowing at the present time. 

From the above it ¢an be seen that the need for high grade facilities is very 
serious in our county. I understand this same condition avails throughout the 
entire State. iat ' 

Very sincerely yours, 
J.:T. WHEELER, R.-N., 
President. 


—_— 


WAHPETON REHABILITATION CENTER, 
Wahpeton, N. Dak., May 9, 1958. 
Mr. FRANK BATEMAN, 
Executive ¢ Director, American Nursing Home Association, Washington, D.C. 


Dear Mr: Bateman: It is with extreme interest that I have read your recent 
communique relative to FHA-type loans for proprietory nursing homes. As you 
may or may not know, we personally have searched the country over for some 
type of long term financing for our new rehabilitation center. I shall give you 
just-a little idea of what we have met up with. 

About 3 years ago, our idea was born'and I began to search for some institu- 
tion interested in this program: of providing these much needed facilities for the 
eare of our chronic ill and aged. Since the project is strongly founded on the 
social need and the desire to help fill a humanitarian need, I felt the job would 
be fairly easy.. We had operated a nursing home for several years but as the 
pressure for higher Standards from our State department of health increased, 
and our own desire to do more in the line of rehabilitation for our patients in- 
creased, we felt the only thing to do would be to build a facility tailor-made to 
fit the job we wanted to do. My first attempt toward securing financial assist- 
anee was to. engage the services of a development company. They were as 
optimistic as I was and assured me they would have several companies to choose 
from within a few short months, After several months had passed and they 
had made the rounds of their financial agencies, they came up with one company 
passively interested in our project.. Prudential Insurance Co. wanted to do 
something toward our project but after further consideration regarding the 
regulations on a single purpose loan, they informéd me it would be impossible 
at this time. I then pushed my search further with my own personal efforts. 
I covered every lending agency in Fargo, Minneapolis, and even some in Chicago. 
It was always the same old story, “You have a fine project and we know it will 
do well, but we are limited: by regulations and cannot loan money on a single 
purpose building.” 

Finally a ray of light broke when I visited the regional office of SBA in 
Minneapolis, They were not overly enthusiastic at first but did give some en- 
couragement and told me to work out, the details a little more fully and come 
back to see them. That was last September. Since then much groundwork 
has been done and at the present time, I am waiting final word on the acceptance 
or further disposition of our application. 

This rehabilitation center or nursing home, that we are building, is the only 
proprietary home to be built in the State of North Dakota to date. True, there 
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are many proprietary homes that would or wish they could, but the struggle is 


too great and time consuming. We have.a number of Hill- Burton homes that 
have been or are being built. We appreciate these homes because they are 
helping to raise the standard of care in the nursing home profession. But 
Government aid ard grants were only meant to act as an aid and not the solution 
‘of the lack.of nursing home beds in the Nation today. . Give private enterprise the 
tools with which to work and the job of caring for our forgotten generation will 
be done in a businésslike and professional way, without cost, to the taxpayer. : 

SBA has pioneered this work in the nursing-home field. The efforts of this 
agency are greatly appreciated. However, a 10-year, 50 to 60 percent loan is not 
enough for the avérage operator. We have resigned ourselves to a 10-year loan in 
our own ‘particular situation but I can see that it might hinder our future ‘ad- 
vancement and expansion.’ This has been the problem of the nursing-home 
profession for many years and thus the reason for our great immediate need-for 
facilities: An expanded. loaning program, properly -administered, for the use 
of new construction, expansion, or renovation, would truly be a shot in the arm 
for all types of nursing and convalescent homes. 

This, Mr. Bateman, is our own personal experience’ here in ‘North Dakota. 
We hope this will-serve of some help in progressing along the road to’a greater 
expanded loaning progfam for the nursing home profession. : 

Sincerely yours, 
Donatp G. NASH, 
Director, Region 6, ANHA. 


OHIO ASSOCIATION OF NURSING HOMES, 
May .12, 1958. 
Mr. FRANK BATEMAN, 
Executive Director, 
American Nursing Home Association, 
Washington, D. C. 

DEAR Mr. BATEMAN: In the last 2 years the Ohio Association of Nursing Homes 
has pressed the State department of public welfare for nursing homé regulations 
that would be commensurate with modern concepts of care of the aged and sick, 
Such regulations should insure adequate space per bed, adequate diets, .well- 
balanced, high in protein, and adequate personnel which are well trained. . 

In the last 2 years the Ohio Association of. Nursing Homes has pressed the 
State Department of public welfare for nursing home regulations that would be 
commensurate with modern concepts of care of the aged and sick. Such regula- 
tions should insure, adequate space per bed, adequate diets, well balanced, high 
in protein and adequate personnel which are well trained. 

In January 1958 our attorney represented us before the Ohio State Building 
Code Commission in relation to section 1234 of the proposed Building Code of 
Ohio. The members of our association at a special meeting unanimously yoted 
that the following recommendations be presented to the Commission. 

1. That all newly licensed nursing homes in the future be of fire-resistant 
construction. 

2. That the Building Code Commission insert a new section which will 
serve to clarify and delineate the safeness of nursing homes which have in- 
stalled automatie sprinkling systems. (We anticipate a bill making sprink- 
lal systems mandatory to be presented at the next session of the State 

egislature. ) 

mo Ohio association with its many educational institutions and workshops 
coupled with the yearly institute sponsored by Western Reserve University in 
Cleveland, Ohio, has radically altered the philosophy and concepts. of care of the 
average nursing home administrator in Ohio. The latest educational program 
with the cooperation of Xavier University in Cincinnati will be on a uniyersity 
level. This program will be on: a regional basis which will cut across State 
boundaries to serve Ohio, Kentucky, and Indiana. 

The most important aspect of this program will be the emphasis on rehabilita- 
tion, not as a separate formal program but as a philosophy. that insists on re- 
habilitation completely integrated throughout the care program in a nursing 
home. 

In the 1957 fall convention the members of the Ohio association accepted: the 
accreditation program formulated by the Illinois aSsociation.. We are at, the 
present time working out the mechanical problems in relation to implementing 
this program. } 
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Both the Ohio Medical Association and the Ohio Hospital Association are giv- 
ing us support in relation to this program. 

As the philosophy and concepts of care of the sick and aged progress, adminis- 
‘trators are becoming increasingly aware of the need for new modern facilities 
that are in keeping with these revolutionary concepts—allow me to illustrate. 

(a) In respect to the individuals privacy which is necessary for his well 
being, we need— 

1. More private and semiprivate rooms. 

2. Bathing and toilet facilities in the rooms or connecting rooms. 

(b) In order to motivate patient in relation to rehabilitation we need— 

1. Dining rooms. 

2. Lounges. 

3.. Rehabilitation areas. 

4. More space in rooms so wheel chairs and hydraulic lifts:can be 
utilized without disturbing furniture. 

5. Wide’corridors so wheel chairs can pass. 

6- Homes of one-story construction. with ramp approaches for wheel 
chairs and those who cannot ambulate well. 

(c) In relation to safety of patient we need— 

1. New homes of fire-resistant construction. 

2. Automatic sprinkling systems in old facilities. 

(d) These new facilities would produce the following results : 

1. Motivate the patient to help himself and thereby increase the likeli- 
hood of his rehabilitation. 

2.. Improve working conditions for the staff. 

3. Incréase tlie confidence of the public in the nursing home. 

4. Increase the number of long term convalescents transferred to nurs- 
ing homes from hospitals—a more expensive facility and thus relieve 
shortage of hospital beds. 

The past years have prodticed dozens, if not hundreds, excellent administrators 
in Ohio. Their competence has been.enhanced by the educational atmosphere pro- 
vided by the Ohio Association of Nursing Homes.’ At the present time there are 
800 homes in Ohio caring for over 15,000 patients. This is a sizable industry 
especially when compared to the hospital industry which has, 25,000 beds. 

A most significant point and one that is having quite an impact on our profes- 
sion, is the, second generation administrators, the sons and daughters of. existing 
administrators who are coming into the field. .These people are well educated, 
progressive *and quick to, grasp new principles in relation to care of the aged 
and sick. 

The main point of this letter is to acquaint you with our main “stumbling block” 
in relation to progressing at a much faster rate; it is adequate financing for new 
facilities. Dozens of administrators have talked ‘to me:concerning this problem. 
I have seen dozens of architects-drawings and plans which are now gathering dust 
in drawers or'on shelves for lack of adequate financing. The background of these 
people is excellent, their businesses are suecessful ; however, lending institutions 
will not advance adequate financing.. The main reason, of course, is that nursing 
homes are of one purpose construction. 

It is absolutely imperative’that this problem be resolved not only for the benefit 
of the individual administrator but also for the good of the country as a whole. 
Adequate financing will, release the, aspirations of these individual administra- 
tors to build. new modern facilities which will gve us thousands of new beds in 
the next few years throughout the country. 

I am confident that the: American association with its excellent executive 
guidance will'do much to see this problem suitably, resolved: 

Sincerely, 
Leo GuaAss; President. 


OKLAHOMA NURSING HOME ASSOCIATION, 
Oklahoma City, Okla., May 8, 1958. 
Mr. FRANK BATEMAN, 
Evecutive Diretcor, 
American Nursing Home Association, 
Washington, D.C 

Dear Mr. BATEMAN: The Oklahoma Nursing Home Association requests that 
you, as executive director of the American Nursing Home Association, make 
every possible effort through the association’s office in Washington, D.: ©., to 
see that no possible method is left untried which would encourage an amendment 
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’ modifying the present Federal Housing Administration Act and providing loans 


for construction of new, modern and efficient convalescent and nursing homes 
and homes for the aged, and for their expansion and renovation. 

The nursing home profession’ of Oklahoma is, continually confronted with 
public demands to increase and raise the standards and facilities of nursing 
homes., , Through local and State legislation, we find ourselves confronted with 
the problem of meeting local ordinances and State legislation requiring the 
expenditure of funds to make our facilities mote desirable and safe. Yet, at 
the same time, we are. confronted with the impossible, situation Of procuring 
loans from private lending agencies or through the usual’ lending channels. 
Lending institutions such as banks, building and loan’ companies, insurance 
companies, ete., have continued to demonstrate an almost ro reluctance 
to give us the type of credit we need. — ‘ 

Again, we urge that every possible action be’ taken to’ help with the passage 
of this amendment. 

Sincerely yours, 
JACK R.' PkoppPs, 
President, Oklahoma Nursing Home Association. 





RHODE ISLAND ASSOCIATION OF NURSING HoMEs, 
East Greenwich, R.1., May 9, 1958. 
FRANK C, BATEMAN, 
Ezecutive Director, 
American Nursing Home Association, 
Washington, D.C. 


Deak Mr. Bateman: Rhode Island nursing homes recently were under public 
serutiny.. The picture of our nursing hothes as developed by our: local papers’ 
bears out the’ need for improved and more, modern facilities. However; ‘at 
present, the opportunity for’ financial assistance needed to create new and better 
facilities’ are not now -available. Local lending houses and banks ‘are not 
adequately versed on the need nor the potential of this\growing profession. As 
a consequence, we cannot depend on any assistance from these institutions to 
help alleviate a serious problem. 

Any help that will elevate our building program and. our standards will 
do much to assure the aged and chronically ill of our country a safer, healthier, 
and happier place to live. 

Feeling assured that our country will take thé proper 'measures, to -correct 
this present situation, I remain, 

Sincerely yours, 


GeEoRGE E. Austin, Jr., President. 


— 


Tue SoutH CAROLINA ASSOCIATION OF NursiNe Homes, 
May 12, 1958. 
Mr. Frank C. BATEMAN, | 
Executive Director, 
American Nursing Home Association, 
Washington, D. C. 

Deak Mr. BATEMAN: Loans for construction, expansion; and improvement of 
nursing home. facilities in.the State of South Carolina are not. readily avail- 
able on terms suitable to the financial capabilities of existing nursing .home 
businesses. 

Several new facilities have been constructed in this State during the past 4 
years with the assistance of'local financing firms; however, said local financing 
has been on a matching dollar basis or on other terms relatively difficult for the 
homes to meet. 

Approximately 65 percent of the homes in South Carolina: operate .within 
buildings rated as unsuitable by the licensing agency, the South Carolina State 
Board of Health. “Unsuitable” is defined as “A nursing home’is dec lared un- 
suitable if it is (@). housed in a structyre which does not meet "the appropriate 
rating for fire’ safety and, (b) not designed for use as a nursing home.” » ‘The 
majority of these unsuitable facilities referred to would be immediately. re- 
placed with new, modern, and suitable facilities were construction loans more 
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readily available on terms inducive to sound business operation and practices 
designed to meet the financial ability of the borrower. 

This information is submitted to you in support of the efforts on the part of 
the American ‘Nursing Home Association to encourage consideration of 4 loan 
program of the FHA-type for nursing homes. 

‘Respectfully submitted. 
% ' ‘(Mrs.) Grace-S. SouTHERLAND, 
, President. 
Rev. J. .F.'M.. HorrMEYER, 
Secretary-Treasurer. 


TENNESSEE STATE ASSOCIATION OF NURSING HoMEs, 


Knoaville, Tenn., May 8, 1958. 
Mr. FRANK BATEMAN, 


‘ Brecutive Secretary, 
American Nursing Home Association, 
: , Washington, D. C. 

Deak Mr. BAteMAN: This is to inform you that there are not funds available 
through private or routine lending channels on the local level for construction 
of new’ modern‘ nursing homes:'and homes for the aged, nor are there such 
funds for expansion or remodeling of present facilities. 

I have personally investigated through'banks and other lending agencies 
here in Knoxville and throughout the State, since I have plans to build a 25-bed 
facility. -Others have had a similar ‘experience throughout the State of Ten- 
néssee. ¢ 

I trust the near future will change this picture and the proprietary nursing 
home can continue to grow, thus filling an increasing need for nursilig-home beds, 
affording the patient and the public a much needed service at a reasonable rate. 

*“Respectfully yours, 
CATHERINE T. ANDERSON, 
President. 


VirRGINIA Nursing Home ASSocIATION, INC., 
Winchester, Va., May 10, 1958. 
Mr. FRANK BATEMAN, 
Executive Director, American Nursing Home Association. 


Dear Mr. BATEMAN: I understand the American Nursing Home Association 
is to appear before a congressional committee to present a proposal of Govern- 
ment-guaranteed loans to nursing Homes and convalescent homes for construc- 
tion and renovating acceptable licensed homes. 

The experience of borrowing through routine lending institutions has been un- 
desirable and.almost an impossibility. I tried borrowing through the regular 
lending institutes but could not, and I am sure my financial statement looked 
bétter-than the-:average nursing home. 

I was able to get a loan.approved through the SBA. Myexperience has been 
shared by .many others in .Virginia trying ‘to get a loan for construction of 
larger:and better facilities; byt the happy.ending I experienced has hot been 
shared by many. othérs. 

The Virginia ‘association is pleased to hear- about the action taken by the 
American association in trying to: get the Federal. Government to include li- 
censed nursing homes in the FHA program on such a sound businesslike man- 
ner. We in the Virginia association want to give you our full support in any- 
thing that might help. 

Sincerely yours, 
MartTIn F. DALtTon, President. 


PuyAELuPp, Wasu., May 12, 1958. 
Mr. FRANK BATEMAN, 
Ezecutive Director, 
American Nursing Home Association. 
Washington, D. @.: 


Recent, survey: State of Washington réveals normal lending ‘agencies still not 
making, loans,‘ new constructions nursing homes or additions, improvements 


thereto. Bankers say. officially not opening new lines credit. Admit privately 
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reluctant to finance because single purpose. Many operators have plans various 
stages but insufficient money. Some could let contracts start constructions 60 
to 90 days if financing assured. Appreciate your éfforts to help. 
EpMUND F. JAcoss, 
Executive Secretary, Ww ashington State Nursing Home Association. 


WEsT .VIRGINIA NURSING HoME ASSOCIATION, 
4 May 10; 1958. 
Mr. FRANK C, .BATEMAN, “4 ; 
Executive Director American Nursing Home Association, 


Washington, D.: C. 


Deak Sirk: Our West Virginia Nursing Homé Aseociatiou has asked that I 
express to you, as the Washington representative, the total lack of oppor- 
tunity for. nursing homes in West Virginia to obtain financial, backing. 

The Hill-Burton Act is of no value to us; there is only.one nonprofit home 


in, this entire State. Banks seem to operate upon the samé basis as they did. 


at the time-nursing homes weré in their dark days, many years ago.’ 
Nonprofit homes in our State were never successful and have: now virtually 
disappeared. In spite of this we see legislation continually directed’ for-the 
encourage of this type of business. 
Anything which you can do to encourage a fair, businesslike approach to 
this problem will be greatly appreciated. 


Sincerely, 
DANIEL F. Berwin; President. 


May 12; 1958. 
Mr. Frank C. BATEMAN, 
Executive Director American Nursing Home Association, 
Washington, D. C. 

DeaR Mr. BATEMAN: Although it is of vital importance that nursing homes 
have financial assistance for construction, expansion, and renovation, due to 
the increasing need of such homes for. the aged.and the sick, there.is no 
possibility of obtaining loans for this work through any type of program in 
this area. Financial aid is needed now and the future will bring an even 
greater need for same. 

Very truly yours, 
BeEaAtTRIcE M. FoucHa, 
President, Vermont.Association of Licensed Nursing Homes. 





Texas Nursing HoMe OPERATORS ,ASSOCIATION, 
AusTIN, Tex., May 8, 1958. 
Mr. Frank C. BATEMAN, 
Erecutive Director, American Nursing H ome Association, 
Washington, D.C. 

Deak Mr. BATEMAN: [ should like to. call toyour attention a serious situation 
which is very definitely hindering the pfogress and development of the seryites’ 
and care that our nursing homes iri-Texas would so very.much like to improve, 
namely, the lack of availability of loans for the construction, expansion, and/or 
renovation of new and modern, as well as. existing, nursing and convalescent 
homes. 

We can state that in Texas there is not available through the regular existing 
loan channels opportunities from which to berrow for nursing homes. This 
situation is dramatically illustrated by hundreds of our people who have attempted 
to borrow for new construction and for improvement. 

If you can find sources for relief, we in Texas Would be so yery grateful. 

Yours very truly, 
Evprep THOMAS, President. 


Senator SparkMAN. Mr. Ryan is next. 
I understand you are with the First State Mortgage Co. of Miami, 
Fla. Isthat right? 
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STATEMENT OF WILLIAM RYAN, VICE PRESIDENT; ACCOMPANIED 
” BY LEONARD BURSTEN, COUNSEL, FIRST STATE MORTGAGE CO., 
MIAMI, FLA. 


Mr. Ryan. That is cobrect; Sannin. ' : 

Senator Sparkman. We are very glad to have :you, Mr. Ryan. You 
may proceed in your own way. 

Mr. Ryan. Thank you. Iam very happy to be here. 

Senator SparKMAN. ‘For the benefit of the record, w ill you introduce 

. your associate? : 
Mr. Ryan. Yes, sir., ‘This is Mr. Lewnard Bursten,. associating 
. attorney retained by our firm in Miami. 

Senator SparkmAn:: In Miami?, 

Mr. Ryan. Yes,sir: Iam not an attorney. 

Our First State Mortgage Co. has been for’ alee past 214 years 
developing .a retired village*on the northwest gulf coast of F lorida. 
It is approximately 51 miles from the city of ‘Tallahassee. In devel- 
oping this program, Senator, we have run into a lot of the problems, 
intangible problems. which you confront in providing housing for 
the elderly. . 

When We started this program I doubt any legislation. with regard 
to providing housing for the elderly had been promulgated by Con: 
gress, but since getting, into it we have at present a village there con- 
sisting of approximately: 400 homes, and the average age of our people 
is about 68 years: .They are definitely those persons whom I -believe 
you mentioned in your brechure:which F had the pleasure of reading. 
They aré of the lower income group of the 12 million retirees of this 
countr'y, They are the people that I think. it was the intent of Con- 
gress to take care of in’ passing their legislation Jast year and the 
year previous to that. 


The people .we have at, our particular village, and of which there 


are millions more in this country, are those people who are subsisting 
almost entirely upon their retired pensions, which are either under 
social security, union pensions, or former company employment. pen- 
sions. I would say on the average their income runs approximately 
$150 a month. 

The problem: we have run into is. that, in furnishing long-term 
financing for these types of people, the average institutional mortgage 
company considers it a poor risk, and it is very difficult to get any 
long-term financing, particularly with the income gradient they have, 
and the age of the people themselves. 

The average institutional niortgage company, ora banker, will tell 
you in their opinion: a person 60 years old or older ought not to have 
any long-term financial obligations... In attempting to sell mortgages 
to persons that age you have the factor which is almost impossible 
to surmount in pr ivate financing, Under your Housing for the Elderly 
Act, which was just discussed here, title 307, you have. primarily. insti- 
tufional housing much the same as Mr. Mustin liere just got through 
explaining. © It is for people who have reached the point of feebleness 
where they have to be cared for, and they have to live ina village where 


there will be communal dining facilities, and nursing, and immediate: 


medical care. But I think that isa very small portion of the retired 
group which you spoke of in the brochure that.I was happy: to have 
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béen abilé to have read. In our 21/, years of exper ience we have sold 
all of the existing units in our first part of our subdivision. These 
people have come down ey cities like New York and Chicago, and 


-most of them have bought after having seen what we have to offer. 


. The biggest problem’ we run into} through, in attempting to take 
advantage of the present-day legislation, is that although.you have 
made provision under section 203 (b) to qualify a person 60 years 
old or older for a mortgage of 20 or 30 years’ duration, the minimum 
property réquirements upder section 203 (b) having been derived after 
an education of approximately 30 years when the, FHA had’its in- 
ception, have reached the point now where it ‘takes:more and more. 
The average section 203° ( b) low-income house ‘is in the néighborhood 


of $13,000 to $15,000. That i in itself, along with the square footage 


requirements under minimum property requirements.and lot require- 
ments, is not conducive ta a low-income person making those monthly 
payments, despite the ‘fact that you elongate the.time of ‘payment 
over a period of 30 years. 


Under section 203 (i), where you limit, the maximum mortgage to 


:a maximum of $8,400, theré is a class or a group of regulations that 


would relate more té our way of thinking to low-income retiree: 
There a person can buy a house and finance it for.30 years and, have 


it within a monthly payment and downpayment factor that would « 


allow him to go ahead and make‘his monthly paynients. 

I have discusséd this problem with. various officials right here‘ m 
the FHA in Washington in an ‘attempt to clarify dur own problems. 
They have reached the position. that. section 203 (i) of the law pro- 
hibits them from. issuing a mortgage commitment to a retired person 
if the construction has been started, or if the building is existing prior 
to their having issued a mortgage commitment to insure the mortgage. 

It. has been our experience in conducting ‘this elderly retirement 
village that we have been building, that the average retiteé will get 
in the family vehicle and load their personal effects into'it.. They 
have made up their minds that they want to come to Florida, or what- 
ever the particular State might be, to retire. .When they get there 
they see something they. like and if it can be handled within the in- 
come they have, they get it. The idea that a person 60 6r'65 years 
old is an indigent yerson or somebody ‘who has to be looked after, is 
a fallacy Spkalately. We have very active people living in our own 
particular village, and I am sure you yourself realize that. 

However, when they see a home or something that they want to 
buy, they do not have the means to quarter themselves in a’motél and 
find an ‘architect and engage a builder and arrange ‘the necessary 
mortgage payments and the various applications that the FHA wants, 
and then sit down and pay the motel or hotel bill until such time as 
they can move into their house. If they'see it, they should:be afforded 
the same privilege that a young person has, that is, after they. fill out 


the necessary applications, if ‘they | qualify in that respect ‘and the © 


monthly payments are such that they are able to handle them with 
the income they have, they should be allowed to buy a house. 
I do not purport to be a legislator, but the provisions ef section 


, ‘te (i), as I see it, would more closely fit the aspect of retired housing 


if it could be broadened to include the same,aspects as seetion 203 (b), 
which allows the FHA to finance existing housing. 
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As I stated, I have discussed this with the FHA people over here. 
They have sent several of their’ representatives down to visit our 
project and have interviewed our people. We have received quite 
a bit of sympathy with the type of work we are doing there, and they 
definitely have made the statement that they feel what.we have meets 
' the intent’ of Congress, but under the provisions of section 203 (i) 
with the provision that the construction must not have -been ‘started 
prior to the mortgage commitnient ‘being issued, we would need a 
change in the legislation in order to effect, dr facilitate our situation. 

I will be glad to entertain any questions you may have. As I stated 
earlier, I.am a developer and’ not an attorney, but I have lived with 
. this problem for approximately 214 years, and I have learned quite a 

bit about the social and psychological aspects of it. 

Senator Sparkman.: As I understand it, the thing you are up against 
is that requirement in the jaw that applications for insurance must 
have been made prior to construction ? : 

Mr. Ryan. That is just what they'have led us to believe when we dis- 
cussed this:problem with the FHA. | They claim their hands are tied. 

Senator Sparkman. .[s it their contention’ that that is the thing that 
stops them from acting ? 

Mr. Ryan. Yes, sir, because that is definitely stated emphatically 
in the law. 

Do you have'a copy of the law there, Mr. Chairman ? 

Senator SparKMAN. Yes. I was reading from it. 

Mr. Ryan. They pointed that out to us. ‘We had a meeting with 
Mr. Prothro, their attorney, and Mr. Victor, along with Mr. Edwards, 

‘the .Assistant, Commissioner of Operations. After going through 
every possible act’ that we could go through and the various sections 
of the FHA law, that was the section that would more nearly cover 
low-income. retiree houses, or furnish a method for a retired person 
to get in his car and drive down and decide that he wants to retire 
in Florida, and find something that he likes there and buy it. 

To give you an example, we are pretty proud of the sales record we 
have on our present development. We could substantiate the fact that 
most of our sales are made outside of the State of Florida. Ninety-two 
percent of the people who have'been sent down from our out-of-State 
sales office have bought after seeing the property. Presently our 
financing is being done privately. We offer a unit anywhere from a 
studio ‘unit. to a three-bedroom house for $250 down and monthly 
payments of $39.50 a month, or a maximum of $59.50. 

There is no portion of the property that is more than one-quarter of 
a mile from the ocean. 

Senator Sparkman. What is your recommendation to us, or your 
request of us? | 

Mr. Ryan. If you will look at this, Senator.. This was not prepared 
actually for this meeting, but the last page of it: 

Senator Sparkman, Yes., I see you have a suggested amendment. 
You would.strike out the language that I.quoted. 

Mr. Ryan. Yes. I might add, Senator; in the various discussions 
I have had with members of your legislative committee, or, not exactly 
your committee, but your assistants, I asked why that language was 
included when all of the other aspects.of the law would fit so nearly 
the housing for the elderly provision. As yet, I do not think that 
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anyone has given mean answer. I was wondering if you ‘might be 


_ able to afford that ariswer. 


Senator Sparkman. I do not Lcti Mr. Ryan. It seems to me we 
would have difficulty in getting the thin you proposed done, as-a 
ee matter. What attitude the committee would take on’ special 

egislation aimed at this o1ie particular project, Ido not know. 

Mr. Ryan. I do not mean for this'one particular project, Senator. 
I understand that, there are‘several instances throughout, the State of 
Florida, ‘and other States, particularly in ‘the Southeast, that come” 
under that category. 

Setiator Sparkman. It may be, but, so far as I know, yours is the 
only one that has been called to our attention. ‘That is the reason why . 
I said that. -I think, perhaps, you can see’ why that language was 
putin. In fact, Ido not know of any FHA program, except a.couple 
of amendments we wrote into the law last: y or, that permits mortgages 
on used properties. 

Mr. Bursten. I'believe sections 207, 213, and’ 203 (b) all allow exist- 
ing units to be financed. 

Senator Sparkman.’ Yes... By amendments’ that were agreed to in 
those particular cases. .° Just last year, I believe. I know a. couple of 
them were last year. ; 

Mr. Ryan. I understand from Mr. Peek, assistant to Senator 
Smathers, that they have the same difficulty theré at Cocoa, around 
Patrick Air Force Base. Several: houses were built there under the 
old section 809 that are available as houses for retirees., Several per- 
sons have expressed a desire to buy them, but they are confined by‘the 

same. aspect of the law. ‘They are under $8,000, but it does hot fall 
into the section 203 (b) bracket where they can qualify as existing 
housing, and the houses sit there. 

Thinking you would discuss that with him, he brought that point 
out to me when we brought up our own question. But, definitely, un- 
der section 203 (b), Senator, I have known of instances where they 
have insured mortgages on a house 50 years old. It was’built long be- 
fore any qualifications of FHA were promulgated. 

Mr. Burstren. Might I, just for a moment, clarify it? Mr. Ryan 
is not a lawyer, but is acquainted with the background, so I thought 
he should make his address. We are not interested in special legisla- 
tion at all, and we did not come here to ask for any special legislation. 
We feel the problem we have been confronted with is a problem which 
has to be prevalent throughout the entire country. This is the prob- 
lem of the retiree, a person over 60 years old who, because of his age, 
is unable to get conventional financing, His credit standing is good 
and his previous payment record, wherever he has been, has been good, 
That is the problem in every State of the country, There are people 
reaching retirement age’in Alabama, Georgia, and Florida, and all 
over the country. 

We have felt the. impact more severely than other people becatise 
we have been in the retired-village business. In analyzing the law 
and’ going over this with FITA, they admit there is a void in the 
housing-for-the-elderly program. 

Senator SparKMAN. Weall do. 

Mr. Borsren. That is right. 
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‘Senator Sparkman. We admit it in this committee, and it is a 
void we have been seeking to fill. 

Mr. Bursten. Iam aware of that, Senator. 

Senator Sparxman..Whether you have -proposed a reasonable 
-proposition to. us, we do net know, We never have conceived of 
section 203 (i): as being for the purpose of providing housing for 
theelderly. It may be that you are giving us an idea. 

Mr. Bursten.: Senator, subsection (9) of section 203 (b) ‘specifi- 
cally ties in section 203 (i) with housing for the elderly.’ It is the 
only reference. I understand it was primarily designed to afford 
low-cost housing in rural areas, where the Commissioner could waive 
the minimum property standards. ‘ However, subsection (9) of sec- 
tion 203 (b), if you have it: béfore you, goes ahead and provides, 
under certain circumstances, they can waive the minimum down- 
payment in these section 203 (i) cases where the elderly are involved. 

We are not trying to arrive at any brainstorm, or set up a formula 
for you. Our whole conténtion is that the elderly should be afforded 
an opportunity to purchase an existing rehabilitated unit as a low- 
cost house.. Not a-high-cost house, as section 203 (b) contemplates, 
but a low-cost house as contemplated in section 203 (i). It may be 
we have not hit on the right formula or vehicle. Subsection (i) may 
not be the right vehicle. _However, there should be some provision 

whereby a retiree or someone over 60 who desires to buy a low-cost, 

existing, rehabilitated unit should be able to get the same type of 
liberal financing as is contemplated under sections 203 (b) and ZU3 

(i). That is the sole point we'are-trying to make here today. 

We are not interested in any special legislation at all.’ We do not 
feel we are-entitled to it. The problem of.the existing rehabilitated 
unit, as far as low-cost housing is concerned, is one where there is a 
tremendous void. Theré is nothing.on the books that can take care 
of that problem, and there is.a definite need for it, we feel. 

Mr., Ryan: If I: might. interject, Frank Green, chairman of the 
Federal National Mortgage, Association in the southeastern area, 
came down to visit ‘our project, and was, quite impressed with the 
type project we were affording to elderly people. In:the discussion, 
he brought out the fact:that in. the $25 million: appropriated - by 
Congress last year for aiding retiree financing, $514 million . was 
allocated to his office. - It ‘was his, understanding his was the only 
office that used the entire’ allocation in thé year and, further, not:1 
penny of that moriey was used for the building of elderly housing. 
Every bit had been used in institutional housing under section 207. 

To me, that, in. itself; would show ‘definitely. that something is 
holding back the housing-for-the-elderly program. What I think 
it is, is.the regulations under section 208 (b). I. go along with the 
100 percent. ‘ I have felt a number of houses under section’ 203. (b) 
are such’ that, under today’s cost. of materials and labor, it puts.them 
outside the income of.the averagee retiree and, I would say, the greatest 
majority of retired persons in this country. -I know you realize that, 
after reading that pamphlet. and brochure you put out. «But, with 
the added: help. of medical science which we have today, the problem 
is growing, all the time. 

Seriator SparkMAN. You let tis study this proposition. You have 
given us an idea. Tet, us see what wé'can find out about it and it may 
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be that you have given us the very tliing we have been looking for. 
I do not know. ; 
Mr. Ryan. Thank you very much for your time, Sénator. 
Senator Sparkman. I thank both of you. 
(The prepared statement of Mr. Ryan follows:) 


STATEMENT OF WILLIAM Ryan, Vice Presipent, First State Morre@ace Co., 
MIAMI, FLA. : ' 


; 


NEED FOR REVISION .OF SECTION. 203, NaTtrionaAL Housine Act AND OTHER 
LEGISLATION TO PRroMOoTE HOUSING ‘FoR THE ELDERLY 


Presently section 203 (i) testricts the FHA from insuring mortgages on 
existing or rehabilitated housing. 

Section 203: (b), while it can be used to insure existing, units, because.it was 
not intended to promulgate low cost housing for the elderly, it has a set of 
property standards, which of necessity price it out'of thé low cost housing class. 
A 30 percent down payment requirement on existing units render it further 
unworkable as contrasted to the 3 percent down payment provisions of section 
203 (i). 

At'the present time there is no provision under, which low cost existing or 
rehabilitated units can be insured on a basis of making them available to the 
elderly—such as flexible standards and minimum down payment. 

Florida, because of its particular advantages of inexpensive living, climate 
and sea, draws more retirees than any other place in the world. 

The present legislation section 203 (i) does not take into’ consideration the: 
typical manner in which the retiree emigrates to Florida—he usually gets .into 
the family jalopy and drives south since this is the least expensive way of 
travel—when he gets to a locality, that strikes his fancy ©r'where he finds 
relatives or friends. he stops. As he has pulled up his stakes, the first thing 
he wants, is a place to live, not a hotel or motel room indefinitely while he fools 
around building—but something he can move into; inexpensive, preferably 
near ‘the sea:and other folks that have things in Common with him., ' This is 
the typical emigration of the retiree who cimes to Florida. 

The present law, section 203 (i) would ‘force him to live jn a hotel rooni or 
a motel for months while he bought a lot and built.a house, or in the alter- 
native purchased a project home. The retiree should be-allowed. to buy a 
home of his own choosing, in existence if the prefers, and be able to get the 
liberal financing Congress intends the elderly to havé and has, provided, under 
section 203 (i). on new housing. 

A practical illustration of the impossibility of section 203 (i) to «handle 
the problem of the typical retiree, is the experience of Lanark Village; which 
located on the Gulf of Mexico near Carabelle, Fla., some 50,miles southwest 
of ‘Tallahassee. ‘Lanark Village is a. well¢planned: community of some, 400 
units, 92 percent of which: have been sold primarily to elderlypeople; a project 
which has been.acclaimed as a model: project’ for the elderly,.and its home: 
owners, primarily -elderl'y. persons,, because they purchased units’ alteady . in 
existence are,unable tp avail themselves of the’ liberalized features of ‘section 
203 (i) to obtain FHA mortgage insurance. 


AMENDMENTS TO'S. 8399, HOUSING FOR THR ELDERLY 


Following changes recommended: 

(2) Page 3; section 229 (a), line 9, change “eight” to “one.” 

(b) Line 10, change following ‘‘or more’’-to “existrig new or .rehapilitated - 
units especially designed or primarily used or intended.,’ 

(¢c). Page 4.42) starting at line 10 following “Estimates” add “is the replace: , 
ment ‘cost, of such project or property or: will be fhe replacement cost of such 
property or project when the proposed improvements are conipleted.” 

(d) Page 5. (7) line 14; following “designed’? insert, “primarily used or” 
intended.” : 

(e) Page 5, following line 22, insert another provision “The commissioner, 
in establishing the standards under this section shall take into cdénsideration 
the intent of this act to promulgate low-cost housing for elderly people:and not 
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to maintain the same standards, as may be desirable under other sections 
authorizing mortgage insurance commitments in excess of $8,100 per unit.” 
' Change (@) would allow issuance of insurance commitments for a single unit 
‘to an elderly person who was not interested in purchasing a project house: 
Change (b) would .allow the issuance of ‘insurance .commitments for. existing 
units primarily used or intended for’ housing for the elderly. 
Change (c) gives the basis for insuring existing or rehabilitated units. The. 
original language of this section could lead to a different, interpretation. 
Change (d) merely has this a conform to amendment suggestetl’ in 
change (b): " 
- Ohange ¢e) this amendment is sue designed to sliow inferior construction but 
to indicate the ‘cotigressional. intent that commissioner should have a more 
flexible set-df standards to assure low cost housing for the elderly in contrast 
to a more luxurious program as under sections 207, 213, etc. 


’ x! 7 * 


" a, -AMENDMENT To SECTION 203 (I) OF NATIONAL HOUSING ACT 


Strike the language “and which «is approved for mortgage ‘insurance prior to 
the beginning of construction.” 

This would allow the insurante of existing or rehabilitated units under this 
section. 


Senator SpaRKMAN. Thave a etter here from Mr. Robert W. Larson, 
Vice president of the National Mortgage Co., regarding the proposal 
for amending section 203 (i). We will put this in the record ‘at this 
point. 

(The letter referred to follows :) 


' NATIONAL Mor TGAGe CoMPANY,: ° 
Newark, N. J., May 8, 1958. 


Re Suggested FHA-203 (i) legislation (low-cost housing). 
The Honorable JOHN SPARKMAN, ~ 

United States Senate, Washington 25, D. C. 

Dear SENATOR SPARKMAN :*'In the interest of new housing legislation, to benefit 
the.counftry as a whole, especially those in the.modest-income group, please 
consider; the following :: 

We, the National;Mortgage Co. of Newark, N. J., have been one of the few mort- 
gage brokers in the Bast originating section 203 (i) FHA mortgages. These are’ 
our recommendations for legislation under this title: 

1. We feel that the mortgage limit should be raised to $9,000 under FHA section 
208 (i), with. all other provisions remaining. the same, except where the ‘builder 
takes adviuntage of the $9,000 limit; he should provide at least one. public service; 
. approved by the’ State authorities, i. e., either public sewer or public water. The 
effect of this would be ‘to relieve a ‘future burden on.the community and to pro- 
duce a more marketable housé and mortgage. The resulting decrease in hazard 
insurance rates (if public..water is installed) should partially compensate for 
the increase in, mortgage payments over the present $8,000 mortgage. 

2. More builders. would be. attracted - this price range with the additional 
$1, 000 because— 

(a) The proportion of profits would be slightly higher. 

(b) In ‘many areas, strict: codes: prohibit the construction of. low-cost 
housing. This additional $1,000 would permit the builder, in many cases, 
to meet these. heavier code restrictions. 

(c) Builders will be more willing to enter into long-range community 
planning which will produce an ‘ultimately better community: The extra 
engineering required to nut in curvilinear ‘streets instead of a gridiron, 

» monotonous street pattern is one conerete example. 

(d) The few extras. necessary to provide housing for senior citizens will 

- be possible. 

(e) Areas that are.a little less remote could be utilized because the builder 
could pay a greater proportion for the land. 

(f) ‘Ati incidental factor—in cases of bombing of the urban centers, these 
houses located'in rural areds would be additional shelter possibilities for 
the overflow of homeless people. 
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(g) -An interesting development in our area is that itidustries have begun 
to locate nearer the large 203. (i) ‘developments—specifically, Minnesota 
Mining, Brockway Glass & CIBA Pharmaceutical who have established new 
plants nedr these new low-cost communities. One of the reasons, obviously 


is the development of,a labor market. The Ciyil Defense people would not 
object to this dec entralization. 


Summary. The: production of low-cost houses will ‘be ‘stimulated by_ the’ in- 


crease in mortgage amount, just as they were when thé niortgage amount was” 
increased in 1957. , 


In the opinion of the writer, at least 50,000 additional units coulll be produced 
with this’ change. -The enactment of this legislation would prev ide more homes 
for the aged; with a corresponding lift to the economy.’ 

The writer is available for discussion.on this matter. and "can — ‘of definite 
help should.you fequire the aid of someone who has'‘specialized in this field. 

Very truly yours, 4 
Roseri’ W. Larson, 
Vice President. 


Senator SparKMAN. The committee will stand in recess ‘until 10 
o’clock tomorrow morning. 

(Whereupon, at 3:30 p. m., the subcommittee recessed until 10 a. m. 
the following day, Thursday, May 15, 1958.) ; 
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THURSDAY, MAY 15, 1958 


Unirep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON HoustIne, 
Washingtan, D.C: 

The subcommittee met, pursuant to recess, at 10; 05 a. m., in room 
301, Senate Office Building, Senator John Sparkman (chairman ‘of 
the subcommittee) presiding. . ' 

Present : Senators Sparkman, Douglas; Clark, Capehart, and Bush. 

Senator Sparkman. Let the committee come to order, please. 

Our first witness this morning is Mr. James E.. Bent, president of 
the Hartford Federal Savings & Loan Association, representing the 
Natiorial League of Insured Sav ings Associations. 

Mr. Bent, will you come around, “please? 

Also, accompanying Mr. Bent. is Mr. Harold P. Braman, managing 
director of the National League: of Insured Savings Associatiotis. 
We are glad to have both of you Here. ‘ 

Senator Bush, do you want to say something? 

Senator Buss. Yes, Mr: .Chairnian. . Thank ‘you -for recogniz- 
ing me. 

I am very happy to introduce Mr. Bent’ to this committee, although 
he needs no introduction, having testified here numerous times. » He 
is one of. the outstanding leaders in commercial life, and, broadly 
speaking, in social life, in. Hartford, the capital of our State, and in 
that whole area. He 1s a very: prominent citizen, and’a very much 
respected one.. It is always a pleasure. to. me to meet him, and a 
special pleasure to welcome him here before the Banking and Cur- 
rency Committee. I think he is a very vigorous and able man in his 
field, and we-should pay a lot of attention te what he has to say about 
this subject. 

Senator SparkMAN. Thank you, Senator Bush. 


STATEMENT OF JAMES E. BENT, CHAIRMAN, LEGISLATION COM- 
MITTEE; ACCOMPANIED BY HAROLD: P. BRAMAN, MANAGING 
DIRECTOR, NATIONAL LEAGUE OF INSURED SAVINGS ASSOCIA- 
TIONS 


Mr. Bent. Thank you'very much, Senator. 
Senator Sparkman. Mr. Bent, we have your statement, but you 
proceed in your own way: 
Mr. Benr. It is not a long statement, Senator, so I will read it and 
see if there are any comments you wish to make. 
365 
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My name is James' KE. Bent. I am president and managing officer 
of the Hartford Federal Savings & Loan Association, Hartford, 
Conn., and chairman of: the. legislation ‘committee of: the. National 
League of Insyred..Savings Assdci iations, in which capacity I am 
appearing today. 

Needless to say, Mr. Chairman and members of the committee, I am 
most appreciative of the ‘opportunity to appear before the Subcom- 
mittee on Housing: Over the years we’ have felt that this committee 
has always.considered and varefully weighed the arguments we have 
presented. 

Before’ commenting ‘upon some of the spec sific issues before this 
committee, I ‘want to take just a moment to place in: proper per- 
spective -our industry’s role in providing economical financing of 
American homes. 

At the end of last year mortgage debt outstanding on 1- to 4-family 
homes totaled about’ $107 billion... ‘Savings and loan associations held 
$40. billion of this debt’ or about 37 percent. .Currently, we are 
financing about 38 percent of sales. 

' The object of our business, as stated in. the charter of all. Federal 
associations, is— . 
to promote thrift by providing a convenient and safe method for people to‘save 
and invest money and to provide for Sound and economical financing of homes. 
That we have supplied economical home financing may be illustrated 
by the following data showing gross return on mortgages and return 
paid on savings during the period 1943-56. 

There has been some comment on the fees, particularly in our in- 
dustry, and you will note in those fees during that period the return 
to our association:runs from a minimum of 5. 1 percent to a maximum 
of 5.6 percent.’ Currently in 1956 it is no-higher than it was in 1943. 
Interest alone ran from a minimum of 4.9 to a maximum of 5.6 per- 
cent. Currently it is 5.2 percent. 

When I'say currently, tH tiiean in 1956. 

At the same time the institutions are paying dividends to their 
savérs, and they have varied from a low of 2.2 percent up to a high 
of 8 percent.in 1956. 

These figures are taken from the Home Loan Bank Board report. 
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We believe this data represents an equitable relationship between 
our borrowing and \savings niembers. , The difference between the ‘ 
interest received and dividends paid is (1) set aside for reserves 
against losses on a total mortgage portfolio composed of 77 percent’ 
conventional mortgages ;. (2) used to pay preniiums on insuranee to 
the Federal Sayings %& Loan Insurance Corp.; and (3) used for oper- 
ating expenses whic h, needless to say, have incre eased substantially: 
during the period 1943-56, and are continuing to increase. 


MORTGAGE INSURANCE CONVENTIONAL LOANS (8. 2791) 


Over the past several years we have felt that there should be a place 
in our system of mortgage credit for an intermédiate pbsition’ be- 
tween self-insuraneé on the one hi ind, represented by the conventional 
‘loan, and on the other, the social insurance represented by the FHA 
and VA. Qur original approach to this problem was njatetially in-” 
fluenced by the success, British building societies, comparable to our 

savings and loan associations, have had with mortgage guaranties ' 
by private insurance companies. 

Under the Building Societies. Act a byilding society, is permitted 
to inerease the normal loan-té-value ratio if. ddditional security 1s 
provided in one of several, permitted forms. One form of additional . 
security permitted by the' act is a guaranty given by an. insurance ' 
company, whereby if the Jender should sustain any loss on theisale 
of property following default by the borrower, the insurance:company 
would refund to the lender that part of the loss which. is’attributable 
to the excess amount:advanced. .The Joan-to-value ratio is 95 per- 
cent for lower cost. hommes. and 90 percent, for tlfost in a higher cate- 
gory, and the premium for a first-class risk is' 714 percent. of the 
excess loan, which carinot exceed 15 percent of thie total loan: 

Senator Busu. ‘That is a‘one-payment premium % 

Mr. Benr.. Yes. 

Senator Busn. A sihgle payment? 

Mr. Bent. Yes. “4 

Senator SparkMAN. And that is made a part of the.mortgage, |, It 
becomes a part of the mortgage. 

Mr. Bent.. I would assume it would be'a part: of the closing costs. 
The fees are like legak fees. [ assume that 1s thé way. it,is handled. 
Lam not certain of that: . 

The system has worked well. in E ngland. In 1955, our. National 
League membership directed that we seek similar arrangements with 
American companies. We found, however, that the insurance com- 
panies either could not, or were not generally ‘ititerested in writing 
policies on loans above 80. percent and we think: 20- percent equity 
o the owner is sufficient insurance of itself. 

As the committee may recall, last year we sought authority *for 
our associations to invest in a private service corporation. designed 
primarily to tap: pension funds, but, with the thought thatithe powers 
of the corporation might be later éxtended to include the furnishing 
of other services to the savings and: loan ‘system. ‘ Here again we.ran 
into difficulties: in the form of an inherent conservatism, of corporate’ 
trustees. Generally speaking, they are not particularly interested 
in néw forms of private securities. .We are, however, continuing our 
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work toward creating an. interest on the part of corporate trustees in 
bonds or debentures secured by home mortgages. e do believe the 
idea of a private service corporation is a good one and if the com- 
mittee so desires, its powers could be specifically limited to providing 
mortgage guaranties,on conventional loans. . -- 
We are supporting the bill currently before the committee which ‘in 
-effect appor'tions risk of loss between: the individual lender and:those 
who participate.in a group arrangement for spreading the risk. That 
support, however, is tempered by'a fear grounded in experience that 
Government assistance, however remote, is usually accompanied by 
detailed regulation which necessarily introduces rigidities in the mort- 
‘ gage credit structure. One of the remarkable features in the pattern 
of postwar h®using starts has been the comparative stability of con- 
ventionally financed: housing. @ne reason for this stability in- con- 
ventional financing. is’ its' ability to’ ‘adjust to changing’ market 
‘conditions. We could not agree té any amendment to this bill.-which 
would have the effect of introducing rigiditiés, into the conventional 
system. ert ane 
A ‘great majority of owr member: associations believe that a 90- 
percent mortgage on a low-cost: home is‘a sound investment without 
additiona] forms of security. The’experience of the Home Owners 
Loan Corp.,'the VA and FHA, plus, our own experienée with con- 
ventional mortgages, adequately’ supports this- belief... We are now 
trying to conivince the Federal ‘Home Loan Bank Board that a higher 
percentage loan on a limited scale on homes under $15,000 is entirely 
in keeping with our,charter objectives of providing sound and -eco- 
nomical home financing, and-should be permitted by regulation. © 


INVESTMENT POWERS, ‘FEDERAL SAVINGS AND LOAN ASSOCTATIONS 


Under section 5 (c) of the Home Owners Loan Act the investment 
powers of. Federal savings and loan associations are limited primarily 
fo “first lens upon homes or combination of homes. and business 
property.” . In: addition, these associations may make loans on the 
security of first;mortgages'on “other improved real estate” not exceed- 
ing 20 percent of assets; jn Government bonds and bonds of the Fee- 
eral Home Loan Bank and Federal National Mortgage Association. 


All other ‘financial institutions including State-chartered savings. 


and loan associations are given. much broader powers to diversify their 
investments... For example, in at -least 14 States, State-chartered as- 
sociations may make équity investments in housing; 37 States au- 
thorize investments in State obligations, and approximately half the 
States authorize the purchase of bonds issued by municipalities and 
other political subdivisions. In most cases the authority to make these 
investments is limited to a-percentage of assets or left to the discretion 
of State supervisory, authorities... 

We recommend that this committee consider authorizing similar 
powers for federally chartered, associations. Diversification is, .of 
course, important to.investment institutions. But even more. in- 

_ portant from the standpoint of housing is the need to bring more 
private capital into the,development of community facilities. . We are 
falling further and further behind in producing schools, streets, water, 
and other facilities that are a necessary part of housing expansion. 
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As holders of 37 percent of the home-mortgage debt, we have a vital 
interest in community development...» We want to be of assistance. 
Our. cities and towns, in a large part, must fitiatce, these needed ° 
facilities by borrowing in tlie ‘capital markets where the lenders’ in+ 
terest is: limited to soundness and yield on the investment. ‘These fac: 


tors are, of course, important toany financial intermediary investing 


the savings of individuals. In addition, our associations have a Stake 
in these communities. 

As a pilot program we would like to see the boatd’ given authority to : 
permit Federal associations to make limited investments in bonds 
issued to finance community facilities in the area where the association 


_is located. If.the committee thought advisable the exercise of such 


authority could be put on a.prior approval basis. 

Under our statutes we cannot make equity investments in lealbie, 
or niake any loans on the security, of ‘unimproved: property. Yet 
one of the bigg gest problems in housing today is finding adequate 
capital to purchase and develop sites for homebuilding. The problem 
grows more.acute as we move out’ from-the larger nietropolitan areas. 

Our associations could do much to alleviate this problem if we were 
permitted to make limited equity investments in‘land for development, 
and sale. We should also be permitted to make’ loans on the security 
of unimproved property, that is to be developed for home sites. 


> 


REMOVAL OF LIMITATION ON INSURANCE OF ACCOUNTS 


The removal of the $10, 000 ceiling on Savings,account insurance , 
would, in our judgment, prodiice a'substantial increase in funds avail- 
able for home financing with only a negligible change in the contingent 
liability of the Federal Savings & Loan Insurance Corporation. 
About 97 percent of all accounts in insured’ savings and loan assécia- ' 
tions are covered by insurance. Removal of the limit would, there- 
fore, increase the contingent liability of'the insurance corporation by 
only 3 percent. 

The present ceiling: presents no preblem to the great: majority of 
our members. It-is an impedimént to the large investors such as the ~ 
pension’ fund trustees. We cannot éffectively compete yield-wise’ for 
these funds. Our main inducement is insurance, but the ‘large investor 
is not partic ularly interested in, a‘$10,000 investment. Consequently, 
the insurance éeiling i is.a block to an indirect inv estment of funds in 
mortgages through savings accounts. 

We are assuming that this committee woiild have jurisdiction 
through: these hearings to consider a recommendation for removal 
of the limitation. In-any event, we believe such ari amendment would 
increase. by one-half billion dollars annually the amount of money ~ 
available from our institutions for financing homes. 


~1 


‘CONVERSIONS, STATE MUTUAL TO STATE STOCK: (S..28 


+) 


S 


The subject covered by S. 2872, namely, conversions and’ insurance 
of accounts in State-chartered stock associations, is now under. con- 
sideration by the House Banking and Currency Committee as a part of 
the. Financial Institutions Act. . As you know, 'thjs att passed the 
Senate and hearings on the measure have been concluded, in the House. 
It is Gur understs nding that the House committee has agreed upon 
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language in marking up the bill that covers:the same subject as S. 2872. 
We would urge this.committee, therefore, to defer action on the bill 
at this time. E: “rice Sel 
s i : , # ‘ oa 
| MAXIMUM MORTGAGE AMOUNTS, SECTION 203 HOUSING . (SECTION 101, 
Ri 8. 3899.) 


"4H 
t 4 


We question: the wisdom ‘of, increasing the maximum, mortgage 
amounts under section 203 housing to $30,000 for a single-family 
dwelling. Despite the postwar inflation in housing, the $30,000 home 
is still in the luxury class.and we are opposed to extending the benefits 
of the FHA insurance, program: to those who can afford this type of 
housing. °., “arse et 

Senator Sparkman. Thank you very much, gentlemen. 

Mr. Bent. Senator Sparkman, we also have prepared what we call 
a Blueprint for the Future, which is a program ‘sponsored by the 
National League. I would like tosubmit it for inclusion in the record, 
if it meets with your‘approval. 

Senator Sparkman. Thank you very much. We would be glad to 
have it. (Sée p. 375.) 

Senator Sparkman. Mr. Braman, do you have a separate statement ? 

Mr. Braman. No, sir. I-am just here accompanying Mr. Bent. 

Senator Sparkman. All right.. Senator Capehart. 

Senator Carenart. I do not believe I have any questions. 

Senator SpakKMAN. Senator Bush. 

Senator Busu. Mr. Bent, on page 2 you have an interesting table 
showing how the interest raté return on mortgages had remarkable 
stability ‘through periods of easy money and tight money. In fact, 
in 1943, fhe. interest rates generally were very. low, as they were all 
throughout ‘the war. ‘They were actually suppressed by the action 
of the Government at that timé. - Yet the interest. rates at the end 
of 1956, which.was a,very active business year with a great demand 
for money, were'just about'the same as they were in 1943. 

_ _ Have you any. comment on that? How do you maintain that high 
degree of stability in buying mortgages? 
Mr. Bent. Well, Senator Bush, that is a very fine situation which 
exists in our institutions, but at the,same time it creates a considerable 
amount of difficulty. If you will note as a comparison between the 


', Interest rate'and the dividends, the variation is more radical, which * 


“is one of the: problems that our institutions have been confronted 
with. | 
Senator Busu. But;everi the latter has a good deal of stability to it. 
Mr. Bent. Yes, they'do. It may vary from time to time. “These 
_ Yates are pretty stable, because.as an institution goes, it has a portfolio 
of 20- to 30-year loans, and'as rates vary in relation to Federal Reserve 
policy, etc., they will vary very radically. When I say radically I 
méan as much as 1’ percent in a period of a very short time. Those 
rates, however, apply only to:loans made. The portfolio of any in- 
stitution does not change. radically over a period of years, It takes 
| Sor 10 years to radically change average rates. 
_ Senator Busx. What is ‘your experience in new accounts and addi- 
* tion to old or thrift accounts? ‘What do you call them ? 
_. Mr. Benr.' Our savings accounts. 
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Senator. Busa. Yes.. You call them savings accounts? 
Mr. Bent. Yes. 


_ _ Senator Bus. What is the experience in thé first 4 signed of 
‘this year, as against last year? 

| . Mr. Bent. I would say nationally it is much improve ed over what 
it was last year. In my own institution, for example, up in Hartford, 

contrary to the general economic picture in New England we showed 
substantial increases last year, in contrast to every institutian in’ New 
England, without exception. This year we are actually doing better. 

Senator Busi. So you ,are doing better in accumulating : savings 
accounts and adding to them? 

Mr. Bent. Yes. But the loan volumé is a little different. Wé are 
having difficulty in génerdting home loans on a proper basis. 

Mr, Braman. May I say that in the first 4 months of this year, 
Senator Bush, savings were up 35 percent over last year. 

' Senator Busn. In the whole system ? 

Mr. Braman. Inthe whole system. 

Mr. Ben. May I speak to your interest-rate question for a'mo- 
ment, Senator? Twill speak of my own institution: 

During this money crisis that startéd a couple of years ago, the 
interest rate went from 4 percent, which wis the basé rate 2 years ago 
in our institution, to a 6- percent average rate, about 5 or 6 months 
ago. It, has now gone to 514 percent, and will probably be at 5 per- 
cent very shortly. But even with that radical change from 4 to 6 and 
back to 5,.the average rate of our portfolio did not vary more 
than two-tenths of:1 percent. It is currently 4.9 percent. That is 
the mortgage portfolio in our institution. 

. Senator Busn. Going to page 5; do I understand you are limited 
now to 80 percent of the value-to-loan ? 

Mr. Bent. On conventional mortgages, 


Senator Busu. And you think that limitation ought to be raised to 
90 percent ? 

Mr. Benr. If it were raised to 90 percent we would certainly be able 
to serve a very much larger portion of the market. Experience has 
indicated that the risk is not as. great as we assumed it might be in 
going over 80 percent. 


Senator Busn. Is that 80 percent currently fixed by the board, or 
by law? 

Mr: Bent. It is fixed by our association. The 80 percent. is. fixed 
by the board and by regulation. The institutions themselves, of 
course, fix that 80 per¢ent as an amount for appraisal, and it has 
nothing to do with the sales price. 

Senator Busu..Does the board have authority to. make that in- 
crease from 80-to 90 percent under existing law ? 

Mr. Bent. They do. | 

Senator SparKMAN. Senator Btsh, you may not have been: here 
when I asked Mr. Robertson of the board if they were giving con- 
sideration to increasing it, and he said it was under consideration by 
the board. He pointed out there was a tendency toward increasing 
it.. He used as an example the law just passed by New York State, 
which does raise the’level on which State associations may operate. 

Mr. Bent. Yes. They already do. 
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,I would like to make a comment here. Mr. Martin spoke before 
this committee last week, I: beliéve, and he was not very favorably 
inclined toward this sort df loan. 

Senator Busu. You mean toward an increase. 





Mr. Bent. Toward the insurance program, and the increase to °— 


90-percent loans. The contingent liability would be substantially 
increased. Literally in niy opinién' they would not be.__The risk is 
totally there now, and if an insurance program conventionally financed 
through: our organizations were established, special ‘reserves of one 
type.or another would be set-up, which are not existent today, and 
which I feel would vastly strengthen the system as a whole, and 
more ‘than offset the additional risk assumed by a 10-percent increase 
in the amount of the. loan. 

Senator Busu. Over on page 6 at the bottom you speak of-a pilot 
program. You'say:*. 9 |" 


As 4 pilot program we woild like to see the board given authority to permit 
Federal associations to make limited investments in bonds issued to. finance 


community facilities in the area where the association is located. 
That would:mean if the ¢ity of Hartford wanted to issue municipal 
bonds for local improvements—— : 

Mr. Bent. Or an extension of sewer lines. 

' Mr: Braman. Or streets. 

Mr: Bent. Or a metropolitan district, as we have in our area, as you 
know, Senator Bush. 

Senator Busu.. Is.this special-purpose financing you are speaking of, 
or would it apply to, almost any municipal offer? 

Mr. Bent. That is why we indicate a pilot program. We think if 
you'would like to have it, for’ those:things, that would create housing 
facilities or services for those,;we would not object to those limitations. 

Senator Busu. You are estopped now from buying municipal bonds. 
You cannot buy municipal bonds now. 

Mr; Bent. We can buy nothing but Government securities. 

Senator Busw. Would not.municipal bonds be available on such low 
interest rate returns that they would not really interest you? 

Mr. Bent. That is true. 

Senator Busu: Then why are you promoting this idea? 

Mr. Bent. Because it would assist us in opening up areas in which 
we could be interested. In other words, we would be perfectly willing 
to make an investment at, 21/4,-percent yield in order to get facilities 
opened up, and open up a lending area and create homes which would 
bring in a. riormal return. It does have the effect too of a liquidity 
improyement and, of course, liquidity is always held at a much lower 
rate than a long-term: investment. 

Senator BusH. Give us an:example in our own home area of how 
this thing will work in your judgment? 

’Mr. Ben. I can give you a very'definite area. Take the town of 
Bloomfield, wlhiich,.as you know, is a nice residential area which has 
been underdeveloped .because it lacks sewers and the soil conditions 
would not. accept septic:tanks. The FHA got into a great. deal of 
difficulty: there. and finally ,banned jt because they were unable to 
finance homes with.septic tanks. 

Senator Buesn. Why did not Bloomfield go ahead and put in its 
own system? 
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Mr, Bent. They did not have the money. It would have to come 
under. the metropolitan district, and the facilities needed were not’ 
there. They are there today because the Connecticut General went 
im and put in lines which are now feeding the'area, and the area is 
developing. If that had not happened, we would have been willing, 
most institutions in. the area, to subscribe those bonds, the metro- 


politan district had and wished to issue, in order to open that area, 


‘ which would, make a fine investment for any building institution or 


savings bank, or savings and loan sissociation. 

Senator Busu.. What I do not see is why, if the bonds are good and 
Bloomfield’s condition called for a Sewer system—why they could not 
sell.them now or at any time in the last. 10 years? That town does 
not havé a bad creditrating, does it ? | | 
Mr. Benr. No. -That.is true. ° They could do that.. But..we could 
apply and we will have to go to-an area we want to if we are willing 
to take the bonds. The return on the investment is an. important 
thing, also. The investor looks at it solely from the security stand- 
point; and the income. As a business we would’ be concerned, of 
course, but- we would be willing to take less return in order to. get 
this accomplished. Our overall return from the area would be aver- 
aged out. 

Senator Busn. I still do not quite see why, if the area should be 
developed and there is a good reason to do it and the town wants it 
done, why the town cannot finance its own community facilities ex- 
pansion undér existing conditions? 

Mr. Bent. Bloomfield’ has never been able to «fford the cost with- 
out the assistance and backing of the metropolitam district, and appar- 
ently they have not been able to get it.. I have come before them and 
met with them, and I tried to get it through. I have the same prob- 
lem in Windsor. 

Senator Bus. What you are saying is, you would be in a position 
under your proposal to step in and do this job ? 

Mr. Bent. We could encourage them, because we could say we 
could underwrite so many dollars for a sewer in this area, or water 
lines in this particular-area, and they would say, “Well, if we could 
raise the funds at certain rates we will do it.” 

Senator Busu. Do'you think there will be any objection to your 
proposal from thé lending institutions. who do customarily finance 
municipalities ? 

Mr. Ben. I do not see why there should be, because we actually 
would not put in a sum large enough to be of concern to the major 
investors. It. would merely be an added program in which we could 
get new housing; where these investors are not interested in going 
into it. 

Senator Busu. It would be very spotty and small deals? 

Mr. Bent. Yes. 

Senator Busu. The fact that the interest rate would be tax-free is 
of no special inducement to your association, is it? 

Mr. Bent: As yet, no, but there probably will come a time. As 
you note from the chart, there are periods when our reserves can 
increase 12 percent, and they would be taxable. They are of some 
interest to itistitutions today because they are being taxed. 

Senator Busu. You are not privileged to make equity investments 
now, are you? 
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| Mr. Bent. Senator, that» has caused’ a substantial problem, and we 
have had some violations that, have been winked at b the Board in 
order to get housing accomplished. We are not allowed to make a loan 
on a piece of undeveloped or unimproved property. A builder will 
go in and build 100 homes dn an unimproved piece of property. How- 
ever, we are prohibited from thaking a loan on it because it is unim- 


proved. What we have doné is given commitments and worked , 


through commercial banks, using a: very complicated system, in order 
eee: Leigh’ sit 

' ‘We cannot. under any circumstances finance the improvement of 
_ that land, which must be done in order to build house No. 1, until we 
get the’ house on there. Until we get the house there. we cannot put 
the streets and sewers in, and the water, and so forth. Obviously it 
has to be done pridr. to the construction of the homes, and we think it 
is a good investment. Under the control of a financial institution it 
would be much better than under the control of builders. who many 
times go broke before they get started. 

Senator Busu. The éxtent of.the privilege which you want would be 
confined to operations of'that kind? 

Mr. Bent. Solely. Yes.’ They are community developments for 
housing programs. 

Senator SparkMAN. May.I suggest: in that connection, a couple of 
years ago you hada proposition something like that. It seems to me 
the committee decided that those were too wide open. 

Mr. Benr. Yes. 

Senator SparkMAN. I wonder if it could not be done in such a way 
as to tie it to the particular project. | In other words, let there be an 
obligation on your paft to the builders to this commitment, so as to 
limit your. participating. in ‘tliis thimg to projects that you actually 
have a commitment on. 

Mr. Bent. In which we have the commitment for homes which are 
to be built. | 

Senator SpaRKMAN. Yes. 

Mr. Bent. Yes: . That;is precisely the major problem. 

Senator Sparkman. I believe the other time we had it it was wide 
open. 

Ms. Bent. Yes. They wanted to be able to buy themselves, and to 
build. 

Senator Busu. If you did make such an equity investment in the 
development to get the property ready, then you would have an equity 
investment in it at the time house No. 1 is built. 

Mr. Bent. Yes. 

Senator Bus. How long will you maintain your equity investment 
in that property? | 

Mr. Bent. Actually, we have stretched the regulations in our own 
institutions in order that we can’ get'a house built on a corner and 
make,a loan on that little $10,000 house, which has 10 or 11 acres of 
ground, which is ridiculous, but it covers the regulation. In that way 
we have advanced funds for the land and its improvement. We have 
been paid back as each house has been turned over. It is not an ex- 
tended thing, but a short-term thing. 

However, we have made funds available so that the builder does 
not have to use all of his money for site improvement, but can use his 
money to put.in the homes. 
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Senator Busu. So your investment in equity is distinctly a short- 
term one. 

Mr. Bent. Yes, sir. Very short term. It only would be for the 
duration, till the completion of the project—the construction of the 
project—and its sale. : 

Senator BusH. We were discussing yesterday this question of the 
$30,000 limit for a single-family dwelling. You say. you are opposed 
to this as being in the luxury class. Why.are. you opposed to it? 
Because it is in the luxury class? 

Mr. Bent. Frankly, I think it is unessential. 

Senator Busu. Not necessary ? 

Mr. Ben. We make FHA loans in quite substantial volume and we 
find when we get: to $25,000—$22,000, $23,000; $24,000, and up to 
$25,000, and I would say $25,000 is the breaking point—the attractive- 
ness of a conventional loan over FHA is far too attractive to let go. 
So that people will get the 20 percent and usually have it'when they 
are getting into that type of investment, in order to.save that half of « 
1 percent insurance charge that FHA makes. » Also, we will give them 
the same rate basically. 

Senator Busn. So you really think there is not any justification for 
it,as far as the market is concerned ? 

Mr. Bent. In 25-years I have found when we get to a certain -break- 
ing point of income, and it has varied up and down in the years, that 
has always been the case. When they get. to.a point of a certain 
income group or groups, they can always raise the 20 percent in order 
to get an '80-percent conventional loan, rather than go to FHA and 
have to pay the additional insurance charge. 

Senator Busw. Thank you, Mr. Chairman. 

Senator SparKMAN. Thank you, gentlemen. 

Mr. Bent. Thank you very much, Senators. 

Senator SparKMAN. It was a very helpful statement that you gave 
us. 

(The following was submitted for the record by Mr. Bent :) 


NATIONAL SAVINGS & LOAN ‘LEAGUE 
BLUEPRINT FOR THE FUTURE 


(A forward-looking program of action designed to méet the needs of the say- 
ings and loan business in a growing economy. Presented td the League’s 14th 
Annual Convention in Boston, Mass., and unanimously adopted on June 20, 
1957.) 

“Down the ages the capacity to anticipate and.to discount bad ideas and the 
capacity to sense in advance and to appropriate good ideas, without waiting 
for'events to indicate their badness or their goodness, has been considered the 
supreme achievement of man as a thinking animal.” 


FOREWORD 


The basic aim of this report is to emphasize the development of savings and 
loan services and facilities consistent with our growing economy. No effort is 
made, however, to give exhaustive treatment to the subject. Emphasis is placed 
upon révisions in our legal and regulatory framework that make economic sense. 
No inference is intended that possibilities for improvement of services within the 
limitations of existing law have been exhausted. 

Full utilization of exisitng powers and continuous development of new operat- 
ing techniques and public relations programs are important. They. are not, 
however, a panacea for the challenge of the future. 








376 .' oy) TBQUBING ACT. OF 1958 


The chairmen of the committees of the National Savings & Loan League are 
indebted to many persons, ‘in private, and public life, who have cooperated in 
the preparation of this report., 

The basis for many of the recommendations contained herein is the Federal 
Home! Loan’ Bank System committee report prepared under the direction of 
James E. Bent, chairman. 

For economic backgréund and projections necessary.to the establishment of an 
enlightened program for savings and loan development, we have had the béne- 
fit of comments made by, specialists participating in economic panels sponsored 
by the National League... 

Panel .members included: “Dr. ‘Lester ’V. Chandler, Rentsechler professor of 
economics,.department of economics and sociology, Princeton University ;- Dr. 
David Fand, committee for economic developnient ; Dr.’ Ernest. M. Fisher, pro- 
fessor of urban land: ¢conomics, graduate school of business, Columbia Univer- 
sity; Dr. Raymond W. Goldsmith, ‘member, “research staff, National Bureau of 
Economic Research; Dr. .Henry: ©. Hoagland, professor of business finance,’ 
Ohio State University and consultant to the National Savings & Loan League; 
Dr. H. E. Luedicke, editor, New York Journal of Commeérce; Dr. Gordon W. Mc- 
Kinley; chief economist, Prudehtial Life Insurance Co.; Dr. Robinson Newcomb, 
economic consultant,, National Savings & Loan. League; Dr: Edward S. Shaw, 
professor: of' economics, department’ of economics, Stanford University. : 

Needless to say; We are also indebted to Harold P. Brannan, executive man- 
ager ofthe league — his staff for their valuable assistance in the preparation 
of this nents 


THE CHALLENGE OF THE FUTURE 


America today is prosperous, with employment, production, and purchasing 
power at record levels. A wide range of economic indicators suggest that we 
can achieve continuing prosperity in the decade ahead. 

Inherént*in this optimistic note are certain qualifications. We cannot assume, 
for example, that all sectors of the economy. are going to share equally in this 
eontinuing growth. 

Fifty years ago, any'time one sec tor of the economy had trouble, the economy 
as a whole staggered. Today, no sector by itself represents as much as 10 percent _ 
of the economy. We can have difficulty in 2 or 3 sectors’ and still have a rela- 
tively stable economy, something that was impossible 50 or even 30 years ago. 

It would be a great mistake to asSume that the future of the savings and loan 
business lies in the successful defense of its established position. In today’s 
economy, to stand still’ is to fall behind. 

Difficult challenges will be posed as we move.along. Some are already mani- 
fested in current trends. , Although available.estimates indicate that the percent 
of personal income: saved will’ remain stable in the years alread, substantial 
changes are occurring in the form of savings. These changes, developed further 
in another section of this report, présent a major challenge to our business. 

On the investment side, the probleths ahead could become even more formidable. 

Possibly 60, percent of the in¢reasé in eutstanding mortgage debt- since 1940 
has been the result of the;decline im the: value of.the dollar. In 1940, outstanding 
mortgage debt-totaled $18 billion; it now amounts to $100 billion, . Had there been 
no-inflation; outstanding. mortgage debt now would total about $50 billion. 

If inflation is checked, and construction costs held relatively stable, this might 
reduce the net new flow of money neeided-to finance home building and home buying 
by moreithan 50 percent. With stable prices, a home transaction volume of $55 
billion: (about ‘$22 billioh in new and $33 billion in old homes) could be handled 
with about $8 billion in‘net new funds as compared with the $12.4 billion needed 
to handle the $42'billion ($18 billion new and $24 billion old. houses) in trans- 
actions in:1955. 

Ten years from now the mortgage debt ‘may approximate $165 billion.’ If only 
18 percent is paid, or prepaid in that year (in contrast to the 21 percent paid 
in 1955), payments on principal would come to, about $30 billion. If total’ mort- 
gage writing cémes to $38 billion, with. stable prices, the net new funds required 
would be $8 billion—36 per¢ent less than was required in 1955. 

If inflation. continues, at say 2 pereent per year, and the $55 billion in trans- 
actions requires over $80 billion in 1967, dollars, the net new requirements for 
funds might come to $25 billion, not $8 billion. 

In case inflation continues, savings'and' loan associations will be hard pressed 
to get adequate savings. But if inflation is checked, savings and loan associations 
may sorely need opportunities to diversify. 
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A less tangible but far more alarming trend is the apparent willingness of many 
savings and loan‘managers to seek to relinquish traditional managerial functions 


’ to Federal control. One eminent scholar of government has said that, “the great- ° 


est error of our times is that we have given to political employees the coercive : 
power'to make us conform to their ideas of what is good for us.’ 

The National Savings & Loan League has long been the most potent force: (at 
times, the.only force) working to restrain this movement toward further Federal 
control. This fact.is a tribute to the foresight and judgment of ‘members of the 


. National League. 


Another thallenge not.only to the savings and loan business but to all indus- 
tries connected with housing and.credit is‘ elimination-of the inconsistencies 
between Federal credit and -monetary policies on the one hand and housing policies 
on the other. One phase of the problem of particular importance to our business 
revolves around the credit functions of the Federal Home Loan Bank System. 


. This is the subject of a specific recommendation. 


In summation, prospects for the next decade are good, but only for industries 
whose leaders have imagination and above all, a capacity for adjustment. 


COMPETITION IN THE DECADE AHEAD 


“The next 10 years will separate the men from the boys.” ; 
Mark these words well. They came from a top authority on the financial scene 
and one of the Nation’s foremost economists. ‘He was speaking about the competi- 
tive situation on savings. Significantly, his blunt appraisal of the competitive 
struggle in the decade ahead was endorsed by other authorities participating 

in our economic panels. ° 

The bulging demand for credit from all sectors of our dynamic American 
economy ‘in.relation to total savings, is, of course, the. principal reason for the 
present intensive drive by banks, insurance companies, and other groups to capture 
savings. The Government too, is in the act—witness its energetic efforts to sell 
savings bonds. -With-greater economi¢ expansion on .the horizon, repositories 
of savings will leave no stone unturned to curry favor with the American saver 
in the next 10 years. 

Three clear and definitive trends are‘on the savings horizon. They spell prob- 
lems for the savings and loan business. They are: 

1. American savers are changing their attitude toward where they place their 
savings. After the great depression a family*man put his “rainy day” cash into 
a savings. account. Today, an effective nationwide public relations program is 


. Slowly but surely persuading him to buy-a piece of American industry through 


the purchase of stock. Because of our prosperity, he is willing to risk a flyer in 
the market. Look at’the endorsements on your withdrawal checks. 

As a result of the efforts.of the stock exchanges,- mutual funds, and investment 
trusts,.the flow of money into thé market jumped to $6 billion.in 1953. In 
1955, Americans poured $9 billion into stocks and bonds and private pension 
funds. In 1956, the total reached $11 billion. Mutual funds are spending‘ mil- 
lions:in promotions aimed at the middle-income group—the very group that forms 
the backbone 6f the savings and loan‘business. 

In 10 years’ time, the mutual funds have skyrocketed from investments total- 
ing $168 million in 1947 to.$914 million last year: So far this year they gained 
20 percént over 1956. 

2. Fringe benefits—another postw ar public relations eatelr ord—has produced 


‘an amazing revolution in. the wage and savings pattern of the Nation. Workers 


today would rather have a pension plan than a wage boost. A few years back, 


: “cash on, the barrelhead’” was the demand. Compulsory and contractual savings 


are assuming telling importance in the savings situation. 

Like the stock market, pension. funds and social security operations are at- 
tracting funds which would normally flow into savings. 'The latter have the jump 
on other mediums because they get .their shares before the individual worker 
pockets his paycheck. Here’s an example; According to the Iron and Steel In- 


Stitute, for every $10 paid by the steel industry in salaries and wages, $1 goes 


into pension plans and social security. In fact, compulsory and contractual 
savings now exceed what used to be the total amount of voluntary savings. 
Pension funds alone are currently taking:a greater share of savings than onvings 
and loan associations. 

8. Last but certainly not least, banks and other financial institutions are 
currently neck deep in the fight to attract savings ‘customers. . With increasing 
pressure for credit and a better earnings position, banks are commonly raising . 
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interest rates in the scramble to igle: up daisies They too, have joined the 
parade in forcefully telling their story to the American wage earner through 
an effective public relations program. 

How well the banks are doing is illustrated by the $800 million gain in savings 
they registered in January as compare with a $333 million gain for savings and 
. loan associations. Banks attracted 0 million in February as compared with 
$314 million for our business. 

Vigorous competition is here to stay. In 1955, roughly: 30 percent of personal 
savings went into savings and loan associations: Last year, only 25 percent. In-. 
dications are that this may drop further in 1957 to 20 percent.. If this ma- 
terializes, the savings and loan business may lose one-third of the. appeal it had 
in 1955. | 


BLUEPRINT FOR THE FUTURE 


How shall we meet these challenges? bert 

As' previously noted, full utilization of ‘existing powers and continuous dev elop- 
ment of new operating techniques and’ public relations programs, though im- 
portant, are not the complete'answer. Current trerids and economic projections 
over the next few years clearly indicate the nec éssity for revision in our legal 

‘ and regulatory framework in order that our business may compete effectively and 

provide services and facilities consistent with our growing economy. 

The following recommendations, with basic reasons for their adoption, are 
designed to accomplish these objectives : 

Recommendation No. 1.—There should be created, either privately or within 
' the framework of the Federal Home Loan Bank System, a secondary market 
facility to expedite the purchase and sale of conventional mortgages between 
member associations. 


System facility 


Thé Federal Home pae Bank Board has under active study, methods by which 
the Bank System may be itilized as a secondary mortgage market. The National 
League and its member associations commend the Board for its efforts to broaden 
System facilities and pledge full cooperation in making a satisfactory plan work. 

Any plan which facilitates the movement of long-term savings into the mortgage 
market and facilities the movement of mortgage funds from capital surplus to 
capital deficit areas, would greatly enhance the ability of the Federal Home 
Loan Bank System and its member institutions to provide housing for the Ameri- 
‘can people. 


Private facility 


The National League has, ‘in addition to urging expansion of System facilities, 
recommended the creation of a private corporation ‘for the immediate purpose 
of tapping ‘pension funds and other capital accumulations of institutional inves- 
tors. Specifically, the plan calls for amending the Federal Home Loan Bank 
Act to permit associations to. purchase stock in a private nonprofit corporation. 
The corporation would be established and directed by participating associations. 
Associations desiring additional funds might either, (1) borrow from the corpora- 

‘ tion, giving as security notes secured by mortgages ; or (2) sell mortgages out- 

right to the corporation. The corporation would then issue debentures secured 
‘either directly or indirectly. by one plus its capital stock subscribed by 
participating associations. 

In addition -to: its ‘immediate purpose of marketing debentures ‘attractive to 
long-term: investors, the. corporation might, with the approval of the Federal 
Home Loan Bank Board, perform’many' other useful functions for the savings 
and loan business, including. insurarice of the area of greatest risk in liberal loans. 

The National League has formally presented its proposal for a private facility 
to appropriate congressional committees Where it was favorably received: The 
proposal’ was,'of course, new.; and new ideas are not generally adopted without 
going through an educational process. \ 

Recommendation No. 2 2..—Selective control on advances from the Federal home 
loan banks to member institutions should be terminated. | 

On September 7, 1955, the Federal Home Loan Bank Board-advised the regional 
iFederal honie loan banks to adopt the following policies with respect to advances 
to member: ‘institutions : 

’ : '(1) Advise each'member that a loan program should be followed, that contem- 
plates meeting loan'demanids out of sayings and loan repayments. 
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(2) No advances should be made for the purchase of Government securities 
nor for the purchase of loans. 
(3) A reasonable reduction should be required before renewal of outstanding 


advances. 


' Under directive 1 above, a primary function of the Federal Home Lean Bank 
System (facilitating the flow of credit into the construction and maintenance of 
American housing) was abruptly terminated. Subsequently, on December 13, 
1955, the absolute restriction was lifted and normal credit lines reopened to a 
maximum of 10 percent of an association’s withdrawable capital. On September 
30, 1956, the figure was raised to 12% percent, bringing credit lines back to 
one-half of what they were prior to the September directive. Meanwhile other 
claimants upon the pool of savings, except credit for stock purchases, continued 
to compete under general credit controls, i. e., the price mechanism. 

Neither experience nor informed opinion runs counter to the -proposition that 


‘ general credit controls have a disproportionately severe effect on the housing 


industry. If this factor is discounted, the housing agencies (Housing and Home 
Finance Agency, Federal Housing Administration, and Veterans’ Administration) 
are the more appropriate authorities to determine whether over building exists 
and if so, how to deal with the situation by manipulation of loan-to-value ratios 
and loan terms. 

Aside from the above considerations, the Federal Home Loan Bank System 
can never adequately perform its statutory function of facilitating: the flow of 
credit into housing sé long as credit. lines for this purpose can be abruptly 
terminated or seriously restricted for all member associations. 

Recommendation. No. 3.—Savings and loan associations should be permitted 
to pay variable dividends. 

Except for savings and loan associations, both business and Government com- 
pensate investors according to the value of their contribution. Our competitors 
for the savings dollar, including the United States.Government, pay highest rates 
for lump-sum long-term investments. 

When the Government sells bonds, the rate of interest is always geared to 
the time the bonds are to be outstanding. Generally speaking, the longer the 
term of bonds, both Government and corporate, the higher the interest rate. 
In the case of E-bonds, rates are meticulously graded throughout the entire life 
of the bond. Only when the investment stands for the full period of nearly 10 
years does the investor receive the full 3 (now 314) percent yield. Any cashing 
of the bonds before that time results in some sacrifice of interest rates. . 

In many areas of the country savings and loan assoeiations are at a competitive ~ 
disadvantage because of their inability to implement basic investment principles. 
In many cases the result has been an across-the-board uneconomic increase in 
dividend rates. 

Variable dividend rates do not violate the principle of mutuality, so long as 
we treat alike all members of each class of investors. 

Recommendation No. 4.—The investment powers of savings and loan associa- 
tions should be broadened. 

Diversification is important to investment institutions, as well as to corpora- 
tions organized to produce goods for the market. Other investment institutions, 
such as savings banks, commercial. banks, insurance companies, pension funds, 
mutual investment funds, are able to. diversify their investments. This makes ~ 
it simpler for them to keep their funds employed, and to shift as.market demand 
and supply shifts. 

It is not: to the advantage of the economy, nor fair competition for ‘savings 
and loan associations, to require them, and them alone, to restrict their invest- 
ments to one phase of consumer credit—mortgage credit. Consumers would 
benefit, the economy would be strengthened, and savings, and loan associations 
would be in a better competitive position if they were able to serve constmer’s 
installment as well as mortgage.needs. 

As. previously noted, if inflation ‘is checked and construction costs remain 
relatively stable, savings and loan associations may sorely need oppertunities 
to diversify. 

We believe it wise to be prepared for an easing of inflationary pressure. Sav- 
ings and loan associations, therefore. should be legally able to diversify their 
investments, should the flow of savings exceed’ that needed to meet savings 
and loan:associations’ share of mortgage needs. 

In the 72 years from the end of the Civil War to. the beginning of .World 
War II, consumer prices rose in 31 years and dropped in 41. y Taking out the 
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' years 1913-20, from 1867-1913 they rose in: 24 years and Schumann in ‘41. They. 

" ' were lower in 1913 than in 1867. They rose from 1913 to 1920, dropped in 1921, 

fluctuated until 1926, and then dropped again. Except for the period of World 

. War I, prices tended to remain relatively stable or drop, and families could 

depend on savings: and,loan associations asa place to invest, not only from 

the standpoint of safety but ‘also from the qjeuroete of protection of the real 
value of the money invested. ‘ 

‘The 'story since World War II has not repeated the experience following 1865 
or 1918. Bleven years after 1867, a year of peak prices, retail prices were down 
\ possibly 25 percent. Eleven years after 1920—the year of peak prices following 
World, War I—retail prices were down 24 percent. They are now 51 percent 
above the level reached 2 years after World: War II and 76 percent abové the 
level of 1944,. And they are still rising. 

Families niay, accordingly, look with more favor than previously on invest- 
ments: that give them protection.against a declining dollar. Savings and loan 
associations will need niore latitude in their investment powers even if,inflation 
is checked, because of the fear of inflation that is now gaining ground. 

Recommendation No. 5.—The Federal Home Loan Bank System should be 
given a status in the Government comparable to that of agencies performing 
similar functions: - 

This: recommendation: is in complete accord with the underlying philosoptiy 
of our Government, that the money and' credit facilities of the country shoul 
- be free from Administration domination.. With the exception of the Federal 
Home Loan Bank Board, most; if not all, comparable agencies have independent 
status, reporting directly to the Congress and to the President: The Federal 
Reserve System, the Federal Deposit Insurance Corporation, and Comptroller 
of the Currency have, and exercise, the .right to submit legislative and budget 
requests directly .to Congress without clearance by the Bureau of the Budget. 
They establish salary schedules for their personnel independent of the Civil 
Service Classification Act. 

There ‘is substantial evidence that Congress intended to give the Federal Home 
Loan Bank System a status comparable ‘to the Federal Reserve System by the 
enactment of' section 109 (Independence section) of the Housing Amendments 
of 1955. The meaning of.this section, however, is not clear. Legislation. to 
implement the recommendation will probably be required. 

The National League has formally raised the question with appropriate con- 
gressional committees, and prospects for legislative implementation appear fa- 
vorable. ' 

Recommendation No. 6.—A. study should be undertaken promptly which would 
provide an acturial basis for, determining the underwriting liability of the Fed- 
eral Savings'and Loan Insurance Corporation. 

There is no magic in the. present’ formula (one-twelfth of one percent of 
savings accounts plus creditor obligations) for computing premium cost. It was 
not determined upon any acturial basis, nor has the proper concept of the pur- 
pose of insurance of accounts ever been clearly established. Should its proper 
purpose be to insure shareholders against losses resulting from the day-to-day 
institutional casualties occasioned by mismanagement, local disaster, defalca- 
tion, and other similar casualties? ‘Or should it be to insure against ldsses 
occurring on a major scale incident to economic or’ other widespread disaster? 
These are questions of basic and coritinuing concern to all insured associations. 

It is unrealistic to adopt; the latter concept of insurance. No insurance com- 
pany, public or priv ate, could provide any real protection against a major economic 
disaster. 

If protection against normal institutional failures is the proper concept of the 
purpose of insurance, existing premiums appear to be excessive. For example, 
through June 30, 1956, the total amount disbursed for insurance losses was about 
2 percent of the Corporation’s cumulative. gross income.’ The Corporation’s. total 


income for the fiscal year 1956 alone was approximately 5 times as great. as all - 


losses during the 22-yéar history of the Federal ' Savings & Loan’ Insprance 
Corporation. 

Such a study should also explore the necéssity for having any insurance limi- 
tations upon individual accounts: On the basis of available figures, the removal 
of'the limitation would not increase to any appreciable extent the liability of 
the Federal Savings & Loan. Insurance Corporation. 
| Recommendation No. 7.—Supervisory and insuring functions should be removed 

from the Federal Home Loan Banks and placed’ undet the control of the Federal 
Home Loan Bank Board. 
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On May 17, 1956, the President: submitted to Congress Reorganization Plan 
No. 2, providing for the separation of the Federal Savings & Loan Insurance 
Corporation from the Federal Home Loan Bank Board. The Bureau of the - 
Budget appeared before appropriate congressional committees with a number of 
reasons why Congress should allow the plan to ‘become effective. It pointed jout 
that the bank presidents who act as supervisory agents are recommended by 
the board of “directors, a majority of whom are elected by the member institu- 
tions; i. e.,.the organizations -which, are to be supervised. It argued that the 
selection of supervisors, even indiréctly by the associations: to be supervised, 
may create a conflict of interest.- On this point the Subcommittee on Housing 
of the Senate Banking and Currency Committee recommended that : 

: “The Home Loan, Bank Board should take appropriate steps to provide itself 
with a staff of competent supervisory agents responsible to the Board and divorced 
from: any connection with the institutions being supervised. It is',recognized 
that an adequate. staff of supervisory agents cannot be acquired and trained 


- within a brief period and. it, therefore, recommended that the Board, in con- 


sultation with the Congress, establish a reasonable time limit within which this 
proposal can be accomplished. ‘The possibility of combining the examination 
function with the supervisory function should. also be explored.” 

So long as the situation.which gave rise to the Bureau of the Budget’s criti- 
cism remains, the savings and loan system is vulnerable to further criticism. 
The situation may also be used as justification for submitting: additional. re- 
organization plans. drafted by officials unfamiliar with the savings and loan 
system but well oriented in competitive areas. 

Aside from these practical considerations, a more cogent reason éxists for re- 
lieving the bank presidents of supervisory burdens. The credit and banking 
functions are sufficiently important to require the full services of a bank pres- 
ident. Furthermore, the expansion of bank services as envisioned by this report 
would add additional responsibilities. 

The National League has already had an opportunity to express formally its 
views on this question,.and the Banking Committee’s recommendation quoted 
above is indicative of some progress. The real problem. and this too received 
recognition in the committtee’s recommendation, is the inability to acquire ade- 
quate supervisory agents within-the limitations imposed by the Classification 
Act, applicable to the Board but not to such credit and banking agencies as the 
Federal Reserve Board, Federal Deposit Insurance Corporation, and’ the Comp- 
troller of the Currency. The ‘problems imposed by the Classification Act are 
covered in another section of this report. 


PRINCIPLES’ GOVERNING RELATIONSHIP: BETWEEN OUR LEAGUE AND GOVERNMENTAL 
AGENCIES 


After.careful study, we’ submit ten principles which we feel have been the 
distinguishing characteristics of our trade organizations in dealing with govern- 
mental agencies. They will be the guiding bench marks in obtaining approval 
of this blueprint and any other programs adopted by this league. 

(1) We try to.foliow the basic axiom of hum&’n relations that the most success- 
ful organizations achieve results by cooperation rather,than by controversy— 
by working for fair solutions rather than fast ones. 

(2) We have a healthy respect for the ability,. problems, and views of those 
in Government with whom we must work. _We do not always agree, but our 
disagreement, we trust, is always.a friendly and factual one which rises above , 
personalities. 

(3) -We recognize that the decision-making processes of Government are very 
largely processes of. compromise. The adoption of an “all or nothing” policy 
frequently leads to the latter. Of course, any economic group is sometimes 
confronted with proposals so inimical to its interest that compromise is out of 
the question, but such situations are the exception and not the rule. 

(4) We must get the facts,and inform ourselves fully on any question at issue. 
Then we must follow the facts. If we are wrong, we ought to admit it. If the 
facts prove us right,.we Should be able to convince others of the soundness of 

our views. 

(5) Hardly an-issue comes before Congress involving .our financial structure 
without a great deal of comment relative to the preservation of the dual banking 
system. All too often, those who discuss this concept stick with abstractions 
in order to avoid substantive controversy.: It,is:elementary, of course, that 
under our system we have a choice between a State or a Federal charter and.in 
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some States between a maton or a stock inasociation. There is also freedom 
to change from one charter to another. This freedom of initial choice as well | 
as the right to change the decision at some future time, is a very basic 7 
deserving of constant attention. 

(6) If the choice incident to the dual banking system is to have meaning, the 
insurance of accounts concept cannot be used to regulate conduct unrelated to 
the integrity and safety of the institution. 

4(7); We do mot object to the imposition of ageficy discretion ‘on matters of 
licenses, applications, and’ he like. However, where agency action: involves 
removal of a vested right or interest, the determination should be on the basis 
of legal’ rules or Judicial : determination, rather than: on a basis of agency 
discretion. 

(8) As a general proposition, permissive regulations should have our support, 
and narrowly restrictive regulations designed to eliminate some competitive 
problem, our opposition, ' 

(9) It is against the interest of our ‘business to advance regulations or ‘legis- 
lation designed to take care of specific individual situations. Such problem 


. cases shou d be handled within the framework of agency or judicial processes, 


-(10) Whatever the problem to be solved, we believe that progress can ‘be 
— as long as the relationship permits those with opposing views to discuss 'the 
ssues. . 

These principles are symbolic of the progressive and enlighténed management 
of National League members. The day-to-day’ application by member associa- 
tions and our League staff to the governmental problems confronting. the indus- 
try will continue to make our trade organization an-instrument of progress. 


GOVERN MENTAL RELATIONS 


It must be recognized that all business activity, today is keenly affected by 
decisions made at the Federal and State government levels. This is particularly 
true of financial institutions ‘where historically activities have been carefully. 
regulated. The benefits or detriments that result.from the enactment or fail- 
ure to enact a given proposal are not always easy to measure but this does not 
diminish the importance of effective governmental relations. We believe the 
most important function of our trade association is within the field of gov- 
ernmental and congressional liaison activities. 

Note carefully, we use the word “liaison.” When the membership approves 

@ program, its job-has just begun, not ended. We cannot hope to be successful 
unless we are willing to cooperate fully with our executive manager in his efforts 
to get our programs approved. 
' We urgently recommend that each member association adopt a continuous edu- 
cational program of. keeping’ those whose decisions affect our business informed 
of, what, we haye.done, what we are now doing, and. what we hope. to do in the 
future. 


REPORT OF FEDERAL HOME LOAN BANK SYSTEM COMMITTEE 


Accepted by the Board of Governors of the usaiate October 15, 1956,, New 
York, N. Y. 


The Federal Home Loan Bank System was eitisinay conceiyed and con- 
sidered as early as 1918 because of an apparent lack in adequate home financing 
facilities throughout the Nation. This need was considered by-Congress from 
time to time until the presentation of a bill before’ the 72d:Congress. At this 
time, after exhaustive public hearings, the’Federal Home Loan Bank system was 
created and brought into being.’ A careful study of the basic acts underlying the 
Federal Home, Loan Bank ‘system and its affiliated operations leads to the cén- 


- clusion that the foundation has been laid for an effective system to supply the 
home financing, needs of the country. For san analysis of the intent of Congress 


in creating this system; excerpts from a report made by Senator Watson in 1932 
are useful and in many instances applicable today. (See'Sen. Rept. ‘No. 837, 72d 
Cong., Ist sess., June 16,1932. ) 

On the point of the need for higher percentage financing with the elimination 
of second mortgages and on the point of supplying funds in sparse areas from 
plentiful areas, note the following excerpt from this report: 

“The supply of capital for financing home owning and home building has 
never been sufficiently adequate to result in low cost of funds or a sufficiently 
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liberal loan. to eliminate’ the costly second mortgage, land contract, and other 
junior financing. It has been plentiful in some ‘portions of the country, but 
scarce and costly in, others, particularly in the South, Middle West and West.” 
On the point that the reserve system was intended to supply short term and 
- long term funds, note the following excerpt from this report : 
“The building and loan associations, cooperative banks, homestead askocia- 


* tions, 11,747 in number, together with savings banks, trust companies and other 


banks, and some insurancé companies, have engaged in the home financing field. 


' These institutions have never had a place te go for emergency. accommodations’ 


or for long-time funds. It is the purpose of this home loan bank bill, with its 


' . system of not less than:8 nor more than 12 banks located in different parts of the 


country, to function as a reserve system supplying short-time and long-time 
funds to these. institutions.” - 


* 


On the ‘point that funds:are to be used to provide expansion, sinks the following - 


excerpt : 4 

“The home. loan bank system would provide a reserve agency cial these 
institutions can raise funds upon their seasoned home mortgage. loans. ‘These 
funds will be used for several purposes : 


“1.:To refinance existing mortgages so as to permit’ ‘smaller payments, and 
to accommodate the needs of withdrawing members and depositors. * * * 


“4. To provide funds for modernization, repairs, and maintenance of existing 


homes, thus inrceasing employment. * * - 

“6. For such building of small homes as may be desired and canihid in many 
localities, thus giving employmeint to those engaged in the building trades.” 

On the organization of these banks and their joint-and several liability on 


: obligations, mote the following : 


“ALL members may borrow from the’ Federal home loan bank by placing 
mortgages with the bank to secure loans * * * The banks cannot advance: to 
any member an ‘amount in excess of 12 times the amount of the capital sub- 
seribed by the member. The bonds issued by éach bank are secured by seasoned 
real estate home mortgages, with not less than 190 percent of unpaid mortgage. 
principal behind each dollar of bond issues. Some short-time loans out of 


capital subscribed by members. are permitted without mortgages being placed » 


as collateral, but fundsS realized’ from bond issues cannot be so loaned. * * * 
“The banks are jointly and severally liable on the bonds and. in order to keep 
the banks in proper condition to serve their membership, they are required to 


- have an-.amount equal to the capital subscriptions of their members invested 


in (1) United ‘States Government securities, (2) deposits in banks or’ trust 
companies, and (3) short-term loans to members. *;* * 

“Broad powers are given to the, Federal Home Loan Bank Board in regulating 
the activities of the banks and in providing for the orderly conduct of home- 
financing activities throughout the country. The Board’ bas broad powers in 
selecting officers, eniployees, attorneys, and agents, although no compensation is 
permitted in excess of the salary paid Board members. The Board, has powers 
of examination and can require periodical ‘statements as well as examinations 
of Federal home loan banks and their members. ,* * *” 

On ‘the need for this system, which is still existent, note the following 
lengthy excerpts-and also bear ‘in mind that if these objectives: and needs are 
not supplied by the Federal Home Loan. Bank System, Congress will be disposed 
to create another’system or turn to other avenues for supplying this ‘need : 

“(1) Figures show that home’ ownership in- the United States 4s declining 
and. that we are drifting into a nation of tenants. The principal reason is an 
insufficient amount of low-cost “long-term installment mortgage money. The 
home loan bank ‘bill is designed to place long-term funds in the hands of local 
institutions. Thus, a debt-free home ownership can be. created as |borrowers 
reduce their debt from month to month. Our hational credit structure needs, 
in addition. to the.Federal Reserve System and the Federal farm loan system, 
these home loan banking units to serve the small saver and the nome buyer 
in the’cities and small towns.’ 

“(4) Hoine ownership has been commended and urged by our men in public 
life and leaders in all phases of American life. Millions of our’ thriftiest and 
most patriotic citizens have purchased, their homes .and now own them free 
from debt or with only small remaining mortgage. balances. Recent statistics 
show that in the last 100 years over 8 millién homes have been purchased 
through the building and loan plan alone. Today these people from the com- 
mon walks of life cannot. borrow on these hoines fo tide them through vicissi- 
tides’ of unemployment, reduced income, sickness, and the like. These diffi- 
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culties arise because mortgage credit has dried up a situation which a home loan 
bank system for discounting home mortgages would prevent. 

“(5) The investment in the homes of the country is a significant and imposing 
portion of our national wealth. |Much of the decline in the values of residential 
real estate has been due to the lack of credit during the last 2 years. * * * 
The existence of a home loan bank system will in the future prevent the recur- 
rence of present conditions.** * *” 

“(8) * * * The homeowner. should not ‘be subject to the vicissitudes of the 
general money market. * * * The home loan bank system will stabilize -the 
home financing activities of the country and provide a device through. which 
mortgage funds will flow into the areas of néed with resulting benefit to home 
ownership in the form of lower, costs and more liberal loans. * * *” 

Today our Nation is at the opposite end of the great pendulum swinging in 
our economic cycle. During these 22 years our system has been of great. service 
to our Nation in aiding our recoyery from a great depression and supporting 
our Government during World War II and the great expansion that, has taken 
place in our country) since .the termination of that war. With an expanded 
economy, there has come a sharply expanded need and demand for home 
financing. 

Changing economic conditions have necessitated many changes in our system, 
both because of the growing prosperity of our Nation and the great growth that 
has taken place within the membership of the Federal, Home Loan Bank. Sys- 
tem. Today the savings and ‘loan associations have decreased in number but 
have greatly increased in stature and-in the ability to provide.effective services, 
if permitted to do.so, to the communities which they serve. The gross.assets of 
these associations now exceed $40 billion and have been the prime movers in con- 
verting our country from a Nation of tenants to a Nation.of home owners. 

During the 22 years since tlie founding of the Federal Savings and Loan 
System, the savings and loan industry. has ‘made nearly $75 billion in home loans. 
These associations have historically financed one-third or more of all nonfarm 
residential properties of $20,000 or less in value. 

These associations have rendered a ‘major service to the people of our coun- 
try as a.savings medium, and because of this, have given great assistance in 
enhancing the growth and development of our economy. The industry has ac- 
cepted an assignment as conceived by Congress to create an additional inde- 
pendent financial system with ‘specific goals. Every expectation has been more 
than fulfilled,’ Today's economy, however, has vastly expanded from the days 
of the late 1920’s and early 1930's, and it: is self-evident. that although the de- 
velopment of the savings and, loan business has far' exceeded even the visions 
of anyone facing the problems of that era, the need and demand for home fi- 
nancing has continued at the same or greater pace. 

The transition has affected’ the’ mechanics and philosophies of the business 
as ‘it has all other major segments of our business.economy. ‘The savings and 
loan business haS many times been before Congress, requesting implementing 
laws or modification of existing laws to better fit our business to cope with cur- 
rent problems, always within the original framework of our initial program and 
should continue to do so. 

There'is currently under study the recodification of all Federal laws pertain- 
ing to financial institutions, and. it is pertinent that the savings and loan in- 
dustry presents 'the results of its finding for the improvement of the operations 
and structure of the Federal Home Loan Bank Board and the System it serves. 
The National Savings & Loan League for ‘2 years has studied this problem 
carefilly and a. special committee appointed for this purpose herewith presents 
its findings and recommendations. 


RECOMMENDATIONS OF THE NATIONAL SAVINGS & LOAN LEAGUE 


1..The Federal Home: Loan' Bank System should be an independent .agency, 
just as ‘the’ Federal Reserve System is independent. In this connection the 
Federal Home Loan Bank Board, like the Federal. Reserve System and the 
Federal Deposit, Insurance Corporation, should be independent of the Classifica; 
tion Act and similar controls imposed under the civil service, appropriation; and 
similar acts. 

2. The Federal Home Loan Bank Board was originally conceived as.a five-man 
board. ‘Through various administrative orders, this has been varied from time 
to time to meet changing economic and political stresses which were taking place 
in our country. It is recommended that consideration should be given to recon- 
stituting the Board iis'a 5-man Federal Home Loan Bank Board, and in the 
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appointment of at least 2-members, the President should have due regard to 
a fair representation of the savings and loan industry. 

3. It is the desire of the Federal Government to liquidate its investment in the 
Federal Savings and Loan Insurance-Corporation. It is recommended that all 
memberseinsured by the Corporation be required to pay an insurance premium 
for a 3-year period in advance, each member association to set up as an asset 
account the advance premiums .charging only the first year’s premium as an 
expense account, and the additional funds received by the Corportion to be. used 
to liquidate the Federal Government’s investment in full. Upon the completion 
of this program, it is further recommended that the insurance premium be ad- 
justed -periodically in keeping with the experience of the Corporation and the 
creation of adequate reserves for the protection of member institutions. 

4. Since the Federal Home Loan Bank Board is an important segment of the 
economy of the’ country, it should be represented on any intra-agency councils or 
other similar bodies dealing with financial, monetary, or housing problems of the 
country. The Federal Home Loan Bank Board should be afforded the opportu- 
nity for formal liaison, with the Treasury Department, the Council of Economic 
Advisers, and such other Federal agencies as may have an effect or impact upon 
the operation of our System. 

5. The Federal Home. Loan Bank’ — is a 3-part orianization created 
under 3 separate sets of laws: 


a..The reserve functiois of the Federal Home Loan Bank Board were 
established under the Federal Home Loan Bank Act of.1932, | 

b. The supervisory functions of the Board under the Home Owners’ oLan 
Act of 1933, and 

c.. The insuring functions under: the National Housing ‘Act of 1934. 


The .reserve functions of the Federal Home Loan Bank Board under the 
Federal Home Loan Bank Act, the.sppervisory functions under the Home ‘Owners’ 
Loan Act, and the insuring functions under the Naitonal Housing Act should be 
kept separate and-distinct in their administration by the Federal Home Loan 
Bank Board, but for the purposes of economy anid centralization of Government 
agencies, should. be retained under, the, administrative control of the Federal 
Home Loan Bank Board. . With a five-man Board,, there should be a division of 
assignments so that supervision, insurance, etc., would be handled’ separately 
from the overall Board operation. Supervision and ‘insuring functions should be 
removed, within a reasonable time, from.the regional Federal hoine loan banks. 
and placed under direct control of the Federal Home Loan Bank Board in Wash- 
ington, with adequate provisions for the’ supervising officer for compensation 
corirmensurate with his duties and responsibilities. The banks would be more 
effective in resolving credit problems and Would be creative in presenting a.better 
basis for improvement in the System in other phases of savings and. loan 
operations. 

6. The Federal home loan banks should have more autonomy and independence 
of action from the Board. . The Federal, homé loan, banks, should have complete 
freedom of action to provide credit: within limits and at rates prescribed by 
the respective banks to take care of lending requirements subject to the liquidity 
requirements established by the Federal Home Loan:Bank Board in Washington. 
Extraordinary demands by one or’ more banks for funds out of the general 
financing should be adjusted by a differential in rate when the overall rate is 
increased by excessive deinand. Increased demand for funds in any area shoyld 
not restrict allocatién to that area, since one of the purposes of the Bank System 
is to secure the distribution of funds from plentiful areas to sparse areas.» Excess 


. use of funds by savings institutions should be controlled by imposition of tests 


as to safety and soundness:and under: supervisory authority. There should be 
no credit.control over Federal home loan banks. Controls to limit housing shotld 
not be imposed unless and’ until comparable controls are imposed ‘on all other 
major types of institutions making mortgage loans, including, insurance’ com- 
panies; pension funds, trust companies, banks, etc., and unless, similar’ controls 
are imposed on .VA, FHA, ‘direct lending, etc. Controls. to stop inflationary 
tendencies should rest with only one Federal agency and should be exercised 
in a manner to affect the entite economy. 

The facilities of the Federak Home Loan Bank System should’ be used to 
miadite the purchase and sale of mortgages between members, including con- 
ventional loans, without, geographical limitation. Previsions should be created 
to provide for warehousing of mortgages out of long-term funds and the creation 
of a secondary market within the Federal Home’ Loan, Bank System, and any 
other facility, that might aid the home ownership program as approved by the 
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administration. The Federal Home Loan Bank Board should consider a financing 
policy of raising funds on a long-term basis for the purpose of making contractual 
loans to members when such loans to members are a contractual long-term 
advance for investment in mortgage loans. Savings and loan associations should 
be free to procure furids from pension trusts or other similar funds on a con- 
tractual basis entirely separate from normal savings procurements. 

8. It is recommended that a restudy be made of the membership of the Federal 
Home Loan Bank System and the election and appointment of directors to the 
various Federal home loan bank boards of directors. Membership in the Federal 
Home Loan Bank System should be conditioned upon membership in the Federal 
Savings and Loan Insurance Corporation. Public interest directors should be 
required to attend Board meetings on a regular basis and should have their 
appointment terminated -upon extended nonexcused absences, and should be 
appointed from outside the savings and loan industry. Elected directors should 
have terms limited to not more than two consecutive terms and State represen- 
tation should be, within the control of each State electing such representation. 

9. It is recommended: that the Federal Savings and Loan Advisory Council 
be strengthened by the assignment to that body by the Federal Home Loan Bank 
Board of. secretarial and clerical assistance in order that their findings and 
recommendations may be more properly presented to the Board for considera- 
tion. -Hearings should be held ‘on all recommendations made to the Board by 
this body, aid any decisions made by the Board on these recommendations should 
be made public. : 

10. It is*recommended that the presént statutory limits of 4 percent to 8 
percent -liquidity remain unchanged... However, it is suggested, that each asso- 
ciation determine upon a formula to, expand this liquidity requirement in an 
amount reasonable for the association. A suggested formula is as follows: 

1. Five percent of all borrowings due within 18 months. 
2. One hundred percent of all escrow (tax, insurance, etc.) accounts held 
for others.: 
3. One hundred percent of commitments (including loans in process) in 
. excess of 9 times thé preceding 12 months average. repayment of principal 

, on all mortgage loans. t 4 

11. The banking field, the Congress, and Washington supervisory authorities 
have irisisted on a dual system of State banks and National banks and that the 
Federal Government should take no action which would interfere with or impair 
the State chartered banking system. | It is recommended that a similar position 
should be insisted upon with reference'to the savings and loan system. Actions 
and regulations of the Federal: Savings and Loan Insurance Cerporation should 
be limited to those necessary for the safety, soundness, and protection of the 
Insurance Corporation. ' 

12. There should be a workable and practical two-way: street between State 
and Federal associations and stock and mutual associations. Conversion pro- 
cedure should be one that will withstand scrutiny from Congress and the public. 
Care should be exercised to see that the shareholders are fully and adequately 

informed and protected as to the fair value of stock resulting from their rights 
and privileges, if any, upon which stock a fair value approved by the Federal 
Home ‘Loan Bank: Board; shall be established by the converting association and 
announced by appropriate written noticé mailed to all parties entitled, to stock 
rights. In addition, the reserves of the inutual association should be kept intact 


upon a conversion into a stock association and not, be depleted. These recom-, 


mendations are intended to. apply only to.conversions initiated in the future. 

13. The savings and loan industry should insist on a free competitive private 
enterprise economy. with a minimum of Government regulation or control, except 
that necessary to assure safety and soundness, of the business. Regulations for 
the purpose of limiting or restraining ,competition or regulations of a public 
utility nature to control rates should be rejected. 

14. The savings and loan industry, should favor the extension of the savings 
and loan business where it will be in the public interest and provide additional 
‘service and benefits for the public and not be in conflict with the safety and 


soundness of the business. The National Savings.& Loan League recommends | 


that authorization. be granted to permit the following practices which would 
provide better service to the members ‘of the communities which are served by 
the member institutions and in keeping with the basic principles following the 
best practices of local thrift and home financing institutions : 

(a) It is recommended that members of the Fedefal Home Loan Bank System 
be authorized to establish variable dividend rates on savings accounts within their 
institutions, provided that accounts of the same classification receive ‘the’ same 
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rate. This proposal is recommended on the basis that in various sections of 
the country, different types of accounts receive greater,competition from outside 
investments, and further, that small, active accounts are more costly to handle 
than stable, long-term accounts. 

(b) It is recommended that authorisation be granted on an optional basis to 
pay dividends on savings share accounts on a quarterly basis or such other 
procedure in the payment of dividends which may .be considered necessary to 


"meet services offered by other local institutions. 


(c) It is recommended that authority be granted to member institutions to, 


. make capital investments not to exceed 20 percent of share capital in. land and/or 


buildings for the purpose of slum clearance, community rehabilitation, minority 
housing, and such other real estate developments:that are in the interest of com- 
munity development and public welfare. This recommendation is made because 
it is recognized that the savings and loan industry has an obligation to the com- 
munity to improve the standard of living of the citizens of the area., 

(d) It is recommended that member associations be authorized to purchase 
conventional mortgage loans in areas’ outside of their.normal lending area on a 
direct basis or a participating basis, so long as such loans are serviced by another 
member institution and the total of such loans do. not exceed 20 percent of ‘their 
mortgage loan portfolio. This recommendation is made in recognition of the dif- 
ferences in funds’ available between the geographic areas of the country. 

(e) There should be attempts made to provide self-insurance program within 
the Federal Home Loan Bank System in connection with life insurance’ on mort- 
gage loans to retire the indebtedness in the event of the death of the principal 
mortgagor. 

(f) It is recommended for the purpose of ,relieving a hardship on many. of 


_ the savings members of associations in the lower economic levels that authority 


be granted to make personal loans to any member of a Federal savings and loan 
association not to. exceed $500 for a term not exceeding 3 years,,such loans not 
to exceed 10 percent of'the savings accounts of the association. 

(7) It is recommended that the policy of the Board with regard to the issuing 
of authorization for branch offices of Federal savings and loan associations he 
relaxed... Careful consideration should at all times be. given to the ‘possibility 
that a’branch office might serve the needs of the community better than-a newly- 
chartered association. Areas not presently servedl with adequate financing facili- 
ties and localities not able to be served by branch facilities of existing nearby 
institutions should be granted new charters where public need is indicated. 

15. In order to provide a sounder savings and loan system for the furtherance 
of thrift and home financing, the National Savings & Loan League recommends a 
broader-base of investment, powers for Federal savings and loan a'ssociations 
which would authorize investment in such municipal and other bonds or obliga- 
tions as are authorized from time to time by rules or regulations of the Federal 
Home Loan Bank Board. This authority would extend to sayings and loan asso- 
ciations investment powers:now held by savings banks and many State chartered 
institutions in the savings and loan field. 

16. The National Savings & Loan League favors striking the words “and Loan” 
from the name “Federal. Savings and Loan Insurance ‘orporation*’ since loans 
are not insured and the inclusion of those words.in the title is not properly 
descriptive. 

17.°On the subject of international relationships, it is recommended that the 
Federal Government and the Congress be urged to chanhel throtigh the Federal 
home loan banks such funds as may be appropriated for assistance’ to housing 
in foreign countries, particularly with emphasis upon aid to housing to be pro- 
vided in the foreign countries through counterparts of savings and loan associa- 
co. 

In the international field, it is further recommended that the Federal 
Sr aenlens undertake the study of the ‘possibilities. fér direct investment in 
housing in Latin American countries by savings and loan associations through 
the medium of a guarantied or insured mortgage. In view of thé fact that com- 
mercial banks of the United States have branches in many of the Latin Ameri- 
can nations, it is bélieved that there is no justifiable reason for barring savings 
and loan associations from having offices'in such countries if the countries them- 
selves permit foreign banking and muntenee institutions. 

JAMES FE. BENT, Chairman, 


Senator SPARKMAN. We have listed next Mr. Henry Bubb, chair- 
man of the legislative committee of the United States Savinigs & Loan 
League. Before we begin the questioning of Mr. Bubb, I understand 
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Mr. Frank .Yeilding, president of the Jefferson Federal Savings & 
Loan Association of Birmingham, Ala., is here and has about a 1- 


_Tainute statement he would like to make. 


Mr, Yeilding is one of our outstanding citizens and business leaders 
and heads the largest sayings’and loan association in Alabama. He 
represents the Southeastern States on the executive committee of the 
United States Savings & Loan League. | : 

_ If it is agreeable with you, Mr. Bubb, we will let Mr.’ Yeilding 
make his brief statement. __. | 

Weare glad to have you, Mr. Yeilding. 


STATEMENT OF FRANK B. YEILDING, JR., PRESIDENT, JEFFERSON 
' FEDERAL SAVINGS & LOAN ASSOCIATION, BIRMINGHAM, ALA. 


Mr. Yerprne. Thank you. very much, Mr. Chairman, for the privi- 
lege of using some of your valuable time in saying a few words at the 
hearing today. Terteee: 

We folks in Alabama are very proud of the contribution this Hous- 
ing Subcommittee has madeé to bettar housing in Alabama, and ‘we are 

articularly proud of the fact that, our distinguished friend, Senator 
omeas. is chairman of this subcommittee. I simply want to tell 
the subcommittee I am wholeheartedly behind this plan. 

The savings and loan associations of Alabama are willing, ready, 
and anxious to put this plan into effect, so as to bring homeownership 
within the reach of many additional families, particularly the younger 
people and the families of low or moderate incomes. 

Most of the savings and loan associations in Alabama, particularly 
in the smal] towns, are fairly small, and have not as a rule made FH: 
loans. Outside of Birmingham there are only 5 associations in the 
State who have assets exceeding $10 million. I think this program 
will encourage these assocations to seek greater. amounts of savings 
and invest these funds profitably in the home-mortgage field under this 
plan. They will be in a position, for the first time to offer people in 
smaller towns low-downpayment loans. 

Again I want to thank you for the privilege of appearing before 
you. 

Senator SparkMAN. When you refer to this plan, you mean the plan 
under S. 2791 ? 

Mr. Yewprine. Yes, sir. 

Senator SparkMAN. Thank you, Mr. Yeilding, and thank you, Mr. 
Bubb, for letting him come ahead of you. 

Now if you will proceed in your own way, and for the purposes of 
the record identify the gentleman who are with you. 


STATEMENT OF HENRY A. BUBB, CHAIRMAN, LEGISLATIVE COM- 
MITTEE;, ACCOMPANIED BY. STEPHEN SLIPHER, STAFF VICE 
PRESIDENT; AND'T. BERT KING, WASHINGTON COUNSEL, UNITED 
STATES SAVINGS & LOAN LEAGUE 


Mr. Buss. The gentleman on my right is Mr. Stephen Slipher, man- 
ager of our Washington office; and the general counsel of our Wash- 
gion office, T. Bert King, is on my left. 

am Henry A. Bubb of Topeka, Kans., and I appear here today 
as chairman of the legislative committee of. the United States Savings 
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& Loan League. The league’s 4,400 member savings. and loan asso- 


¢lations represent 90 percent of the total savings and loan assets of the 
country. The savings and loan business itself is, the largest single 
source of home financing credit, making 37 percent of all home loans 
in 1957. While our interest extends to'a variety of housing matters, 
my testimony today will be devoted entirely to S. 2791, the bill intro- 
duced by Senator Sparkman to, provide for a new program of guar- 
anteed conventional loans. 

For the convenience of the committee, let me preview or outline 


Senator Busu. Does this organization include Federal savings and — 


‘Joan associations, as well as the, conventional and non-Federal ? 


Mr. Buss. Yes,sir. It includes all kinds of savings and Joan, build- 
ing and loan, and cooperative banks, and homestead associations, Sen- . 
ator Bush. | 

Senator Busu. All rght. ' 

Mr. Buss. First, I would like to give a basic description of the guar- 
anteed conventional loan plan. 

Second, I would like to review the importance of the conventional 
loan, both as to’ volume and as a stabilizer in the housing market. 

Third, I would like to suggest that with FHA and VA loans now 
calling for virtually no downpayment, the conventional loan is the only 
remaining area in which we can liberalize credit terms. 

Fourth, I would like to discuss the details of the plan and the exact 
way in which it works. , 

inally, I would like to point out the advantages of the program to 
the Federal Government, to the economy, to the building industry, 
and to the homeowner of low or moderate income. 


BASIC DESCRIPTION OF THE PLAN 


The program contained in S. 2791 is based on the, age-old prin- 
ciple of insurance—of sharing the ‘risk.. Savings and loans thém- 
selves are, based on this principle. Instead of one individual making 
an individual mortgage, the savers collectively lend the money to a 
large group of borrowers. Thus, the occasional loss of an individual 
loan is shared by a great. number of persons. In a sense, the FHA 
program, the Federal Home Loan Bank System, the Federal ‘De- 
posit Insurance Corporation, the Federal Savings and Loan’ Insur- 
ance Corporation, are all based on this same principle of sharing the 
risk. 

This new program would permit the sharing of risk beyond the in- 
dividual association and weuld permit them to make ‘higher per- 
centage loans with the risk ‘and expense distributed among all sav- 
ings and loan associations. Here 1s how the plan would work. 

A Federal Home Mortgage Guarantee Corporation would be estab- 
lished under the jurisdiction of the Federal Home Loan Bank Board. 
That Corporation would insure or guarantee the top portion of ecer- 
tain conventional loans. These loans would be made to 90 percent of 
appraised value for .a term of 25 years. The top 25 percent of the 
loan would be guaranteed, but even of that guaranteéd 25 percent, 
the Corporation would only pay 90 percent of the loss. : This is the 
familiar coinsurance provision. The plan would permit savings and 
loan associations’ fo make 90. percent loans with no more risk to the 
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association than is now involved in the 70 to 80 percent loans now 
permitted by law and regulation. 

These loans would: require a single premium, paid only once, or 
between 1 and 2 percent of the face amount of the loan. This works 
out to much less than an insurance premium of one- -half: of 1 per- 
cent paid annually over the life of the loan. ' 

The jnitial capital to start the new Corporation would come from 
the Federal home loan banks which are entirely owned by the sav- 
ings and loan business. : There' would be no Federal money what- 

- soever involved and there would ‘be no Federal liability. . Later in 
my’ testimony I will recite the full details, of the program and describe 
exactly ae the loan wold be insured. : 


4 
> 


MAJOR ROLE OF CONVENTION AL LOAN 


At this pornt I would like to review briefly ‘the recent history of the 
conventional loan. ‘The conventional loan—that is; a loan which is 
not insured by the FHA -or VA—is truly the workhorse, the “old 
. faithful” of our home mortgage system. Since 1950, 70 percent of 
all mortgage recordings for the’ purchase of existing houses and new 
houses have been conv ventional loans and only 30 percent have been 
FHA and VA. 

I have tables w ith my testimony, but, I have an enlarged table to 
show you. ° ‘ 

These are conventional loans aie, aid these: are the FHA and 
VA loans. 

Senator CLarK. That ‘table, however, has no reference to the total 
number of mortgages, does it? Because by looking at it you would 
think you had many more mortgages issues in 1955, 1! 956, and 1957, 

‘than you did in prior years, but these are’ not the facts, are they ? 

Mr. Buse. That’s right Senator. That is our dollar volume. 

Senator Ciark. It has nothing to do with total volume? 

Mr. Boss. Yes. It is total dollar volume. 

Senator CrarKk. But it has nothing.to do with the number of 
mortgages ?, 

Mr. Buss. No, sir. 

-Senator CarrHart. Do you havea table showing the number? 

Mr. Surever. No, but we can supply that for the record. 

Senator Capenarr. Will you hold that up again? 

Mr. Buee: I imagitie the numbers would be even more so than 
this, because many conventional loans:are smaller loans. 

Senator Carenart. The number would not: increase as fast as the 
dollars, because the average of each loan has been going up. 

Senator Busn. Is this not a fairly good indication of how the 
numbers would run # 

Senator SparkMan. May. I offer ,this nenbtone In considering 
this table we ought to consider it for the purpose for which it was 
offered. That is, it shows the relationship between conventional loans 
and FHA loans and VA ldans. 

‘I was going to comment that I think it is a most interesting point 
because I think a great many people throughout the.country believe 
we depend entirely on the FHA and VA program, and they forget 
the tremendous part played by conventional loans. Mr. Bent, a few 
minutes ago, and Mr. Bubb now, both point out the fact that we 
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have this savings ‘iat loan business, which is getting 37 percent: of 
the total business. Mr.*Bubb brings out the pont, that 70 percent of 
the meoctargee are of the conventional type. 

Senator Busu. Will you yield fora question there’! ’ 

Senator SparkMAn. : Yes. 

Senator Busu. This says that since 1950 70 peroent of all mort- 
sage recordings have been conventional loans.. 

nator SPARKMAN. Yes. - : 

- Senator Busu. That is not total dollars the way it aie. 

Mr. Buss. The table is total, dollars. . - 

Senator Busy. Total value you mean then? Seventy percent of 
the value of all mortgage recordings. 

Mr. Buss. It is the total dollar value of all the mortgages recorded. 
Maybe our statement is not clear, but that is what it, means. 

Senator Sparkman. I think it would be helpful if you could: “give 

us for inclusion in the record at sare point, the num tube 7 
‘Mt. Buss. We would be hap Ppy to 
. (The material referred to follows ; :) 


UNITED States SAVINGS’ AND LOAN LEAGUE, 

. Washington, D. C., May 19, 1958. 

Senator Josern S. Ciark, rah ; ' 
Senate Office Building, 

Washington, D.C. 


Dean Senator: We appreciated very much your interest in our. testimony on- 

May 15 and the many construetive questions and’comments Which you intro- 
duced. ; 
_ You will recall that you requested some supplementary information regarding 
the number of mortgages as contrasted to the dollar volume of mortgages. “I 
believe the attached tables comply with your request. I have also supplied 
them to the staff for inclusion in the record. 

Your comment at the hearing was correct, and it is true that ‘the number of 
mortgages has risen much-slower than the dollar volume: This, of course, is 
because the average size of the mortgages has been constantly increasing. I 
have enclosed a table showing the increase in the average mortgage. It:is in- 
teresting that, while the dollar volume of, conventional loans has risen about 
75 percent, the number of loans has risen about 25 percent. In the, case of 
the FHA and VA loans, the dollar volume between 1950 and 1957 increased 
about 10: percent,’ but the number of: mortgages actually dropped aeney 33 
percent. - 

I hope this material is satisfactory to you, and just as sooh as possible, we 
will supply the other information yeu requested regarding the possible reserves 
of the new loan corporation. ; 

Sincerely yours, 


® 


a 


STEPHEN Siipuer, Staff Vice President. 


Number and dollar volume of home mortgage recordings, 1950-57 


[Nonfarth, 20,006 or less] 
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Conventional - FHA-VA combined 
Year 

Dollar Number of Dollar Number of 

amount mortgages amount mortgages 
ON er bs eka et ieee ae $10, 613, 520 2, 191, 822 $5, 565, 676 840, 178 
10, 862, 454 2, 177, 985 5, 542, 913 700, 015 
13, 354, 295 2, 486, 791 4, 663, 382 541, 209 
14, 394, 685 2, 580, 299 5, 352, 723 583, 701 
16, 774, 579 2, 832, 985 99, 274 " 625, 015 
18, 242, 846 2, 952, 539 10, 241, 333 960, 461 
18, 583, 987 2, 844, 963 8, 504, ( ) 757, 037 





WH 
18, 230, 142 2, 740, 837 6,109, 000 505, 163 








oe % 


>: 


Bt 


= 


= 
> 
9 a ~ eR 





b 
' 


892 ‘ HOUSING + ACT OF 1958 | 


‘Average mortgage amount, by type’ of financing, 1950-57 
| {Nonfarm ,20,000 or less} . 














+ | | | p 
| All record- | | Convyen- | All loans by 
Year ‘ings FHA VA tional savings and 
loans 

arteptalaindepmtppmipeneiptapinds incmtsntmgiedintipees Vndiamaspeniananigmetiontig |gmamagpenagratimmaans | tee ee 
Sl itdncbeenicedee sats Ls ade diieical Uaserenetindat $5, 336 $7, 275 $6, 176 - $4, 842 $5, 409 
en eee ee Ag Oe nage 5, 700 , 633 8, 079 | 4, 987 5, 874 
a AE eats 2 ag Ieee « 5,950 8, 285 8, 870 | 5, 370 6, 283 
ESV Te ear Lae | 6, 241 8,751 | 9, 511 5, 579 6, 644 
Ph ctitmbbiaandtunag -> Lewbaibereaudodead 6, 644 9, 065 10, 364 5, 921 6, 935 
a a 7,279 9, 923 11, 017 6, 179 7, 613 
ee ete eo. Oo oe oe » 7,520 10, 632 11, 526 6, 532 7, 927 
See ele Aa ee ods SSIES SES. 3 edie 7, 469 11, 344 12, 252 6, 651 8, 214 








Senator' Sparkman. This gives us the amount.- If you would give 
us the nuniber, we would have both. 

Senator Ciark. I would like to make aii inquiry here. Since the. 
number of housing starts was down last year and down the year before 
from the ‘peak in the early fifties, I just wanted to make it clear this 
table does not indicate that and is not intended to controvert that. 

Mr. Buss. That is right. « eae 

Senator Ciark. What we are interested in doing is getting more 
homes started. With respect to the homes that are started, this table 
is not, of course, really accurate. pia 

Senator Carpuarr. May I ask one question here? | 

Would it be possible, if we were to adopt this recommendation of . 
yours, that we could completely, 100 percent eliminate FHA and VA? 

Mr. Bups. -We are not advocating that, Senator. No, sir. 

Senator Capenart. But they are handling only 30 percent of the 
mortgages now, and if: we go into ‘this insurance plan, would it not 
eliminate the need for FHA? ; 

Mr. Buss: I think it might serve instead of VA loans with the time 
running out on World War ITI veterans, but -we are not advocating 
that you do away with FHA loans. We think this plan is a good ad- 
junct to it, but I certainly think this will help if VA loans run-out on 
World War IT veterans, and it will take up a lot of the slack. 

Senator CarenArr. In other words, it might very well eliminate the | 
need for the FHA ? 

Mr. Buss. For VA. 

Senator Caprnart. And FHA too? 

Mr. Busi. I hate to testify to that.. I happen to make FHA loans 
myself, and I think there are.a great many areas of.the country where 
they probably need FHA. 

Senator. Busu. What the Senator is saying is, the need would not.be 
as great if you have this program: 

Mr. Buss. .I agree with you, they do a small percentage of the busi- 
ness compared to the 70 percent, but still 30 percent of the business is 
still quite a large chunk of.the mortgage business, and with our econ- 
omy as it is I think we want. to do everything we can to build more 
houses. 

Senator SparKMAN, May I offer this suggestion too? You, of 
course, would be limited by the amount of savings. 

Mr. Buss. That is correct. 
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Senator SparkMAN. Which you collect in your various associations, 
whereas the FHA er are available for the other security! mar- 


: re 
d Mr BB. Another thinly,’ Senator Spetnnen' is, FHA mortgages 
are. easier brokered than coriventional loans are, and a lot of brokers . 


ee and life insurancé companies make them in all _~ of the country 
74 and sell them around. I do not think it would be wise right at this 

” time, Senator Capehart. - 

. Senator Sparkman. It seems to me the statement shah you made 

7 a minute ago is absolutely correct. It would be an adjunct. They 


are supplementary. 

Here is another point. . FHA can, cross State lines and you cannot. 
p Mr. Buss. Yes. 

Senator SPARKMAN. You are reckbieted to the térritory in which you 


> operate ¢ ' 
A Mr. Buss. Yes. . 
= Senator SparKMAN. [ am going to have.to leave i in just-a couple of 


minutes, and I wonder, if 1 might ask you‘just a question or two. 
! Mr. Buss. Certainly. 
-. Senator SrarKman. It pr obably anticipates your shaholdatind I do 
: not know. ‘I have not read.all of it yet. I was reading ahead of you 
a bit, but I have not finished. - 
You know of the testimony giyen the other day by Mr. ‘Robertecn 
of the Home Loan Bank Board? © + 
Mr. Buss. Yes. 
_ Senator Sparkman. W ith referenceto S. 27914 
. Mr. Buss.’ Yes, sir. 
. * Senator Sparkman. Do you remember the suggestion was made i in 
‘his statement, which was the official testimony of the Board, that : 
while the Board was in favor of tliat objective, it was believed it 
- needed further consideration? Then he went on to detail; I believe, ' 
‘. nine different objections to the bill in its present form. 
Have you read his testimony ? coir 
Mr, Bu BB, ¥ es, Lhave, Senator. I state further on in my. testimony 
that in.our revised dr aft we have taken care of all nine "jection of 
. the Federal Home Loan Bank Board. { 
Senator Sparkman. In other words, the or iginal bill as introduced, 
I recall I made ‘the statement on the Senate floor at the’time, was for 
the purpose of inviting consideration and discussion. Certainly: we 
did not consider it to be perfect. You have tried to ravine it so as to 
meet those objections which he raised ? 
_” Mr. Buss. Yes, sir, and I will offer that later, with your permission. 
Senator SPARKMAN. I am sorry I will have to leave, but I believe 
T explained to you earlier I do have a commitment. ‘Senator Clark 
will také over, and I suppose this is-as good a time as any for you to 
do that, Senator Clark. 
Mr. Buss. Thank you very much, Senator Sparkman." ~ 
- Senator CrarK. Before you proceed, Mr. Bubb, I would like to see 
if I understand your’ position in relation to the question’which Sena- 
tor-Capehart just asked you, about whether your plan would not elim- 
inate the necessity for V A and FHA. 
Am I not cort ect. in saying that your plan, which appears to be de- 
sirable, and, in fact, I am really rather favorably impressed with it 
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superficially, would still call for a minimum downpayment: of 10 
percent ? : : 

Mr. Buss. That is correct. | 

Senator Ciar«. Plus an insurance premium of 1 or 2 percent? 

Mr. Buss. That is correct. ; 

Senator CiarKk. So you would not be competitive with either FHA 
or VA with respect to downpayment. Nor would your plan be avail- 


able to those home buyers who could not put themselves in the posi- 
tion of making that downpayment. 


Mr. Buss. | That is correct. FH ve 

Do you wish me to proceed with my statement? — 

Senator CLrark. Yes. Would you, please ? 

‘Mr. Buss. -Yes, sir.. - 

During that same 7-year period, with respect to new housing con- 
struction only—this is only new housing—57 percent of the financi 
has been by conventional loan as:‘compared to 43 percent by FHA an 
VA. It is clear that the great bulk of home mortgages for new hous- 
ing construction and home purchase have come from the conventional 
loan sector. No doubt the conventional loan' has played this promi- 
ment part because it is the loan that is available in every town in the 
country, it is flexible and adjustable.to local conditions and the special 
needs of the borrower, and it can be made by anyone from an. in- 
dividual person on up to the largest lending institution. 


STABILITY OF CONVENTIONAL LOAN 


The most remarkable thing about the. conventional loan is its 
stability. From 1950 to 1957 the housing starts financed by conven- 
tional loans never fell below 607,000, nor rose above 696,000. In no 
year was there as much as a 10-percent increase or decrease. This is 
in marked contrast to the housing starts financed by FHA and VA, 
which, during those same years, varied from 680,000 to 297,000. One 
year FHA-VA financed starts jumped 43 percent; another year they 
fell 40 percent. 

The attached table shows.the stability of conventional starts versus 
FHA-VA starts. 

‘Senator Ciark. Mr. Bubb, do you have any explanation for that 
great fluctuation other than the problem we have had with interest 
rates ¢ 

Mr. Buss. I imagine it is a:matter of fixed interest rates on Gov- 
ernment loans, and the rising and falling cost of money, Senator. 

Senator CiarK. Because the need has been there all along ? 

Mr. Buss. The need has been there, but when you get into the 
different costs of money and you'have a fixed interest’rate and you 
have other restrictions, such'as restrictions on fees and discounts, that 
knocks out that typé of loan, 

Let me make it clear that in my coniments about the FHA and 
VA I am not for a moment reflecting on the soundness of these great | 
programs. Their role in extending homeownership to millions of our 
citizens is well known to the committee and récognized by the entire 
lending industry.’ My only point is that, historically speaking, they 
have been subject to a feast and famine record. Sometimes they are 
working full force and other times they are slowed to a virtual halt. 
This errati¢ record exists in spite of the many fine—and_no. doubt 
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frustrating—efforts of Congress and the FNMA to smooth out the 
ups and downs by stimulating the market through Fannie Mae funds 
when the market is slow. fav 
» Senator CLark. Do-you mind being’ interrupted from time to tiie? 
Mr. Buss. No, sir. . ' 
Senator Ciark. I would like to ask you whether you have any ‘views: 
as to the desirability of upping the maximum amount of mortgage 
which Fannie Mae can buy from $15,000 to $20,000, and upping the 
maximum mortgage which FHA can, insure from $20,000 to $30,000 1 
This seems to be a relevant point at which to take it up. 
My own view is, it is unwise to raise those amounts. 
Mr. Buss. Weare not endorsing the raises, Senator. 
Senator Cuark. You are not? , 
Mr. Buss. No, sir. . ; ; . 
Let us translate that stability'record into a specific example. .Had 
all housing starts in 1957 dropped to thé same’extent that housing 
starts financed by Government loans dropped,.we would have built 
last year only 700,000 houses, as contrasted to-the 1 million actually 
built.. We would have lost 300,000 housing starts at a time when we 
were already very much alarmed about the housing picture. I hate 
to think of what might have happened to our economy if we had lost 
300,000 housing starts and all of the related business that goes with 
homebuilding, in 1957, Of course, in'some years the housing starts 
‘financed by Government-guaranteed loans have shown spectacular 


inc but the homebuilding eT is not at its maximum effi- 
ciency when thére are marked ups and downs in the volume of home -’: 
construction. at ', 


CONVENTIONAL LOAN IS ONLY,REMAINING AREA FOR LIBERALIZATION 


-Now let us take a look at the possibilities of stimulating home con- 
struction and home buying -by liberalizing credit terms. Of course 
there is no debate whatsoever that the Congress and the American 

eople are anxious to stimulate home consfruction, both to provide 

tter housing for our citizens and to counteract the current recession. 
Congress has already been sufficiently concerned to speed through an 
emergency housing bill. Today FHA loans require only a 3-percent 
downpayment up. to $13,500, and GI loans require no: downpayment. 
Maturities run to 30 years. Obviously, there is very, very little room 
for further liberalization in those programs. ‘On’ the other hand, in - 
almost all.instances the minimum downpayment for a conventional 
loan is'set by law or regulation at 20 percent, and in many cases is set 
at 33 percent. Here is the area—and the only area—in which there is 
still plenty of elbowroom for liberalizing credit. sight 

That. is why it is so important that we develop a new program for 
conventional loans. We must modernize, improve, and streamline this 
old workhorse so that he can do a more effective job of extending home- 
ownership and stimulating home construction. * » ' 

It must be recognized that many’ lending institutions aré very small 
and have a limited staff and that their preference for the.conventional 
Joan is, in.part at least, a result of their lack. of,enthusiasm for the 
necessarily complicated FHA and GI programs. For instance, the 
average savings and loan today has assets of $8 million, with approxi- 
mately 10 employees. This means about 4 men and 6 girls running 
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the association. It is diidistandshle that they pntitel: not to have to 
master the many technical requirements of the Government programs. 
For, instance, the minimum property standards for FHA runs 602 
printed pages and, of course, there are innumerable other regulations, 
rulings, and opinions. Larger institutions. such as my own develop 
staff experts on these plartioular programs and we are able to get along 
without any difficulty. The small instittition—and most’ of them are 
quite conservative—would rather not take the risk of running afoul 
of these regulations and prefer to make conventional loans. 

Senator Ciark. Mr. Bubb, how'big is your own organization ? 

Mr. Buss. $85 million. 

Senator Ciark. How many employees? 

Mr. Buss. We have about 90. 

Senator CrarK. What area do you operate in ? 9 

Mr. Buss. We operate in a 50-mile area around Topeka, Kans. 


DETAILS OF THE PLAN 


#£ 


Since, Senator Sparkman originally introduced his bill last year, it 
has been subjected to a great deal of study. The league, for instance, 
has conferred with. various lending groups, Government officials, 
economists, and Members of Congress and their staffs. Out of these 
meetings, and out of the additional research the league has. done, 
there have naturally emerged a number of changes and improvements 
from the original draft. For the convenience of the committee, we 
are submitting a complete redraft which includes the many technical 
corrections as well as the modifications resulting from our efforts over 
the past year to improve upon the original plan. 

This draft also corrects most of the objections cited by previous 
a including the members of the Feder al Home Loan Bank 
ard 

At this point'let me remark that since the time their testimony was 
given, we Site gone even ‘further and within the last 24 hours have 
revised our draft to’ meet all of the 9 objections raised. by the Federal 
. Home Loan Bank Board on Tuesday. -You will recall that the Board 
endorsed the objectives of the bill, but cited certain defects. We think 
some of the minor objections cited by the Board are debatable, but for 
the purpose of simplification and to demonstrate our good faith, we 
have revised this, draft to comply with all of their requests. 

Senator CirarK. Let me ‘interrupt for a moment to.ask the staff if 
they will be good enough to have this revised bill submitted to the 
Federal Home Loan Bank Board to receive their comments so we can 
— to what extent they would now be prepared to support the legis- 
ation. 

Mr. Buss. In discussing details I therefore, will: refer to the provi- 
sions of this latest draft, and perhaps. the conimittee will also find it 
more convenient to work from this jatest draft rather ‘than make 
numerous amendments and technical.changes in the original bill. I 
have attached to my testimony a list of ‘the more important differ- 
ences between our latest draft and S. 2791’ as printed. . Let ne-empha- 
size, however, that the basic elements of the plan have not changed. 

Now let us "discuss how this plan would operate in actual practice. 
The savings and loan association would process the loan very much as 
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it now processes an ordinary conventional loan. It would, of course, 


— to make certain that the maximum loan term and maturity were = 
o greater than that provided in the law, The loan term provided in . 


the bill is 90. percent of appraised value, but not in excess of the 


-maximum loan in that price class that is available under section 203. 
of the FHA. In other words, these loans would be for an; amount 


somewhat less than FHA in most price brackets, and would in no case 
be greater than the comparable FHA loan. The.loan term would be 


‘25 years. The loans could not be over $25, 000 and they must be to a 


borrower for his own home. This is strictly a homeownership 
program ;.rental properties and speculative home purchases are not 


eligible. At. the time the loan is mdde -the. borrower would pay a 


premium as determined by the Corporation ‘of between 1 and 2 per- 
cent of the loan amount. That ‘premiuin is payable at the time, the 


loan is madé and is only paid once. ‘It can be paid either in:cash or 


added to the loan. We would estimate that the actual premium 
would end up around 11% percent of the loan, but in a-new program 
such as this it is wise to Provide a range of flexibility just to be on 
the safe side. 

As soon as the loan is made under the regulations and law it. is 
automatically guaranteed. It is guaranteed to the extent of 25 per- 
cent of the total amount of the loan. However, regardless of: the 
amount of the loss, the lending institution receives only 90 percent 


of the loss and must at all times be responsible for 10 percent of the | 


loss. This .cdinsurance feature was ‘placed in the bill for the same 
reason that: coinsurané¢e features were placed in FHA title I. It 
assures lender responsibility and it makes certain that lenders at all 
times have a financial interest in. mee the loan, soutid and «well 
serviced. 

When the loan is paid down to 50 pereent, of the original ‘value of 
the house, all’ insurance ¢eases. There is no need ‘to carry insurance 
on.a loan that is paid down to 50 percent and this will saye much 
bookkeeping and record be irra both for the institution and for 
the corporation. 

_ At this point let me emphasize that: this is a single mortgage. 


_ There apparently has been some misundérstanding and some péople 
- who-are opposed to our ‘plan have tried to créate the impression that 


it is a second mortgage scheme. ' Nothing could be further from the 
truth.. In fact, the plan is designed for the very purpose of making 
second mortgages unnecessary ‘and ‘the. Corporation is directed to 


‘promulgate regulations. banning second mortgages. The league rec- 


ognizes that the Congress is.very much, concerned over second mort- 
gage usage and that congressional committees have found evidences 
of unsound practices in this field. Second mortgages exist when the 
first mortgage falls. so. far short'of the cost of the house that the 


borrower ‘must obtain additional money for the downpayment. This — 


will not be true where the downpayment is a mere 10 percent. 

The loans provided under this program are indivisible. There is 
just 1 mortgage loan and 1 note; it is‘a single obligation: calling for 
single monthly payments, exactly. as the present FHA, VA, and 
conventional loaris. I do not know how the misunderstanding arose, 
but I wanted to assure the committee that there i is nothing of a sec- 
ond-mortgage nature in this plan. 
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EXAMPLE OF LOAN PLAN 


To take a specific loan, let us assume a, home is appraised at $10,000. 
The maximum loan would be for $90,000 and 25 years. The top 25 - 
percent of the loan—$2,250—would be the geamatens, portion. Of 
this, the actual guaranteed: amount. would be 90 percent or $2,025, 
and the lender would always be liable for 10 percent of the loss, or 
$225. The bottom $6,750 would be uninsured. It should be noted that 
the combined risk of the lender ($6,750 plus $225) is $6,975, or 
slightly under 70 percent of the value of the house. A 70-percent 
loan is considered a conservative and safe loan in the lending market 
today. The premium on this loan, depending on the amount set 
by the Corporation, would be within the range of $90 and $180, which 
would be paid once and: could be paid either as part of the closing — 
.. costs or added to the loan. | smbencn Fat 
The insurance would be handled by a new corporation, the Federal 
_ Home Mortgage Guarantee Corporation, which would be a Govern-, 
ment’ corporation under the jurisdiction. of the Federal Home Loan 
Bank Board. The Federal Home Loan Bank Board now operates the 
Federal Savings and Léan Insurance Corporation and for many years 
operated the Home Owners’ Loan Corporation, and this arrangement 
has proved very satisfactory. Let me emphasize again, however, that 
there would be no Federal money in the Federal Home Mortgage 
Guarantee Corporation. In.the long run the Corporation would 
receive its money through premiums and earnings on the investment 
of its funds. Initially, $20 million of stock will be subscribed by the 
11 Federal home loan banks. These 11 Federal home loan banks are 
owned entirely by their 4,400 member. savings and loan associations. 
This $20 million represents less than 1 percent of the assets of the 
Federal home loan haoke and is entitely negligible in the financial 
cdndition of the bank system. Under the Federal Home Loan Bank 
Att, member ‘associations must maintain stock in the Bank System 
equal to 2 percent of their mortgages. As the associations grow, they 
therefore buy additional stock and in 1957 there was a net increase in 
' members’ stockholdings of $77 million. That is $57 million more 
_ than the $20 million capital in 1957 alone. 

This is nearly four times the amount which the Bank System would 
invest in the new Corporation and amounts to about the normal in- 
crease in the Bank System over a 90-day period. I believe the com- 
mittee is aware of the fact that the Conference of Federal Home Loan 
Bank Presidents has given general approval of this legislation and has 
approved the limited use of bank funds to start the new corporation. 

The bill contains a number of other important features, such as a 
section providing for regulations to prohibit second mortgages, power 
of the i ederal Home Loan Bank Board to establish appraisal proce- 
dures, and power of the’ Féderal Home.Loan Bank Board to suspend 
or terminate.any lending institution which it feels is operating in an 
unsound manner and is'in any way jeopardizing the insuratice pro- 
gram. ! , 
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' ADVANTAGES OF PROGRAM 


Advantage to Federal Government — 


Now, what are the advantages of this plan? First, the advantage to | 
the Federal Government. Obviously, any program that stimulates + 
housing and increases homeownership without costing the Federal 
Government one red cent is highly desirable. In its emergency hous- 
ing bill the Congress directed the use of $1.8 billion of Federal funds 
to stimulate housing. Now the Congress has a chance to stimulate 
- housing in a way which does not cost the Federal Government any 
money, nor involve any liability. The draft of the bill we have sub- ' 
mitted makes it absolutely clear that there is no, Federal liability. 
In contrast to S. 2791 as printed, this latest draft prohibits the Corpo- 
ration from even borrowing money from the Federal Home Loan 

Bank System‘or the Federal Savings and Loan Insurance Corpora- ' 
_ tion, and contains additional language stating flatly that the Bank 
System has no liability for the Corporation aside from this original 
$20 million. It is our intentionthat the Corporation would carry its 
own loan all of the way and there are safeguards in the’bill which will 
insure that the reserves and capital aré at all times adequate to meet 
even the heaviest loss possibilities. | 

Senator Ciark. Would you elaborate on that a little bit, Mr. Bubb? 
I think what the other. members of the committee will be interested 
in having ‘answered is, do you feel that without any. ultimate Federal - 
liability; this corporation will be so capitalized and have such reserves 
as to meet even a heavy loss possibility? Weare all, or many of us, 
at least, are still conscious of what happened to the building and loan 
associations. in the thirties, and would not willingly want to start in 
on any system which would have the same result. ! 

Mr. Buss. I am going to ask Mr: Bert King, the general ‘counsel, to 
answer that, Senator Clark. i 

Mr. Kine. Senator Clark, we have made some study of the reserve 
factor which would obtain over a series of years. However, we can- 
not, as you can understand, predict what losses that reserve will have 
to be taxed with. However, it is comforting to note that 'the board 
can by regulations set up reserves stemming from a separate source 
of income; for example, premium income, which is the primary source 
for building up the reserves. oe 

Secondly, the original capitalization, plus new. capitalization. 
There is a provision in the revised draft which will permit’ the board 
to require: participating members to buy capital stock, : additional 
capital stock, in proportion to the use they make of the program. 

Senator CrarKk. Of course, when that call would go out would be 
just the time when they. would not. be able to make the’ additional 
subscription ; would it not? Because you would not make such a call 
unless you were in very serious trouble. me Bic a 

Mr. Kina.. It would not: be in the nature of a call; it would be in 
a plan similar to that whereby each member in applying for guarantee 
of a.specific. loan would be. required to buy a half point in: capital 
stock. 
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The fourth type of expedient, I might interlard here, after several 
years of very successful operation, there would be very considerable 
increment inconie by reason of investment of the assets of the corpo- 
ration. In fact, a study would ‘indicate that that would more than 
pay all running expenses apart from losses. 

hen the last point, the corporation would, in the face of heavy 
ees have to coined selective in its risk or build up the premium 
actor. 7 

Senator Cuark. The.thing that’ would interest me, and I am sure 
the other members of the committee also, is how would you arrive at 
that estimate of 114 percent as the one-shot premium? _ 

Mr. Buss. We find by a 114-percent premium, we can probably 
maintain a reserve factor equal to or greater than that which FHA 
has currently, and one far in excess of that which it would have. been 
necessary: for VA to have in light of its claims experience. 

Senator Crark. I do not imagine you have tried to project back 
into.the experience in the thirties; have you ? 

Mr. Krne. Senator, I have gone into that in my mind and. did a 
little analyzing on it, but I find that there‘is practically nothing in 
the way of a continuing factor; practically every element of this 
picture has changed pretty drastically in the interval. 

Senator.CiarK. I think that is right.. I'am just wondering whether 
there is any basic mathematical evidence which you could submit to 
the committee which would justify your estimate of 114 percent or 
whether that is just a judgment factor. We, of course, would assume 
the judgment is good, but is it anything more than an estimate ? 

Mr. Kine. Frankly it could be termed an estimate. However, we 
would be happy to submit to the committee the factors on which , 
we rely as we analyze them. 

Senator Cuark. I think that would be helpful. 

(The information referred to. follows:) 


RELATION OF RISK TO ASSETS 


To estimate in advance the prospective adequacy’ of the assets, resources, or 
reserves it will eee to embark: on any new venture requires reliance upon the 
parallel or comparable experience of similar activities. -Reasonable assumptions 
must bé made in the way of forecasting, and sensible recasting of statistital data 
must be relied upon to make it applicable to the prospective pattern of the new 
activity. — ’ | 

Into the buildup of the outstanding over $100 billion in home-mortgage debt 
there must have been welded a wealth of usable data and experience that can ‘ 
be drawn. on to foretell reasonably the probabilities that should face the pro- 
posed operation of the Federal Home Mortgage Guarantee Corporation. 

Such an approach, has been’ depicted in some detail on the pages which follow, 
and the conclusions that have emerged are encouraging. They may be briefed 
as follows: 


Summary of operations 


Period of operation, 3 years and 3 months, ending December 31, 1961: 


Number of loans guaranteed_.......-~.--.------- ue 450, 000 
Amount Of LORE BUSTA NTOON inn nnecine en nedanasean deck eee $5, 220, 000, 000 
UMURNIINTT sR SoU OUR ENN eae 2, 400 
Beene OL Canes Wane... he $6, 264, 010 
RR in OR Ge it epee sae $1, 740, 000 
Dennis Fisk. Cmestaneing. 1 tc. $1, 031, 472, 000 
San: SONI ON i lene ph aicmarivcbdebintn atin obatiipeieapues ib $94, 930, 331 
SP I DU Te ricer cntestnnenecessperententearoyerdis percent 9 
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ANALYSIS OF COMPARABLE EXPERIENCE . 


In probing parallel experience to aid in an estimate of the capital and income 
necessary to supply . adequate financial worth to the obligations, to be \under- 
taken by the proposed corporation it becomes apparent that the experience of 
individual associations must be rejected as a comparable. Each has had always 
‘a much lower pattern of loan-to-value ratios than the’new plan would make 

‘eligible for its guaranties. Secondly, each has undertaken a: risk determinable 
within .a confined area of operation, dependent largely. upon local economic 
* factors, whereas the risk to be whdertaken by the corporation assumes broad” 
participation on a national basis, and thus wili embrace a spread and-averaging 
of risk that is an essential embodiment of’ any properly conceived share-the-risk 
plan. 

Such considerations lead inévitably to the conclusion that the only two com- 
parable even though not parallel programs which can be used for the purpose 
of probing the prospective risk of the corporation are’ the FHA section 203 
insurance program and the VA home loan guaranty program. 

But in using various facets of the experience of each of these, Government- 
backed programs, ’ it should be borne in mind that the‘risk assumed by the 
respective agency ‘in each case is virtually. 100 percent—far greater than that 
* which the corporation would assume. It is greater in a twofold aspect (1) a 
100-percent insurance commitment, or: a 60-percent guaranty stands in the 
stead of the narrower 25 percent less is percent coinsurance coverage pro- 
. posed to be assumed by the corporation; (2) it is based upon an extremely high 
ratio of loan-to-value, which in the case of VA includes a high percentage of no 
downpayment; and even “no-no-down” cases, against which the corporation 
contemplates a minimum of 10 percent cash down by the borrower. But the 
reassuring element of Government supervision would be part of the package, 
.and the national pattern of risk would be similar except that it is expected the 
Guarantee Corporation record will ‘reflect a higher share of volume in non- 
metropolitan areas than is true of FHA, and even of VA 

Secondly, in practice ‘ ‘a high percentage of advance commitments haye long 
-been featured in the FHA program—a type’ of activity that is fraught with 
the ‘highest margin of risk prevalent in homé loan mortgage lending? one which 
often begets faulty housing which nevertheless is sometimes carried along under 
the commitment, it being an extremely hard thing for a Government agency to 
cancel a commitment to a lender due to the fault of a builder for whose failure 
the lender, although bound, is in. no, way directly liable. The Guarantee Cor- ° 
poration’s more restricted field of operation will avoid such elements: of risk and 
will thus’ be more on a selective and less on a speculative risk basis: 

Obviously, with these ingredients all ‘pressing heavily toward the narrowing” 
of its relative risk pattern it would seem reasonable to contemplate as adequate 
for the Guarantee Corporation a margin of reserves less than that which would 
be deemed sufficient for these other two programs. Bearing that premise in mind 
it should be most reassuring to find that the projections which follow “reflect 
indicated assets-to-risk factors many times the current FHA .2,percent margin, 
ahd many times that which ‘would have’ beeri necessary to cover VA losses 

(CA having no reserve factor). 


PROSPECTIVE VOLUME 


Assuming the legislation authorizing the Feltleral, Hone Mortgage Guarantee 
Corporation’ were to be enacted near the close of the present session of Congress, 
a period of from 60 to 90 days should be allowed as a minimum for the Board 
to put it in operation. That would indicate that with the forward commitments 
that ‘are typical of the housing field, and a slackened tempo of activity. over the 
winter season the program would not ring up any sizeable loan: volume for the 
rest of. 1958. What that would. be or what overall rate of activity. would be 
achieved for 1959 is at best conjectural, but the*interest and support the plan 
has had from many prospective participants presages a substantial and growing 
volume will be encountered as the program gets under way, and‘as enabling State 
legislation clears the way for some State-chartered ‘Federal home lean bank 
members. 

The limitation of the program to loans where a. homeowner is mortgagor 
eliminates wide use of:the program for large-tract speculative building—so that 
a guide to probable volume is afforded by 1957 figures on conyentional home 
purchase loans made by savings'and loan associations. For 1957 these totaled 
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456,300... Allowing for gradual pickup of tempo, and the lag pending enactment 
of enabling State legislation, it would be fair to set down 100,000 loans as the 
volume guaranteed through the end of calendar year 1959, 150,000 through 
calendar year 1960, and 200,000’ for calendar, 1961. The following analysis of 
income, outgo, vay elated risk factors has been based on those assumptions. 
' AVERAGE GUARANTY 

It is naiicatad likewise on the average conventional home purchase loan 
made by insured savings and ‘loan associations for 1957—$9,500.._ That average 
reflected, a loan made at about 70 to 80 percent of the related valuation. At 75 
percent it produces an average valuation of $12,667. Assuming all loans will be ' 
90-percent loans gives $11,400, or more liberally, $11,600, as the average loan 
incoming for guaranty.’ On such loans the exposure factors, as between the 
guarantor Corporation and the mortgagee, under a 25 percent (less 10 percent 
coinsurance) guaranty, would be as follows: 

$8,990—-Maximum risk of mortgagee: $8,700 plus $290=75 percent plus 10 
percent of loss. 

$2,610—Maximum average risk of guarantor: $2,900 less $290=25 percent less 


‘10 percent of loss. 


PERCEN TAGE OF LOSS 


The mandatory 10 percent minimum downpayment, ‘the supervision of a’p- 
praisal practices, the’ requirement of amortization, the sharing of ultimate loss 
by the mortgagee, and the characteristically inflationary trend of the national 
economy all contribute elements that should whittle down the ultimate loss 
payable by the Corporation on each claim. Nevertheless, for the purpose of this 
analysis, the calculations'are based 6n the unlikely assumption that each claim 
results in a maximum payout by the Corporation. ~ 


i ° FORECLOSURE 


The foreclosure curve on nonfarm dwelling mortgages of $20,000 or less * hit 
a high for recent years in the last quarter of 1957, when it showed a rate of 3 
cases per annum for each thousand Joans outstanding. "That is the factor used 


‘in this study to reflect the prospective volume of ‘payouts on the guaranty. That 


is beyond doubt somewhat higher a ratio than could be justified for the proposed 
guaranty program, as it includes unsupervised loans, and no or low downpay- 
ment FHA or'VA loans. It is, noteworthy also that the $6,264,000 cumulative 
payout reflected for: the end of 1961 on the appended balance sheets is higher 
than the $6 million realized loss incurred by VA after nearly 14 years of opera- 
tion, during which honie loans totaling $42 billion have beén guaranteed, many 
of them on a 60 percent guaranty “no down’’-basis. It would also be a most 
generous estimate compared to the estimate of FHA that on its single family 
owner-occupied insurahce (sec. 208) its realized loss after nearly a quarter cen- 
tury of operation is about two one-hundredths of 1 percent of loans insured. 


TURNOVER AVERAGE 


A very substantial factor bearing favorably on the cumulative risk factor of 
the Corporation,is the combined and selective effect of amortization, prepayment, 
weeding out..by foreclosure, and resales. by Owners which result in refinancing. 
Taken together these are termed the “turnover average.” The “turnover” expe- 
rience in recent years of most large. home mortgage loan investment groupings is 
around 10 percent. Life Association of América reports for 6 years beginning 
1950 an annual average of 10.45. FHA reports a 10.47 average on its single family 
unit insured loan total. VA approximates 11 percent. Savings and Loan Fact. 
Book for 1957 shows for 1956'a 17 percent ratio of loans paid to gross mortgage 
loan portfolio, the lowest rate of any recent year. In the light of these compar- 
isons, the calculations which follow adopt a 10 percent turnover deduction, but 
apply only one-half that rate to loans incoming for guaranty within the preceding 
12 months, so as to reflect their progressive accumulation over the year. No 
allowance is reflected for the fact that the guaranty terminates when: the loan 
is ‘:paid down to 50 percent of the original value of the security. -Actuarily ah 





wd g FSLIC-insured savings and loan asseciations—source: Federal Home Loan Bank 


Boa 
? This will be less than two-fifths of anticipated conventional home purchase-loan volume 


: of the savings and loan‘business for calendar 1961. 


2 Source: Federal Home Loan Bank Boa 
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added deduction could be taken were the study madé over a longer term than 
the 3-year span chosen. On a 90 percent, '25 year, 5 percent, equal payment 
amortized loan this would cut off all risk during the 14th year. 


” 


OPERATING COSTS . ? 


Basic to the planning of the proposed guaranty program has been simplicity of 
operating detail, to assuré maximum availability of premium income to cover 
payouts on claims. The’ guaranteed loan is underwritten by the maker, the 


' guaranty is automatic, the reporting is a simple action, the liquidation is left to 


the co-insuring mortgagee,: supervision is exerted through examinations and 
audits for the cost of which the mortgagee is billed direct. Adding up these 
factors it has been deemed feasible to operate the Corporation on a budget equal 
to 2 percent of premium income. However, to allow for nonrecurring expense of 
getting underway this has been figured at 3 percent for the first year of ‘opera- 
tion, a figure which is considered to be-generous. 


PREMIUM LEVEL, 


The law as proposed would authorize a premium from 1 to 2 percent of the 
original loan balance. Within these limits the premium could, of course, be 
adjusted.as the need indicates from time to time, and, separate reserves could 
be set aside to cover risks undertaken at variant premium levels. ‘For the pur- 
poses of this projection, however, preliminary wWeighings indicated a premium 
of 114 percent of loan balance should be adequate. The apperided ¢alculations 
have been made on that.basis. 


RESERVES FOR LOSSES 
The nature of the Corporation's activity is such that its entire capitalization 


stands as a reserve for losses,-after a set aside of,a percent of current premiuni 
income for current operating costs, and after earmarking to cover outstanding 


claims. The nature of the Corporation’s liability on the guaranty is such that, 


all assets, except earmarkings on prior claims, are subject to incoining claims. 
Assets and: reserves are therefore the same thing for practical purposes, an! 
for the purpose of measuring the ability of the Corporation to stand by its 


.guaranty obligations. 


It will be observed that rising annual volume factors have a, tendency to 


. dikute assets in relation to risk, particularly where the turnover factor,.on .the 


current year’s intake is calculated at 5 percent. The opposite is true as a 
leveling off or slackening period is experienced. 

It follows also that the reserve factors derived’ from the calculations shown 
on these pages would be somewhat higher if volume accumulated more slowly 
than the rate used for estimating purposes: 

However, the figures cited reveal that at-the present rate of foreclosures it 
should be yossible to maintain reserves at a near 9 percent to 10 percent of risk 
outstanding, while maintaining a premium rate at 1% percent of the prin¢ipal 
balance ofthe guaranteed loan; that an appreciably higher foreclosure rate 
would still leave respectable assets in hand. Recourse to the power to substitute 
debentures for cash would ‘appear to‘be an unlikely expedient. As has been 


Stated, this 10 aes ent of assets factor—which really is the measure of reserves— - 
compares to a 2 percént reserve currently covering FHA insured loans, also to a 


realized loss.aggregate of about $6 million on VA ‘loan guaranties, out of $42 


* billion in guaranteed loans, and a realized loss in FHA’s comparable title II 


(sec. 203) of less than two-one hundredths of 1 percent of the overall aggregate, 
of insured loans.* 

’ It appears probable, therefore, that at the end of 3 years of operation the 
guaranty corporation will have an ability to withstand family heavy economic 
weather. Shortly beyond that time, if economic weather continués fair it’ wili 
be reasonable for the: Board to consider a retirement of capita), stock, a cash 
dividend, or a premium reduction, or some of all three. 





4Qut of $2614 billion of insured loans, through. February 28, 1958, a réalized loss of 


' $4,638,990 had been taken on final dis sposition of properties, and an added set-aside to 


rovide for added losses on resale o 


6,154,000. 


acquired properties had been made: amiount, 
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APPENDIX “‘A” 
Balance Sheet—Dec. 31, 1959 


INCOME AND EXPENSES THeBOUeH DEC. 31, 1959 : 


Income: 4 
Premiums paid in at 1% percent loan balance__._-.-.---_- $17, 400, 000 
Investment of capital assets : 

8 percent of $20,000,000__.--.-----+----1---- $600, 000 ' 
3 percent of % net prentium income_____-~-- 252, 000 

——__—_—_ 862, 000 
nei inieeiis este 2) re ks te es 18, 252, 000 

Expenses : 

Operating expense, 3 percent of premium income__ $522, 000 
Earmarked for claims, 300 loans * $2,610______-~ 783, 000 fs 
————_—. 1, 305, 000 
ree secome through Dec. Si, T00Gi oii eas... 16, 947, 000 
li he he a a a a 20, 000, 000 
Catal gnipcnicbientomevensbin 36, 947, 000 
CUMULATIVE RISK FACTOR, DEC 31, 1959 

I ee can lnccieceabbiniieaieeanim 100, 000 
UU ct Oa as iceeberinbiieninn x $11, 600 
eerana te Beem BRIAR Oe si i i. wen $1, 160, 000, 000 
i sch ects amie ceiet cn op chiens teen Semmens 58, 000, 000 
Outstan@ing balances... et $1, 102, 000, ( 000 
Maximum guaranty (‘25 percent) -.-..--2_----.--__2_-__. 2 275, 500, 000 
Lees 30’ percent Compurande. ooo ee 27, 550, 000 
Total dollar’ risk datetanding 2. le 247, 950, 000 


Ratio of assets to risk, 14.08 percent. 


APPENDIx “B” 
Balance sheet, Dec. 31, 1960 


INCOME AND EXPENSES. THROUGH DEC. 31, 1960 


Income: 
Premiums paid in at 11% percent X $1,740 million_________-— $26, 100, 000 
Investment income at 3 percent: 
Canttal’ S20 mitten... 2. oe lock $600, 000 
1959 balance, $16,947,000___- __-_-~_________ 508, 410 
1% net premium income for 1960___________ 354, 317 
a 1, 462, 727 





27, 562, 727 
Expenses: 


Operating Cepeneen sen i ee 522, 000 
Earmarked for claims, 750 claims*x $2,610________ 1, 957,500 
——--— 2, 479, 500 
Net, income ‘through Dec. 31, 1960_.-.-..--2-2..-..--.-___-.__- 25, 083, 227 
Creed. Breit Bee ee oe bee ee ak 16, 947, 000 
0S PORE ERE RA LR EEL OA Se a ee a ee 20, 000,000 


Total assets Dee. 31, 1960__-_ BSS Zhe Sta blak SyIGMPEE DS: 62, 030, 227 
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' CUMULATIVE RISK means DEC. 31, 1960 
At risk, end of 1000; lowe tote Riki se le $1, 102, 000, 000 


Less turnover. factor 10 percent--_._-____--____.-__--_- ibe. hcg daa 110, 200, 000 

991, 800, 000 
Remaining 25 percent guaranty... ' 247, 950, 000 
es II a a tein cst a mecca easel 24, 795, 000 


223, 155, 000 


New loan volume—number 0 ROB ini hein ci cates atacand 150, 000 
DAI MINI ts earns bicelles lienraicnasiiascin tesla hendiipdeanictitananifraiiomesr ea xX 11,600 
| 1, 740, 000, 000 

amma Saictar © SOONG iat ig co sensei ete ner enanaeaions 87, 000, 000 
eliiteate Alene Wie isnt: kts ewitidnininincttninnen niente 1, 653, 000, 000 
monn pearanty. (25 percent) cnn cp ewan dewantaneernne 413, 250, 000 
NE Ue RUECUTINEE, CONC TMIUUT ONIN es cdisceenceneee sich omaninyeer egal Sian euenaaomiesin ' 41, 325, 000 
871, 925, 000 
Total dollar risk outstanding-_-.....--.._-------__---- 595, 080, 000 


Ratio of assets to risk, 10 percent. 


APPENDIX “(”’ 
Balance sheet—December 31, 1961 


INCOME AND EXPENSES—YEAR ENDING DECEMBER 31, 1961 
Income: 
Premiums paid in at'114 percent of $2,320 million____-______-__ $34, 800, 000 
Investment income: , 
Three percent of assets carried over from 1960 





(OOO Panett $1, 860, 907 
One-half of 3 percent 1961. net premium in- : 
COMO ccicccaniase heats catia Mats ithiiencks Cocaatthihs 458, 707 
—_ 2, 319, 614 
ii Ng oe sili lable 37, 119, 614 
Expenses : | ‘ 
' Operating costs, 2 percent of premium income_.... $696, 000 
Claims earmarked, 1,250. (3. claims per 1,000 
ID feicccier cinschocapey abate leendiarieipedaitdipbinete tages 3, 523, 510 
; wa 4; 219, 510 
Siok Mrecne: 8068 Wns ee nese ete pe petbenndispintisnunnt |) Se 
Assets carried from 1960_..--- -+-------------------------- hl 62, 030, 227 
OI i ca sont cenes siade pal teaalenneeeina ee Cetin a enna 94, 930, 331 


25834—58———27 
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i APPENDIX “C’’—Continued 


Balance sheet—December $1, 1961—Continued 


CUMULATIVE RISK FACTOR—THROUGH DECEMBER 31, 1961 





1959 : ‘ 
peered en aeee NOlINNOe. | oo a $991, 800, 000 
Less turnover, 10 percent___._-_- sciiaems lita isien leo ae alta cent ietia ning 99, 180, 000 
, 892, 620, 000 
Remaining : 25 percent guaranty_~_ a 223, 155, 000 
EE | RIOR arererernctemer anne toe mateingye Benepe alee tonem sesnge 22, 315, 500 
Total_..\--_-_" ate dined calbatceheseiteat- Aad heen enzage wctinin ai aie 200, 839, 500 
1960 : 
, Loans, end of 1960 balance_.._-=--_-__-- Sieh cdicolidesaighaetpcitinants 1, 653, 000, 000 
Less EON anime mnnhm gn ae Fees i le oa cali 165, 300, 000 
1, 487, 700, 000 
‘ See 
Remaining 25 percent guaranty__.-...-....---.-_--.--..-- 371, 925, 000 
EE IED EMELINE LEA EN 37. 192, 500 
nn  ecttereesinisenat. 5, Maeae, wae 
1961 loans: 
aU NI i apa di aa ti ade Nene sn soa nanchomenpem 200, 000 
Average loan_._...-.~~-_. Siete Crees a eat X11, 600 
2, 320, 000, 000 
Less turnover at 5 percent... 116; 000, 000 
| 2, 204, 000,000 
Gearanty; 26 percent ics) sack sete tee sie db ceo 551, 000, 000 
Less coinsurance, 10 percent..._.!..............-......-...- 55, 100, 000 
Total risk outstanding I a Wa aN 495, 900, 000 


Ratio of assets to risk Dec. 31, 1961, 9 pancont. is sihahiiss bie cestatpanidsa 1, 031, 472, 000 


From where [:sit, if you had a very bad, loss ratio, the next thing 
that would happen would be a great hulabaloo for the Government 
to get in and guarantee it, and you would have the very end result 
which you, gentlémen:do not want’ to see. - 

Mr. Krve. In the revised. bill, Senator, we have a provision for the 
payment f claim? and debentures at any time the reserves of the 
corporation. fall below a 2-percent level, which is approximately the 


eurrent level of FHA reserves. 


Senator,Crark. All right, go ahead, Mr. Bubb. 

Mr. Buss. I might add, Senator, just to clear up this, having been 
in the business in the thirties and having done some business: with 
HOLGC, as Mr. King 'pointed out, there are so many differences ‘now. 

Remeinber, in those days they were:all conventional loans. The 
maximum length of ‘time was 10‘to 12 years. The borrower never 
paid his taxes. monthly. And when times got tough, he was con- 
fronted with a payment-twice what he liad to. rent-a house for. And} 
of course, naturally with 2 or 3 years’ back taxes and that payment, 
it'was so much easier ‘to throw up a home than it is now. when his 
taxes are generally not béhintl.. He has a payment that runs for 25 
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or 30 years, and generally his payment is not any more than rent on 
a house would be. So I doubt very much ‘if we are ever going to:have 
the housing troubles we had inthe'thirtiesagain. = = = =. |... 

Senator.CiarK. Let’s hope you are right. But if you have un- 
employment running up by several million above where we are now, 
there Just is not going to be the money in the till to make the payment 
on the house any more than there is at, present on the car and the 
refrigerator. : a 

I for one, hope, and am pretty confident, that will not happen. 
But in setting up legislation, we have to think of everything. 

Mr. Buss. i certainly agree with you on that. ! 

Senator Ciarx. Why cannot this insurance be. bought through w 
private company instead of setting up a legislative means for it 

Mr. Buss. There does not seem to be any available. 

Senator CLark. Have you explored that possibility ¢ 

Mr. Buss. Yes, we have. 

Senator Cxiark. Do you think that could be because you do not 
think the risk is—— 

Mr. Buss. I do not know what the reasons are, Senator, but we 
have explored it and there does not seem to be any forthcoming. 


As a matter of fact, this is practically a private company. It has ° 


Government supervision, but it is using the money that has been put 
into the local regional home loan banks by the Federal Savings & 
Loan Association. Lrg | 

Senator Ciark. I understand that and I think that will make it 
appealing to a good many members of the committee. But the ques; 


‘tion does almost raise itself as. to if this is a good business proposition; 


why is private enterprise not eager to get into it? 
Mr. Buss. Mr. Slipher said he would like to comment on that. : 
Senator CLark. Happy to have you. 


Mr. Sureuer. Well, for one thing, there is this immediate $20 mil- 


lion to get the corporation started in the bank system. But more 
important than that, we have to deal with State legislature to get the 


maximum up to 90 percent. I think it is going to be a lot easier to:get | 
‘them to do it with this quasi Federal corporation doing the insuring - 
than: it would be if it were just’ a private company. , And the same * 
thing applies to the Federal Home Loan Bank Board. I'think—I _ 


know they are going to be very reluctant to allow Federal associa- 


tions to go,up on completely unsupervised private insurance; whereas, | 
they would authorize a savings and loan to do it if they knew the | 


program had Federal backing. | : 
Mr. Buss: I need not dwell on the importance of increasing’ home 


ownership. and home construction and: the part that housing plays » 
in our general econoniy.. We’ believe that the plan would give an’ 


almost immediate shet in the arm to the economy. 

While it would'naturally take’some time to set up:the corporation 
and get it into full-operation, we believe that builders.could imme- 
diately begin the planning ‘and construction of houses upon the 


basis of tentative commitments from institutions to finance the houses :: 


when finished with the 90 percent loans provided under this bill. 


To the homeowner, the plan means a brand new program of low : 


downpayment home loans. It means that the family that cannot raise 


the 20 or 30 percent now needed for a conventional loan will be able | 
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to obtain a loan for '10 oo down. It means that the family in an 
area in, which FHA and VA are tot readily, available will have a 
low downpayment home financing, plan available to them. 

Senator Ciarx. What Land reve of the housing starts which you 
estimate in the coming ‘year would be in areas where FHA and VA 
are not readily available? i PB 

_Mr. Buss. Well; of course, the last table we have here, the table 
_ ‘Tight here.on the last'7 years, shows that 57 percent of the housing 


_ . starts were financed by conventional mortgages and 43 percent by . 
FHA and'VA. T do not see why that should change particularly. 


Senator Ciark. But you. are speaking in this part of your testi- 
mony about an area where FHA and VA are not available. 

Mr. Sutpuer. Read the letter. 

Mr. Buss. I have a ‘letter whith follows here from a builder. 
Maybe it ‘would answer that, Senator. If it does not, I would be 
glad to——_—_—" ere 7 

Senator Crarx. All right. 

. Mr. Buss. On this point, let, me'quote from a letter sent by some 

members of the North: Carolina Concrete Masonry Association to 
_ their Senators. This particular one was from Thomas F. Adams, Jr., 
of Raleigh, N. C., to Senator Ervin,.and came to us entirely un- 
solicited. He says in part: mals y! 

As you know, insurance companies ‘are not eager to make loans in rural areas, 
but stay close to metropolitan areds, Consequently the people in the small 
towns and rural areas of jour States must reply solely upon.the banks and 
savings and loan institutions. The’banks and savings and loan institutions 
generally will not lend more than two-thirds of the appraised value, though in 
some instances the ‘savings ‘and loan institutions will lend up to. 70 percent. 
In rural areas and small towns, FHA loans are often not available except for 
a few select areas. i ok OM ; ' ‘ 

Several bills have'been enacted and others aré pending before the Congress, 
which aré designed to encourage home construction in an effort to halt the 
eurrent recession. ‘The enactment ‘of the bill referred to below (S. 2791) 
would seem to have a much broader efféct in pur State in this direction than 
any bills heretofore enacted, ay EE 


That is the only way I could answer, Senator. The metropolitan 
areas, yes; in the rural areas, no. 
Senator Ciarg. Let me then ask you this question: To what extent 
do you think this néw plan, if set: upy would be competitive with FHA 
and VA from the point of view of an ordinary individual who wants 
- to buy ‘a home for-his family? Would he not rather go to: VA. or 
FHA if he could ? Be adie i " . 
Mr. Buss. Yes;, if ‘he couli get it, I think he would rather, yés. 
But there are 5,000 savings and loans that do not make FHA loans. 
Senator Ciark. Yes., pe eee 
Mr. Buss. VA in analyzing for its direct-loan program found low- 
vequity financing unavailable in nearly all rural areas. an 
We believe the plan may be the long soyght solution, to the problem 
7 of the trade-in house. :' A great many of the buyers of new homes are 
already owners of a home and must dispose of the existing house before 
they can. buy the new home. This has been q growing problem in re- 
«cent years and many builders feel'it is the number one obstacle in 
new home sales. Since the new loan plan is applicable to existing 
homes which ‘presently are financed: almost entirely by conventional 


loans, it should greatly ease this problem. 
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" [ might add that realtors fora long time have complained that the 


sales. pr houses have. been made difficult by the almost complete 


absence of low downpayment ane 
Of course, the plan will be beneficial to the savings and loan business. 


It will give us.a new way to'serve the homeowner and that is particu- 


larly important this year, because at the present time the rate of, 
savings incréase will soon exceed the available loan demand. 

Our net increase in savings in the first quarter of 1958 is 37 percent 
greater than the net increase for the first quarter of 1957,and in many , 
areas our savings and loan associations are difficulty in | 
finding an adequate supply of good loans. Obeiout, sly, “oars % is a * 
broader field for 90 percent loans than 80 percent, and ‘with this new .. 
loan plan there will definitely be less difficulty in Keeping our funds 
loaned out..° ” . 

Senator CuarKx. Of course you have another alternative, which, I:' 
imaginie,, would not be very appealing to you, that would. be to cut the 


_ interest rate. 


Mr. Buss. I do not think the interest rate would help i in.that situa- 
tion, Senator. It is the downpayment that bothers it, The interest 
rates have been cut. 

I know’ in.my own area interest rates are down considerably, but 
the contractors and realtors keep coming around and saying, “T cannot 
find enough people with that much money to pay down.” 

It is true, of course, when you have’ the interest rate, you have the | 
payment, too. 

nator Crark. After the session I can tell you where you can 
_— a 100-percent riskless loan if you can give me a little less interest 


he: Buss. I will tell you if legally I can, I will make it. 

In summary, then, we. urge the committee to act favorably on this | 
new plan: which will pT home construction, improve our na- 
tional economy, extend homeownership, and add a new tool to those - 
already provi ed by this committee for building a stronger and better 
America. 

‘Senator; if I may conclude my ‘statement with this, I would like to 
ask that the attached-revised draft of the bill and statement-of differ- 
ences between the draft and S. 2791 be made a part of the record. 

Senator Ciark.. That'will be done. 

(The documents referred to follow ;) 


4) 


Masor DirFERENCES BETWEEN S. 2791 anp May 13, 1958, Drarr » 


1. Capital stock subscription of Federal home loan banks lowered from $50 mil- 
lion to $20 million. 

2. Participation limited to members of the Federal Home Loan Bank System. 

8. Eliminates power of Corporation .to borrow, from Federal home loan banks 


or Federal Savings and Loan Insurance Corporation. 


4. Revises language to make taxation provisions comparable to that of other 
quasi-Government: corporations and to make applicable the provisions of the. 
Public Debt Act of 1941. 

5. Makes dividends on stock of Corporation noncumulative. 

6. Increases guaranteed portion from 20 percent to 25 percent of loan balance 
(but not in excess of 90 percent of final loss). 


7. Gives Board power to regulate against secondary financing and prescribe . 


appraisal procedures. 
8. Provides that Secretary of ‘Treasury must approve rates and ‘terms ‘on 
obligations issued by: the Corporation. 








































































2 percent of outstand 


HOUSING ACT OF 1958 


cit D. thidbitntntbokbose toiosnacnimies-cosupled hemes. 


10. Requires annual report of Corporation to'Gongress. 

‘11. Limits total guaranteeing authority of Corporation to $2 billion. 

12. Maximum loan; $25,000; maximum loan eT 90 percent of value, not to 
exceed corresponding FHA loan limit. 

13. Automatic guarantee for eligible loans. 

* 14. Federal savings and loan association’ authorised to make any loans within 
limits of eligibility prescribed in act. “4 

15. Incontestable clause added. ' 

16. Payment on final loss"basis provided, out of funds earmarked at time claim 
originally submitted. ° 

17. Debenture pay epeent permissible if cain of Corporation become less than 
ng risk. : 


“qs. ,\85th Cong., 24 sess.] 
A BILL Creating the, Federal Home Mortgage Guarantee Corporation to enable the 


thembers of the Federal Home Loan Bank System to supply broadened support. to lowdown 
payment home mortgage: loans in their communities’ * 


‘ 





Be it nutes by thé Senate and House of Representatives of the United States 
of America in Congress assembled, That this.act may be cited as the Federal 
Home Mortgage Guarantee Corporation Act. 

Sec. 2. The Federal Home Mortgage Guarantee Corporation (herein referred 
to as the “Corporation” ),.is hereby created and chartered as a corporation for 
the purposes herein stated. 

Sec. 3. The Federal Homie Loan’ Bank Board (herein referred to as the 
“Board” ) is authorized and directed to operate said Corporation and to prescribe 
bylaws, rules, and regulations not inconsistent with this act. 

Seo. 4:.(a) The Board shall provide for the issuance of nonvoting capital 
stock of the Corporation,:divided into shares of $100 par value each. Upon the 
call of the Board, the Federal home, loan banks shall subscribe to such stock in 
an aggregate amount not exceeding '$20, million*and shall purchase and pay for 
the same in proportion to the par value of the outstanding capital of each Fed- 
eral home loan bank at the time of such call. 

(b) In the, discretion of the Board from tinie to time dividends may be de- 


' elared' and ‘paid on the capital stock of the Corporation and a portion or all of 


such stock may be retired at par, but no such dividend or retirement shall re- 
duce the total capital, resérves, and surplus of the Corporation below $30 million, 


'. nor below that amount which in the opinion of the Board is necessary or desir- 


able to retain adequate coverage of dssumed risks outstanding. 
, Sec.’5. When any of.the capital stock of the Corporation is retired, it shall) 
be retired pursuant to an order of the Board upon an equitable basis. The Board 


‘shall provide for the issuance and retirement of capital stock in full shares. 


Src. 6. The Board thay at any time by regulation require participating mem- 
bene of, a’ Federal hone loan bank, to purchase at par value and ‘hold capital 
stock of: the Corporation: as a further condition’ precedent to the right of such 
institution 'to obtain further guarantees under this act; But no such regulation . 
shall be retroactive, or require | ‘any such fnember to purchase stock of a par 
value in excess of 1 percent of the’ original principal balance ,of loans there- 
after submitted by such, member to the © orporation for issuance of a certificate 


j _of guaranty. 


Sec. 7. Upon the date of. enactment. of this act, the Corporation. shall be- 


_ come a Body corporate, and Shall be an ‘instrumentality of the United :States 
’ and as isuch have power— b ; 


{ay to. adopt and use a corporate seal ; ‘ 
(b) ty ‘have succession until dissolved ih act of Congress; 
(c) ‘to makeréontracts; ; 
¢ ‘ (d) to sue and 'bé sued, ; coniplain and. ‘defend, in any court of law or 
: equity, State or Federal ; and 
(e) to bid in at foreclosure sale or otherwise settee, ,aequire, hold, 
manage, lease, recondition, or resell any real property given as security fora 
‘loan it has guaranteed. . 
(f) to appoint and to fix the compensation of such officers, employees, 
attorneys, or agents as shall be ‘necessary:for the’ performance of its duties 
» ‘:under this act, without regard‘ to the provisions of any other law relating 
to the employment or compensation of officers or employees of the United 
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| States. Nothing in this act or any other provision of law shall be. con- 
strued to prevent, the appointment and compensation, as an officer; attorney, 
or employee of the Corporation, of any officer, attorney, or eniployee of any 
board, corporation, commission, establishment, executive department, or in- 
strumentality of the Government, including the Federal home loan banks. 
The Corporation, with the consent of such board, corporation, commission, 
establishment, executive department, or instrumentality, inicluding any field 
services thereof, may avail itself of the use of» information, services, and 
facilities thereof in carrying out, the provisions of this act, and may pay 
reasonable compensation therefor, and all of the foregoing; are hereby au- 
thorized to provide to the Corporation such ,information, services, and fa- 
cilities as it may request. The Corporation shall be entitled to the use of 
the United States mails for its official business in the same manner as the 
executive departments of the Government, and shall deterniine its hecessary | 
expenditures under this act,,and the manner in which the same) shall be 
incurred, allowed, and paid, without regard to the provisions of any other 
law. 

Sec. 8. For the purposes of this act, the Corporation shall have power to 
borrow money, and to issue notes, bonds, debentures, or other such obligations 
upon such terms and conditions as the Board may determine, with the concur- 
rence of the Secretary of the Treasury. Moneys'of the Corporation not required 
for current operation shall be deposited with the Treasurer of -the ‘United 
States or, upon the approval of the Secretary of the Treasury, in any Federal 
Réserve bank, or in any Federal home loan bank, or, shall be invested in obli- 
gations of, or guaranteed as to principal and interest by, the United States. 
When designated for that. purpose by the Secretary of the Treasury, the Cor- 
poration shall be a depository of public money under. such regulations as may 
be prescribed by the Secretary of the Treasury, and may also be employed as 
fiscal agent of the United States, and it shall perform all such reasonable duties 
as depository of public money and fiscal agent as may be required of it. 

Sec. 9. All notes, bonds, debentures, or other such obligations issued by the 
Corporation shall be exempt, both as to principal and interest, from all taxation 
(except estate, ‘inheritance, and gift taxes) now or hereafter imposed by .the 
United States, by any Territory, dependency, or possession thereof, or by any 
State, county, municipality, or local taxing authority. The Corporation, includ- 
ing its franchise, activities, capital, reserves, surplus, and income, shall be 
exempt from all taxation now or hereafter imposed by, the United States, by any 
Territory, dependency, or possession thereof, or by any State, county, niunicipal- 
ity, or local taxing authority ; except that any real property of the Corporation 
shall be subject to State, Territorial, county, municipal, or local taxation to the 
same extent according to its valué as other. real property is taxed. Nothing in 
this section shall. affect the applicability of the Public Debt Act of 1941, as 
amended. ’ 

Sec. 10. The Corporation shall make an annual report of its operations to the 
Congress as soon as practicable after the first day of January in each year. 
Such report may be a part of the annual report of the Board. 

Sec. 11. No individual, association, partnership, or corporation: shall use the. 
words “‘Federal Home Mortgage Gurantee, Corporation,” or any combination of 
any of these words which would have the,effect of leading the puplic in genpral 
to believe there was any connection, actually not, ‘existing, ,between.such in- 
dividual, association, partnership, or corporation and the, Federal Home Mort- 
gage Guarantee Corporation, as the name under which he or it shall hereafter do 
business. No individual, association, partnefship, or corporation shall advertise 
or otherwise represent falsely, by any device w hatsoever, that, his or its mort- 
gages are insured or.in any way guatanteed by the Federal Home ' Mortgage 
Guarantee Corporation, or by, the Government of thé United States, or ‘by any 
instrumentality thereof; and no insured mortgagee or holder shall advertise or 
otherwise represent falsely, by any, device whatsoever, the extent to which or the’ 
_ Manner, in which his or its mortgages are insured ‘or guargnteéd hy the Federal 

Home Mortgage Guarantee’ Corporation. Every individual, partnership, associa- 
tion, or corporation violating this section, shall be punished by a fine ‘of not 
exceeding $1,000, or by imprisonment not exceding l‘year, or both. 

“Sec. 12. (a) Loans eligible for guarantee under this'act may be made by a 
member of a Federal home loan bank in an criginal principal amount not ’in 
excess of $25,000 secured by first lien or its equivalent on real estate on which is 
loc: ited a dwelling designed for ee occupancy situated within 50 miles 
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of the heten office of thie sihciianiines whieh. emantn must be owned and satiate 
by the mortgagor as his hgme or in good faith intended for such occupancy and 
amortized on 4 regular basis (beginning not more than 12 months from the date 
of the loan) within 25 years from such date... 

(b) The' Board shall prescribe by general regulation the principles upon which 
the appraisal of the value’ of the security.shall be based and for procedures to 
conte excessive valuations. It shall prescribe and fix the ratio of loan to 

ised value which is permissible which shall be 90 percent of the appraised 
ain of’ the security or the ‘maximum ratio then permitted in the same price 
class undér section 208 of' the National Housing Act, whichever is the lesser’ 
amount. It may limit or prohibit the amount: of secondary financing on the 
property securing a logns, but if it does so it shall prescribe the evidence 
required ‘as to such finance ng. It may require appraisals pursuant to principles 
established by it executed and deliveted on a form prescribed by it by an ap- 
praiser selected by thie mortgagee or' by an'appraiser approved by the Corpora- 
tion. a may prescribe the form of application fon loans to be guaranteed under 
this 

(e ides member of a Federal hone loan wanke shall have the right to make 
loans in substantial compliance with this section’ and regulations made pursuant - 
thereto and such loans so made if reported to the Corporation within 1 year from 
the date of the same, or 30 days after the’ last disbursement on the same, which- 
ever occurs fitst, together with a copy of'the application of the mortgagor for 
such loan, a copy of ‘the obligation of the borrower and his security instrument, 
a copy of the prescribed, appraisal of the property, and a remittance of -the 
premium as prescribed by the Board, shall be automatically guaranteed as pro- 
vided in this act and the Corporation shall: promptly issue evidence ‘thereof to 
the mortgagee: 

(d) Any Federal minions and loan association is authorized to make any loan 
eligible for guaranty under, this act, and to purchase at par and hold the capital 

‘stock of the Corporation pursuant to any requirement imposed by the Board 
under this act.. , 

(fe) Bach guaranty hereunder shall obligate the ‘Corporation to pay the holder 
of the guaranteed loan, in. the event of loss consequent on the default of the 
mortgagor before the loan'has been paid ddwn to below 50 percent of the ap- 
praised value, an amount equal to 90’ percent of. the final loss ascertained as set 
forth in this section and the Corporation’is authorized to pay such amounts 
provided that in no ‘event shall the amount payable or paid on any guaranty 
exceed 90 percent of 25, percent of 'the original amount of the guaranteed loan. 
Tf at any time the original ‘indebtedness is. paid down below 50 per centum of 
a appraised value of the security for the loan, the guaranty shall 
exp 

(f) No bylaws, rules, or regulations made pursuant to this act shall affect 
retroactively the rights of. any holder of a guarariteed mortgage. The validity 
of a guaranty ‘created pursuant to the terms of this act shail be incontestable 
‘except for fraud or' misrepresentation on, the part of'the mortgagee. 

(g) The unamortized gross dollar risk. of ‘the Corporation outstanding on 
loans guaranteed under this act shall not exceed ‘at any time, under estimates 
maintai. by. ‘the Corporation for the. . purpose, $2 billion, and the Board 
shall p ribe by regulation for such ¢urtdilment of the making of loans eligible 
for gnaranty hereunder as may be indicated to maintain the aggregate risk 
within such maximum limit, 

Seo. 13. (a) If'at any time before the’ loan is paid down to below 50 per centum 
of the original appraised value the mortgagee elected to foreclose the mortgage, 
pursuant’'to its terms, the ‘mortgagee Shall give: ‘the ‘Corporation 30 days’ notice 
before beginning foreclosure proceedings. After tle expiration of such period the 
holder may file with the Corporation its.claim for payment of the guaranty. The 
Corporation shall thereupon, if it finds such claim prima facie proper, earmark 
‘in favor of such claimant a part of the assets ef the Corporation equal to the - 

,amount of such claim. ,, Félidwing. thé liquidation and resale of the security and 
the resultant ascertainment of the final, loss of the holder, the latter may submit 


a revised and supplemental claim to the Corporation, based on its final loss and 


the Corporation shall pay from such earmarked’ fund and from such other re- ° 


sources as may be available, for the purpose,90 percent of such loss but not in 


excess. of 90 percent of 25 percent of the amount of the loan. The Corporation 
shall have power to effect; payment - any — or final loss on a nettiement 
or compromise’ basis.” ees 
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(b) For the Gotewmination of a “final loss” within the aati of subsection 


(a) claimant may include the following items: 

Unpaid principal of the loan. : 
Unpaid interest at the loan rate up to a total of 90 days’ interest until | 
date of claim or foreclosure is begun or a,conveyancé in lieu of foréclosure is” 
accepted, whichever is first, and thereafter at: one-half such rate on the 
amount invested by the mortgagee in the mortgage or the property from 
time to time until the date of the‘filing of its final claim of loss with -_ 
Corporation. ‘ 
Sums advanced by the holder for— Wier, 5 ‘ 

1) payment of accrued taxes and assessments, ‘ 

(2) payment of hazard insurance premiums, 

(3) cost of repairs necessary for the preservation of the security, 

(4) reconditioning the property for'resale, and’ 

(5) sales commissions at customary local rates to brokers:on resale. 
Against such items there shall be offset any credits received on accounts of re- 
funds, rentals, or resale.; Expenses pertinent to liquidation, dr foreclosure 

other than those specifically listed herein may be taken into account only in the 
reporting of a loss guaranteed pursuant to section 17 Of this act,; and shall, be so 


listed in conformity with the terms of ‘the ‘special contract of' ‘guaranty issued ‘ 


under that sectidn. Any loss resulting from failure of or defect in title or failure 
of the holder to keep in force customary hazard instirance shall be deducted 
from the amount.otherwise payable'for such guaranteed loss. 

(c) The guaranty shall be for the benefit’ of the original holder of the guaran- 


.teed mortgage and of any. subsequent holder by assignment or other form of 


transfer.. Subject to such regulations as the Board may prescribe, the guaranty 
shall not be affected by the release of an obligor, or of security, or by the consent 


of the mortgagee to the assumption of the loan, or by the acceptance by the mort- 


gagee of a conveyance in lieu of foreclosure. 

(d) At any: time the assets of the Corporation available for earmmarking as 
provided in subsection (a) hereof are' redut ed’ to. a level estimated by the: Cor- 
poration to be less than 2 percent of assumed risks outstanding, the Board may 
by regulation prescribe a procedure whereby in lieu of cash payment under sub- 
section; (a), all or part of claims submitted after a given date ‘shall be payable 
after ascertainment of -final loss in deferred obligations of the Corporation 
having a maturity not in excess of 10 years, which shall'bear interest at a rate 
approximately equal to the average rate then payable upon obligations of the 
United States of similar maturity. 

(e) The payment or satisfaction of any guaranty or rights’ arising there- 
under, or of any other obligation of the Corporation shall be limited’ to the assets 
of the Corporation as provided in this act. | 

SEo. 14. (a) The premium for'a some mortgage guaranty under this act shall 
be prescribed by the Board, but shall not be less than 1 percent nor more than 
2 percent of the original principal amount*of the mortgage and,shall be payable 
by the mortgagee or the mortgagor at the time. the mortgage is guaranteéd or 
may be included in and disbursed from the: loan aniount., Upon the payment of 


such premium, the Corporation shall issue its guaranty policy to the mortgagee is 


in the form prescribed by the Corporation. 

(b) The Board may, by regulation allocate any paft of future premium income 
or of income derived therefrom to separate accounts, reserved for the payment 
of claims arising from the guaranties of loans upon which such premiums were 
paid. 
Sec. 15. Oper-end mortgages may be guaranteed as provided in this act, -but 
if any addition: il advances are made ‘before the guaranty is due, to expire *the 
guaranty shall then expire unless a copy, Of the additional adyance agreement 
is forwarded ‘to the Corporation together with a premium for ‘the amount of 
such advance. ‘If such advance js made and forwarded and the premium paid, 
the mortgage shall remain guaranteed for the percentage of the loan originally 
guarinteed until the.debt‘is less than 50 per centum of the original appraisal. 

Sec. 16.:(a) The Board is further expressly authorized: (1) To suspend any 
participant for unsound practices, or to declare it ineligible to obtain further 
guaranties under this act, (2) to suspend or bar any, holder from acquiring 
further loans guaranteed ‘under this act,,or (3) to restrict from time to time 
the percentage of the total loans made in any calendar’year, or the tota) per- 
centage of its loan portfolio, which any institution or- mortgagee may have 
guaranteed as provided in: this act, or (5) otherwise to make and impose such 
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‘requirements, limitations, or conditions not inconsistent with this act as may 


be reasonably conducive to the proper operation of the Corporation. 

(b) Any percentage or any amount, limitation, maximum, or aggregate which 
is specified in this act may in the discretion of the,Board be extended or exceeded 
to round but a ‘particular sum or kor other reasonable convenience in computa- 
tion or tabulation. 

Sec. 17. In addition toa the guiventy. of mortgages as herein provided, the 
Corporation is authorized tq guarantee any part or all of the foreclosure costs 
and outlays’ (including attorneys’ fees) on its guaranteed mortgages for an addi- 
tional prémium on terms aid conditions and for’ premiums prescribed bv it. « 

Sec. 18. ‘The Corporation is authorized to require any member of ‘a Federal 
home loan bank which has obtained a guaranty ‘under this act to make reports 
and supply copies of reports of public examinations and of public and private 
audits and ‘to make its books and records available to the Corporation and to 
, permit the Corporation to exaihnine them. It may make such examinations as may 
be reasonably necessary and the institution,examined shall pay the cost of such 
examinations. | 

Sec, 19. If any provision of this act, or the application thereof to any person 
or circumstances, is held invalid, the remainder of the act, and the application of 
such provision to other persons or circumstances, shall not be affected thereby. 


* Mr. Buss. Also we have received copies’ of several hundred letters 
written by builders, realtors, and, others in'support of the plan. I 
would appreciate it if nine of' the short letters, representing a cross | 
section of the mail, be made part of the record. 

Senator Crark. That will be done. * 

(The letters'referred to follow :) 


= ACO ASSOCIATION °OF HOME Burmpens, 
Waco, Tex., April 2 9, 1958. 


Hon. JoHN SPARKMAN,’ - 
United States Senate, ' 
‘ Senate Office Building, °° ero 
Washington,.'D. C. 

Deak Mri SPARKMAN: The, Waco Association: of Home Builders passed a 
resolution to.support the guaranteed conventional-loan plan, 8. 2791. We have 838 
active members on bur roster‘now. : This bil] would allow homeownership to more 
families in, our community. ‘We will appreciate your support on this. 

Thank you. 


o 


" A: fb. AMELUNKE, Secretary-treasurer. 


4 ¥ ‘ ' 


' ; .: THe’ Hewry Buttprne Co., 
Baltimore, Md., April 28, 1958. 
The HonorasBLe J. GLENN BEALL, 
United States Senate, 
Senaté Office Building, 


Washi in gton, D.C. 


DEAR SENATOR Beat; As a builder:of honies inthe Baltimore area, I strongly 
urge the passage of S. 2791, ‘known as the home loan guarantee bill. 

This bill could hot only be a great stimulus to the housing industry and real 
estate business but to the economy in’general. More homes-could be built because 
of lower downpayment. requirements and without the aid of any Government 
subsidies, appropriations of new taxes. ' 

The bill would make possible high equity financing without the risk or expense 
of second mortgages. 

I do hope you will give favorable éonsideration to this measure and that you 
will urge your colleagues to take similar action. 

Sincerely yours, 


55, Henry I. Apter, President. 
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E. CaRLTon Wiron, INC., 


_ 5, 1958. 
The Honorable A. WILLIS ROBERTSON, . 


United Statés Senate, 
Senate Office Building, 
Washington, D. 0. wea ’ 
‘Dear SENATOR Ropertson: I am a homebuilder in the city of Richmond, Va., 
and am very much interested inthe home loan guarantee plan which is a part 
of S. 2791. This plan would permit savings and loan associations to make 
home loans up to, 90 percent of the’ value of the property. (This is something 


‘we have needed in Richmond for a long time. Many of the potential buyers of 


my homes have difficulty raising from 20 percent to 25 percent ‘of the down- 
payment. Many of them could raise 10 percent without, too much difficulty.) 
Savings and loan associations make a large percentage of the home loans in 
the Richmond area, Permitting them to make 90 percent loans would greatly 
stimulate the home building industry in this area. I urge you to sxe the Home 
Loan Guarantee Plan your support. , 
Very truly yours, 
E. CARLTON Wwitston, President. 


EXCERPTS FROM, MIN _— OF MEETING MAY 1, 1958, CHARLESTON REAL RATATE BOARD 


At a meeting on May 1.a resolution’ was made and unanimously passed that 
the Charleston real estate’ board favor and urge the enactment of S. 2791 intro- 
duced by Senator Sparkman. The act deals with the approval of a Home Loan 
Guarantee Plan which, when instituted, will allow savings and loan ‘associations 


‘to have the top 20 percent of conventional loans insured and thus permit the 


making of loans requiring smaller down Ree. ’ 
May % 1958. ; Ks ; 


4 Ny Rocky Mount, N. C., 
ry April 29, 1958. 


Same letter written to Senator Sam J, Etvin, Jr., Representative Harald D. 
Cooley, and Representative L. H. Fountain. 


Hon. JOHN SPARKMAN, 


‘U ree States Se nate, 
Washington, D.C. 


DEAR bis ao SPARKMAN: Inasmuch as my brother, C, H. Powell, and I are 
building contractors, averaging 25-30 houses a year and depend ‘almost entirely 
on financing these houses through our local building and loan associations, we 
are vitally interested in the bill, S. 2791, which you are now considering. 

This bill, which we understand will permit mortgage loans over 25 years and 
raise the percentage of valuation: that can be borrowed from 80 percent to 
90 percent, will practically eliminate all second mortgages which are a real handi- 
cap to prospective homeowners and an obstacle to contractors. | 

Certainly, the passage of this bill will make it possible for ma‘ny more: people 
to become homeowners and will serye as a real boost to the building trade. We, 
therefore, solicit your support of this measure. 

Sincerely yours, 
E. C. POWELL. 


INDIANA, PA., CHAMBER OF Cholanns z, 
Indiana, Pa., April 29, 1958. / 
Hon. JouHn SPARKMAN, 
Chairman, Housing Subcommittee of 
Senate Banking and Currency Committee, 
United States Senate, Washington, D.C. 


Dear Mr. SPARKMAN: As a chamber of commerce we are concerned about the 
new homes for the many families who are coming to Indiana and vicinity. New 
family homes aré very much’in.demand at this time. 

We would, therefore, respectfully urge early action on 8. 2791 providing in- 
surance for mortgage loans by savings and loan companies on new homes. 

, Ten percent down payment on new homes and niortgage terms as long as 25 

years are liberal and attractive. 
Sincerely yours, ‘ 

WILtiAM L. INGERSOLL, 
Exzecitive Secretary. 
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- Donnay-Retr1z, INo., 
. : S v . St. Paul, Minn., April 25, 1958. 
Re 8. 2791. 
Hon. EpwarpJ.Tuyg;, . | 
United States Senate, 
Senate Office Building,’ . ° 
Washington, D.C. 

‘Dear Senator Toye: As you know, the above bill is before the Housing Sub- 
committee of the Senate Banking and Currency Committee for consideration. 

In our opinion,.as builders of homes for many years, this bill embodies features 
that will not only make it possible for more people to acquire a-home but elimi- 
nates present penalizing second mortgages. 

The passing of this bill will lower the cost of a home to the buyer because it 
will put a stop to the points system of extra costs paid by the purchaser. 

We wish to urge you to vote for this bill when it is presented. 

Sincerely yours, 
MARTIN H. REtvTz. 


hixisine MATERIAL DEALers’ CREDIT ASSOCIATION, 
. » Los Angeles, Calif., April 25, 1958. 
SENATE BANKING AND CURRENCY Com MITTEE, 
United States Senate, | 
Senate Office Building, . ; 
Washington, D.0. — 

Dear Senators; You have under consideration at the present time, S. 2791. 
This bill provides for savings and loan associations to make loans up to 90 per- 
cent on a 25-year basis, with a ceiling of $20,000. However, they cannot exceed 
«* the maximum permitted for FHA No. 203 loans in the same price bracket: The 

bill further provides for regulations against second mortgages. It protects the 
premium to be paid by the borrower. It provides for insurance coverage that 
protects all concerned through the Home Loan Guarantee Corporation, and they 
would be under the jurisdiction of the Federal Home Loan Bank Board. 

Our association is composed of wholesalers, manufacturers, jobbers, and retail- 
ers of building materials, wholesale lumber distributors, banks, savings and loan 
associations, bonding and surety companies,. building and loan associations, joint 
control agencies, and such other organizations, either public or private, whose 
information will ‘establish better credit relations inthe building industry and 
uplift the principles of credit. We have been in operation since 1903. 

It is our unanimous opinion that this bill. would greatly assist those desiring to 
purchase new homes and also would greatly stimulate all-lines of business. We 
therefore not only endorse this legislation but will appreciate your giving it 
favorable consideration at this session of Congress. 

erent ; 
Oa M. DEAN, Secretary-Manager. 


Kouts REALTY Co., 
- Mitwaukee, Wis., May 5, 1958. 
‘Hon. JoHn SPARKMAN, | 
United States ‘Senate, 
Senate Office Building, Washington, D.C. 


DEAR Sen ATor SPaRKMAN: I am a builder‘and realtor licensed: to do business 
in the State of Wisconsin. I earnestly solicit your support of S. 2791. 

The revision downward in the downpayment requirement will be the biggest 
antirecession boon to home builders, homeowners, and financing institutions 
alike..’The enactment of this bill will place thousands .of additional men to 
work in the home-building:and allied induStries- and surprisingly it will permit 
the Government to give added aid to home building and ‘home buying without 
spending any Government money as other make-work projects which are now 
being planned will do.’ , 

* Yours very sincerely, 
' HaARoLp. Konrs. 
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Mr. Buss. Thank you, sir. 

Senator Crark. Before you, saci Mr. Bubb; I have just two ques- 
tions I know will be of interest to the’committee. . 

Under this plan, there will be no ve to control the interest rate, 
will there? 

Mr. Buss. No, sir. 

Senator Ciark. It would find its level in the open market? - 

Mr. Buss. Yes, sir. », 

Senator Cuark. And secondly, you would not have any minimum 
property: standards, would you?. 

r. Buss. Well, ‘the Federal Home Loan Bank Board would have’ 

a right to set those up under their regulations. 

Senator Ciark. But your plan does. not contemplate itt 

Mr. Buss. No, sir. 

Senator Crark. Thank you very much, 

Mr. Buss. Yes, sir. 

Senator CiarK. It was very interesting testimony. sou 

Mr. Buss. Thank you, .  * 

(The following were received with reference to Mr. Bubb’s testi- 
mony :) . 
FEDERAL HOME LOAN BANK Boarp, 
_ Washington, D. C., May 26, 1958. 
Hon. JoHN J. SPARKMAN, 


-Chairman, Subcommittee on Housing Committee on Banking ‘and Currency, 
United States Senate. 

Dear Mr. CH'AIRMAN: Reference is made to a letter dated May 15, 1958, from 

Mr. Jack Carter, staff director of the subcommittee, requesting the comments 

and recommendations of the Federal Home Loan Bank Board on the new draft 


. of S. 2791, offered in testimony on that date by Mr. Henry A. Bubb, who appeared 
- for the United States Savings and Loan League. 


This new draft meets in whole or in part a number of the objections which 
the Board made with respect to 8S. 2791 in its, testimony on May 13. The Board 
considers the draft a substantial improvement over the bill as introduced. It 
does, however, have. a number of comments with respect to the draft’s provisions 
which: are hereinafter set forth: 

As‘will be recalled, the Board stated nine specific objectibns to §: 2791, point- 
ing out also that there were a number of technical defects in the bill. 

The Board feels.that the new’ draft meets its objections numbered 2 (cumu- 
lative dividends and dividend rate), 3 (tax status of obligations of the new 
corporation), and 4. ‘(borrowings from, Federal home loan banks and the Fed- 
eral Savings and Loan Insurance Cdrporation. 

With respect to the matter of dividends, however, the Board calls attention 
to a feature of the new draft which; the Board Believes is objectionable. Sub- 
section (b) of section 4 would prohibit the payment of any dividend if the . 
payment would reduce the total capital, reserves, and surplus of: the corporation 
below $30 million. . The Board is of the view that this provision niight unduly 
defer the possibility of the payment of dividends, and therefore recommends 
that at ‘page 2, line 5 of the draft the language “dividend or” be deleted. 

On the other hand, we are unable to: fine anything in the new draft which 
meets our objections Nos: 5, 6, and 8. 

Objection No. 5 took exception to the alternative provision in section 13 of 
8.2791 permitting loans on property not occupied by the owner but “in good 
faith intended for such occupancy,” stating that this provision might be con- 
strued to permit loans to, operative builders and that as a4 matter of policy such 
loans should not be included. Subsection (a) of section 12 of the new draft 
provides that the property must be owned and occupied by the mortgagor as 
his home “or in good faith intended for such occupancy.” The Board believes 
that, in order to guard against the possibility ‘that loans to operative builders 
might be held to be included, the quoted lariguage should be deleted. 

Our objection No. 6 stated that the Board objected to the failure of section 
18 to include selling price, if lower than appraised value, as an alternative basis 
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for determining the maximum amount of the ‘Joan. The new draft does not 
contain, in section 13 or in any other section; a provision for such an alternative 
basis, and the Board again raises this objection. 

It is to be noted that if this alternative basis is adopted, consideration might 
appropriately be given to the making of conforming changes in the last sentence 
of subsection (e) of section 12, so as to provide in the alternative that the guar- 
anty would cease when the loan was paid down to below 50 percent of the sell- 
ing price, if the selling price was ower thah the appraised value, and to the 
making of further conforming changes in the first sentence of that subsection 
and in the first sentence of subsection (a). of section 13. ° 

Finally, objection No. 8 advised that, because of the risks involved, the 
Board would not favor limitation of 'the maximum premium to 10 percent of 
the amount ‘by which the mortgage is guaranteed until sufficient experience by 
operations of the new corporation demonstrated that the limitation was realistic. 
The Board again makes the same objection to the limitation of the maximum 
premium under subsection (a) of section 14 of the new draft to 2 percent of, 
the original principal amount of the mortgage. 

This leaves for consideration the Board’s objections Nos..1, 7, and 9. 

Objection No. 1 stated that the Board did not believe that initial capital in 
the amount set forth in the bill ($50 million) was needed or desirable, and that 
the Board felt that consideration should be given to the question whether any 
furnishing of capital by the Fedéral Home Loan Banks should not be for a 
limited period only, at the end of which the entire capital would consist of 
capital supplied by institutions using the guaranty facilities. 

So far as.concerns the: amount: of the initial capital the new draft meets this 
objection, by’limiting this amount to $20 million. However, by requiring that 
any retirement of capital be “pursuant to an order of the Board upon an equitable 
basis,” section 5 of the new draft might be construed as preventing retirement 
of any of the capital held by the Federal home loan banks without a correspond- 
ing retirement of such capital as might be held by other holders. The Board 
therefore recommends that a new provision be added in that section, or at some 
other appropriate place, to the effect that no stock held by any holder other than 
a Federal home loan bank shall be retired until all stock held by. Federal home 
loan banks has been retired. 

Objection' No. 7 stated that the Board was not in favor of the settlement pro- 
visions of the bill and that, in particular, it had grave doubt as to the provision 
of section 13 that the corporation might pay to the mortgagee the amount invested 
in the mortgage and take transfer of the mortgage. The new draft,omits the 
provision as to such payment and transfers, and to that extent meets the objec- 
tion made. However, the Board believes that further changes should be made 
in the settlement. provisions of the new draft, which appear in section 13 thereof. 
These changes are set forth below in. the discussion of section 13. 

Our last specific objection, which was objection.No. 9, stated that the Board 
considered the bill, defective in that it did not provide express authority for the 
‘regulation or prohibition of secondary financing. Subsection (b) of section 12 
of the new draft provides that the Board. “may limit or prohibit thé amount of 
secondary financing on the property securing such loans, but if it does so it shall’ 
prescribe the evidence required as to such financing.” | We believe that the quoted 
language should be amended. to, read along the following line: “may limit or 
prohibit secondary financing on the property securing such loans, and may 
prescribe the evidence required as to such financing and the time and manner of 
the submission‘of such evidence.” . 

The Board also has some further comments anil suggestions with respect to 
the new draft. 

First, the Board objects to the provision of subsection (a) of section 12 
fixing the maximum amount of an eligible loan at $25,000- and the provision of 
subsection (e) of that section fixing the maximum amount of the guaranty at 
90 percent of 25 percent of: the original amount of the loan. It believes that 
these figures should’ be fixed at, $20,000 and 90 percent of 20 percent, as in the 
original bill. ' In the event that the Board’s: recommendation on this matter 
should be adopted, any needed conforming changes should, of course, be made, 
including a ehange of “twenty-five percent” to “twenty percent” in the next to 
last sentence of subsection (a) of section 13. 

‘Further, in the same subsection (subsec. (a) of sec. 12), the Board notes that | 
the requirements of section 13 of the original bill that an eligible mortgage be a 


4 
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first mortgage and be amortized monthly have been, changed so that under the 
new draft the loan may. be a first lien “or its equivalent’ and so that amortiza- 
tion need not be monthly but need only be “on a regular basis.” The Board _ 
feels that eligible loans should be required to be first liens and that, amortization 
should be on a monthly basis, and accordingly recommends that, in' this sub- 
section the language “or its equivalent” be deleted and the word “monthly” 
inserted before the word “basis” in the language “amortized on a regular basis.” 

In connection with subsection (b) ,of section 12,'the Board notes that the 
second sentence appears to be intended to give the Board ‘discretion in the fixing 
of the maximum loan-to-value ratio, but it actually negates any such discretion 
by providing that such ratio. shall be 90 percent, of the appraised value or the 
maximum ratio then permitted in'the same price class under section 203 of the 
National Housing Act, whichever is the lesser. The Board believes it should 
have discretion in the matter’ (within the limits set forth'in the subsection) and 
recommends that this sentence of the new draft be amended accordingly. 

Subsection (c) of section 12’ provides for automatic guaranty of loans as 
therein set forth. The Board believes that the method of automatic guaranty 
should not be required without an opportunity for experience as to whether that 
method would be practicable for the operations of the corporation. Therefore, 
the Board recommends that the matter of automatic guaranty’ be left to be 
determined in the discretion of the corporation, under regulations adopted by it. 

The Board further notes that.subsection'(d) of section 12 provides that any 
Federal savings and loan association is authorized to make any loan eligible for 
guaranty. under the act, and to’ purehase at par and hold,the capital stock of 
the corporation pursuant to any requirement imposed by the Board under thé act. 

With respect to this provision, the Board has two comments.., First, there is 
no need to provide further statutory authority for Federal savings ‘and loan 
associations to make such loans, as that matter can be adequately handled under 
regulations of the Board pursuant to existing provisions. of section 5 of the 
Home Owners’ Loan Act of 1933, as.amended.. To the.extent that the provisions 
of this subsection of the new draft might be construed'as placing the making of , 
such loans by these associations beyond the regulatory power of.the Board the 
situation would, in the Board’s opinion, be an*undesirable one. Second, the 
Board feels it would be inadvisable to limit the purchase and holding of: such 
stock by these !associations to such amounts as were required by requirements 
imposed by the Board: For these reasons, the Board recommends that this 
subsection be amended to read as follows: “Subject to regulations of the Board, 
any Federal savings and loan association is authorized to purchase and hold 
capital stock of the corporation.” 

_ Our final .comment as to section 12 of the new draft relates to subsection 
(g). Since there is no contingent or'other liability on the part of the Govern- 
ment for the guaranties issued by the new corporation we see no reason to 
impose a statutory limit on, the gross dollar: risk of ‘the corporation, and such 
_4 limitation would, we believe, be. difficult to administer. Certainly it would 
be extremely difficult to administer through the means specified in ,the sub- 
section, namely, the curtailment of the making of loans eligible for guaranty. 
We therefore recommend that the subsection be deleted in its entirety. 

We have a number of recommendations -with respect to section 13. In the- 
second. sentence’ of subsection (a), we recommend that the word “claim” be 
changed to read “preliminary estimate of loss,” as it appears clear that at least 
in the usual case. payment. will not be made except on the basis of the claim 
submitted under later provisions of the subseetion. We also recommend that the 
third sentence, providing for earmarking of assets of the corporation, be de- 
leted entirely. The meaning and effect of this requirenient for earmarking are 
not made clear, and such earmarking might have the effect of complicating and 
impeding, the operations of the corporation. ' if the third sentence is deleted, 
conforming changes should: also be made wherever needed, including deletion 
of' the language “from such earmarked fund and from such other resources: as 
may be available for the purpose” in the fourth sentence of the subsection. 

In addition, we note that the fourth sentence of the subsection appears to 
contemplate that in every. case of foreclosure’ the holder of the guaranteed 
lean will become the owner of the property and will resell it. While this 
will probably be true in the vast majority. of cases, there may, and probably 
will, be cases w here at the foreclosure sale the property is purchased by a third 
person,.and we therefore believe that, the language “the liquidation and resale | 
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of the security and the resultant ascertainment of the final loss of the holder” 
should be changed to read “the liquidation and resale of the security or other 
establishment of the final loss of the holder.” Also, we believe that the lan- 
guage “a revised and supplemental claim” in the same sentence might well, in 
the interest of clarity, be changed to read “a ‘final claim.” 

_ . Subsection, (b) of section 13 provides a rigid and inflexible statutory method 


of determining the.final loss under guaranties.' We believe it would be inad-. 


visable to have such a rigid and inflexible method, and would point out that the 
provisions of the subsection might be construed to include all.costs of recondi- 
tioning for resale; without any opportunity on the part of the corporation to 
pass on the advisability of the expenditures made or proposed to be made for 
this purpose. 

We therefore recommend that all of subsection (b) of section’ 13: be deleted 
and that there be inserted ‘in lieu. thereof a provision that the amount of a 
final loss shall be established in accordance with regulations of the corpora- 

_ tion in effect at the time when the mortgage is reported for guaranty. 

By subsection (c) of this section ,it is provided that the guaranty shall 
be for the benefit of the original holder of the guaranteed mortgage and of any 
subsequent holder by‘assignment or other form of transfer. We believe that 
this provision should be amended to provide that the guaranty shall be for 
the benefit of the original holder of the guaranteed mortgage and of “any 
subsequent holder which is a member of a Federal home loan bank or an indi- 
Vidual, association, partnership, or corporation approved for the purposes of 
this sentence by. the Corporation, by regulations or otherwise.” 

Subsection (d) of section 13, which provides that under stated circumstances 
“the Board may: by regulation prescribe a procedure by which claims may 
be paid in deferred obligations of the corporation having a maturity not in 
excess of 10 yedrs and, bearing interest as therein set forth, should in, the 
opinion of the Board be eliminated. We feel that it would not be fair to holders 
of, guaranteed loans to require them to take, in lieu of cash payment, unsecured 
obligations of the corporation in the manner set forth in this subsection, and 
we believe that. the measure should not contain a provision under which this 
could be done. 

Section 15, providing for the guaranty of advances under open-end mortgages, 
should in our judgment be deleted. Since, through the operation.of this section, 
the point at which mortgages would cease to be guaranteed by reason of their 
being paid down could, be successively deferred for an unlimited: number of 
times, the corporation would be unable to make accurate projections or fore- 
casts of its liabilities, and we feel that the provision would be undesirable. 

The last section as to which we have comments is section 16. We believe 
that subsection (a) should’ be rewritten so that the corporation would have 
the same authority as other insurers in general to cease to write new business 
for anyone as to whom it feels that it would be inadvisable to have further 
relations, and that it, should be made clear that its action in so doing would 
not be subject to judicial or other review. Also, we believe subsection. (b) to be 
unneeded and unclear, and we recommend its deletion. 

As in the case ‘of the original bill, the Board notes that there are a number 
of technical. defects in the new draft. Time has not permitted: our calling 
attention to all of these, but as examples we call attention to the. erroneous 
use of the word “section” for.“act” in line 5 of 'the first sentence of subsection 


(e) of section 12 and the erroneous use of the word “elected” for “elects” in the | 


second line of subsection (a) of section 13, 

Since we have been informed bythe subcommittee staff that this report is 
desired not later than 10 a..m. on May 26; time has‘not permitted the, submission 
of this report to the Bureau of thé Budget and this report does not constitute 
a commitment respecting the President’s program. * Copies are being concur- 
rently transmitted to said Bureau, and you will be informed as to any advice 
which may be received. As you ‘are aware, advice was received from: said 
Bureau that enactment of the proposed legislation embodied in 8. 2791 would 
not be in-accord with the program of the President. 

Sincerely yours, ' 
ALBERT J. ROBERTSON, Chairman. 


| 


j 
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MorTcace GUARANTY INSURANCE, CorpP., 
, ' Milwaukee, Wis., May 21, 1958. 
SUBCOMMITTEE ON HovusIné, ‘ 
Committee on Banking and Currency, United States Senate, 
Senate Office Building, Washington, D.C. — 


Sirs: We would like to direct your attention to certain testimony offered in 
support of 8. 2791, now under consideration, which may have created an erroneous 
impression as to the availability,of private mortgage guaranty insurance. e° 

During the course of the proceedings (franscript, p. 1) the following ques- 
tions and answers developed : 

“Senator CLarkK. Why cannot this insurarice be bought through a private com- 
pany instead of setting up a legislative means for it?. , 

“Mr. Buss. There does not seem to be any available. 

“Senator CLarK. Have you explored that, possibility? 

“Mr. Buss. Yes, we have. 

“Senator CLarK. Do you think that could be because you do not think ' the 
risk is—— . 

“Mr. Buss. I do not know what the reasons are, Senator, but we have explored 
it and there does not seem to be any forthcoming. . 

I am certain that Mr. Bubb had in mind that no private insurance company in ' 
existence was presently offering insurance for '90:percent conventional loans. | 
Nevertheless, the committee might have understood such testimony on his part 
to mean that no-private company today is insuring mortgages against financial 
loss. In the spirit of keeping the committee fully informed and correcting any 
misapprehensions, we present the following brief summary of our operations. 

We were licensed to do business by the insurance department of the State of 
Wisconsin’ on February 14, 1957, and simce that time have been admitted to do 
business in 10. other States, namely, Minnesota, Illinois, West Virginia,’ South 
Carolina, Delaware, ‘Virginia, Missouri, Washington, Montana, and Indiana. 
Applications in many other States are now pending, and it is anticipated that 
nationwide coverage will be obtained before the end of the year. 

In the Milwaukee area, where we havé concentrated our initial organizational! 
efforts, 37 of the 59 savings and loan associations are using our plan. Withoyt 
exception, these associations have lauded our service. We stress simplicity of 
procedure which results in a commitment or rejection within 3 days following 
receipt of an. application for coverage. An innovation which has received 
. favorable notice is our waiver of any'claim for deficiency against a borrower, who 
is unfortunate enough to lose his home through foreclosure. 

Our-limitations in coverage are as follows: 

1. Maximum loan to value ratio—80 percent. 

2. One to eight family, nonfarm properties. 

3. Twenty-five year amortization. 

4. Satisfactory credit report (usually a.4 to 1 ratio between income and 
monthly payments). 

5. Appraisal report by qualified independent appraiser. 

As a private insurer, we are in a position to quickly meet current trends through 
the, flexibility of our underwriting. It is our policy to have every application 
stand on its own merits, to-the extent that minor shortcomings might be overcome 
by other favorable factors in the underwriting of an individual application. 

Our program differs from the plan proposed).by: 8S, 2791 in the underwriting 
‘procedure. . To .our knowledge, no: appraisal and credit analysis are contem- 

plated by the insuring corporation under S. 2791. The provision relied on is 
the requirement that the lender shall bear 10 percent of the loss. The example 
given by Mr. Bubb (transcript, p. 475) creates a loss to'the lender of $225. In 
our opinion, the amount is too insignificant to act as a deterrent to imprudent 
‘lending by a ‘financial institution. .We believe that it is of the utmost impor- 
tance that the proposed plan should include adequate facilities ‘charged with 
the responsibility of developing and maintaining independent appraisal and 
credit analysis. In that way, the prudent: lender will. not suffer from the mis- 
takes made by those lending institutions more concerned with growth than 
sound business practices. 

While our present limitations restrict our insuring operations to maximum 
80-percent loans, we are not overlooking the possibility that our limits will be 
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expanded in the future to cover 90-percent loans.. The present ceiling 
is the result of a desire to exercise conservatism during the early stages of 
‘our growth. 'When our reserves increase substantially, we will entertain an 
upgtading of our loan limits. The Wisconsin Insurance Department requires 
that we set aside 30 percent of the earned premium in a contingency reserve 
account, to be used only during an adverse economic cycle. . Our‘actuary indi-. 
cates, that this reserve factor is equal to the rate of reserve accumulation of 
the FHA program.’ ; 
_ We enclose reprints of articles describing, our operation, appearing. in major 
periodicals, and.a booklet entitled.“Facts About the Mortgage Guaranty Policy” 
indicating our coverage, rates, and-procedure. —~ 
We shall be. pleased to furnish the committee mee any additional informa-. 
tion in explanation of our program. ‘ 
eae yours, : 
Max H. Kart, President. 


Senator Conn, Senator Sparkman. requested that at this point in 
the record he would like to have inserted the results of some inquiries 
made by the subcommittee staff, at his direction, on the bill, S. 2791. 
Following introduction of this bill last year, he. instructed the staff to 
make certain inquiries. of persons and groups which might be affected 
by the provisions of the bill. Following is a copy of the letter of in- 
quiry sent to 28 addressees, and the replies received fr om those per- 
sons. It should be borne in mind that the letter of inquiry had refer- 
ence to S. 2791 in its original form. The witness today. has submitted a 
new draft of S . 2791, which, he states, removes s most of the objections 
made to the original draft. 

. es MITTEE on Hovsina, 
* COMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C., January 10, 1958. : 
Mr. THomas Coocan, 
President, Housing Securities , Ine., ¢ 
New York, i Ss v 

Dear Mr. Coogan: Enclosed is a copy of S. 2791, introduced (by request) by 
Senator Sparkman last year, providing for the guarantee of conventional loans. 
Also enclosed. is a brief analysis of the bill. The Senate subcommittee on Hous- 
ing will be holding hearings on proposed housing legislation probably some time 
in March. 8. 2791 will be among the bills considered at that time. 

Basically, the bill provides: for the insurance of the top 20 percent of conven 
tional home loans, which loans could be made up to 90 percent of value with 25 
years maturity. In introducing the bill, the Senator indicated that the proposal’s 
_ Objective was to provide an additional type of low downpayment home financ- 

ing. I would appreciate your comments on this bill., For example, do you favor 
_enactment of this bill or some similar propoasl? Do you believe that this plan 
would stimulate home ownership and home construction ? 

Since the. bill was originally; drafted,, there have been suggestions regarding 
details of the plan. ‘Among these are such iteias as increasing the amount of 
insurance from 20 percent to some higher figure such as 25 or 30 percent. «It has 
also been’ suggested that the eligibility and stock subscription requirements of 
those participating in the'plan should .be reduced. Others have suggested that 
the loan-to-value\ratio should not be more Jiberal than the FHA permits and that 
the co-insurance provisions. should be a little higher than the suggested 10 
percent. -, 

I would appreciate hearing from | you and will be most interested in ‘any’ sug- 
gestions or recommendations you might have in connection .with ‘this bill. It i 
would be helpful if wé could ‘have your yiews by February 10. , 

Sincerely, 


“4 


‘ 


JACK CARTER. 
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AMERICAN LIFE CONVENTION, 
Chicago 1, Ii, 
LirE INSURANCE ASSOCIATION OF AMERICA, 
New York, N. Y:, 
amis February 26, 1958. 
Mr., Jack CARTER, 
Staff Director, Subcommittee on Housing of the Commitice on ‘Banking 
and Currency, . 
United States Senate, Washington, D. C. 


Dear Jack: I am sorry that I was unable’ to meet your suggested date of 
‘February 10 for giving you my reactions on_S. 2791. I hope that this letter wil} 
still be in time to be useful to you. * : 

Shortly after receiving your inquiry, I asked our law department to inyestigate - 
whether. existing State laws would pérmit life-insurance companies to purchase 
mortgages under the program outlined in ‘S. 2791. This seemed clearly to be 
the fundamental question we‘had to answér: The reply. which I have just’ 
received is that an amendment to most State laws would be required to qualify , 
these mortgages. Most of the State laws governing life insurance company 
- investments provide that mortgages (except those insured or guaranteed by the. 
Federal Government) cannot be made in amounts. exceeding two-thirds of the 
value of the property. Inasmuch as S. 2791 provides for as high as 90-percent 
loans, such mortgages would be ineligible for life-insurance companies. Even 
taking into consideration the 18-percent guaranty by the Home Loan Guarantee 
Corporation, the insured portion would not be within the limits of two-thirds of. 
the value: of the property. There would .also remain the question of whether 
the guarantee is by the Federal Government. Our lawyers are agreed, therefore, 
that an amendment to State laws would be required to qualify mortgages under, 
S. 2791 for life insurance ‘company investment., Experience indicates that this 
would be a time-consuming process. 

‘EF have given a great deal of ‘thought to the proposal in S. 2791 and it has been , 
studied by our industry ‘mortgage. committee. . However, we have not as yet 
arrived at an industry position regarding the proposal. There has been much 
sentiment that.if a plan for coinsurance and insurance of the top portion of a 
loan should. be adopted, it would be desirable to incorporate it in the regular’ 
FHA program. As‘a matter of fact, most of the features of .the proposal could 

probably be worked into the section 203 of the’ National Housing Act. 

If you have any questions about the a IT have expressed; I shall be glad ; 
to hear from you. 

Sincerely yours, : é i 
* James J. Gteus. 
Bivscter of Economic Research. 


Pineiibiais 8’ ‘pnaiuarivlieien, 


Washington, D. C., February 7, 1958. 
Hon. J. W. Fursrigut, ‘ 


Chairman, Committee- on Banking and Currency, 
United States Senate, Washington 25, D. C. 


DEAR SENATOR FULBRIGHT: ‘This is in further reference to the request dated 
January 10, 1958,.0f Mr. Jack Carter, staff director, Subcommittee, on Housing, 
for a report by the Veterans’ Administration on 8S. 2791, 85th Congress, “A Bill 
Creating the Home Loan Guarantee Corporation.” 
The purpose of this measure apparently is to make financing more available 
to potential homeowners by providing a system of Federal insurance for: conven- 
, tional home mortgage'loans. To this end, a hew Government corporation would 
be established under the jurisdiction of the Federal Home Loan Bank Board 
with authority to guarantee home mortgages for any member of the Federal 
: home loan bank system or other appfoved mortgagee. Initially, the ¢apital stock 
of the corporation would be subscribed by Federal home loan banks; however, the » 
bill: would provide for the issue of: additional stock to approved mortgagees. ~ 
‘Loans ‘subject to guaranty under the bill could not, exceed 90 percent of the 
appraised value of the property involved, and the amount of guaranty would be 
90 percent of 20 percent of the loan. Among other features of the proposal’are a 
mortgage limit of $20,000, a maximum mortgage maturity of 25° ,years, the’ 
termination of the guaranty whenever the loan is paid to 50 percent of the original 
appraised value of the security, and no statutory ceiling upon the interest rate 
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chargeable to the borrower.. A cash premium between 5 and 10 percent of the 
amount guaranteed, as prescribed by the Board, would be paid by the mortgagee 
or the mortgagor for the guaranty. , 
S. 2791 has the desirable objective of increasing the availability of funds in 
the home financing field. It would apparently impose no additional responsi- 
bilities upon the ‘Veterans’ Administration, and this agency is not in a position 
to appraise from’ an overall viewpoint either the need for additional Government 
underwriting operations. in this field, nor ‘to suggest what form such operations 
could best take. Under these circumstances, we have no definitive comments to 
make with respect to the major policy aspects of this measure and have not 
undertaken a detailed analysis of its provisions. 
- ‘Advice has. been received from the Bureau of the Budget that there would be 
‘no objection to the submission of this report to ‘your committee. 
Sincerely yours, 
; Sumner G. WHITTIER, 
Administrator. 





THE CHAIRMAN OF THE 
, CouNCIL OF ECONOMIC ADVISERS, 
Washington, February 10, 1958. 
Mr. Jack CARTER, 
Siaff Director, Subcommittee on ‘ ousing, 
Committee on Banking and Currency, 
United States Senate, Washington, D.C. | 

Dear Mr. CakterR: This is in reference to your letter of January 10, 1958, 
requesting the suggestions and recommendations of the Council of Economic 
Advisers on S. 2791, introduced by request, by Senator Sparkman. 

As a general rule, the Council does not transmit separate. comments to con- 
gressional committees on legislative proposals. Our views are ordinarily 
directed to the Office of Legislative Reference of the Bureau of the Budget for 
consideration in the formulation of a general executive. branch report to the 
subcommittee. 

Your courtesy in offering us an opportunity to communicate comments directly 
to the subcommittee is appreciated. 

Sincerely yours, ‘ 
RaYMOND J.. SAULNIER. 


-Morraace BANKERS ASSOCEATION OF AMERICA, 
Washington, D. C., January 28, 1958: 
Mr. Jack CARTER, 
Staff Director, Subcommittee on Housing, 
"bane Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

Dear Jack: I ‘appreciate the request contained in. your letter of January 13, 
1958, for an expression of my views. 0n the proposals. embodied in ‘8S. 2791, 
introduced last year by Senator Sparkman (by request). - , 

As early as,May 1957, at’ the request of the United States Savings and Loan 
League, we began a study of the proposals in this bill, even though at the time 
the bill itself had not been introduced. 

Of course you realize that the majority of.the institutions: which comprise 
the Mortgage Bankers Association of America are institutions which are origi- 
nating mortgage loans not for final retention in their own portfolio but as 
correspondents. for other types of financial institutions which they represent— 
primarily life insurance companies and mutual savings banks. The operations 
of mortgage companies and the institutions they represent are, therefore, dif- 
ferent from the operations of the typical savings and loan association. 

‘In our conversations with the United States Savings and Loan League, :we 
indicated that we would always be willing and anxious ‘to cooperate in any 
mutually desirable legislation which would forward the ability of all ‘types of 
financial institutions to render,service to homeowners, but we also indicated to 
them that it was our point of view that any proposed legislation should offer 
no more inducement for favors to one. type ‘of lending institution or one type 
of mortgage lender than it did to another. ’ 

: With, this in mind, we submitted a memorandum to the United States Savings 
and Loan League in May 1957.: I arm enclosing for your information a copy 
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of this memorandum: You will see that the memorandum indicated to the aa 
League that the proposal, as drafted, had ‘certain deficiencies, from our point.’ ° ; 
of view, arid was objectionable since under it-savings and loan ‘associations wir! 
would be able to function at a considerable advantage to other types of lend- 
ing institutions. In our memorandum we made certain suggestions which we 
thought would have to be incorporated in the’ proposal before it would be ac- 
ceptable to mortgage companies generally, and thus -to the Mortgage Bankers Pehir a 
Association of America, - 
I have reviewed the provisions of S. 2791, and I find that with very minor dif- * § 
ferences they are the same as the provisions of the proposal submitted to us 4 
by the United States Savings and Loan ‘League. The memorandum which’ we 
. furnished to the United States League, therefore,.is equally applicable to S. 2791 
in its present form, and the objections which we had to the original proposal 
and the-comments we made concerning it are thus applicable, to. the provisions’ 
of S. 2791. . Whether the:specific suggestions nuinbered 1, 2; 3, in our memoran- - 
dum are to be adopted in their, precise form as stated is not my point, ‘put the ‘ 
general nature of the comments, it seems to me, are pertinent and valid. 
Unless the provisions of S. 2791 are changed so as to provide, a system: which 
will be usable by all types of lending institutions on an equal basis, it is my belief 
that the Mortgage Bankers Association of America would oppose its enactment, 
I make this statement.in this-fashion since neither-the executive committee nor 
the board of the association have determined our final policy on this matter. 
This we hope to do before the date of your hearings, which I understand you 
have tentatively scheduled for sometime in March. 
I would also like this letter to.serve as a request:that a-representative of this 
‘assodciation be given an opportunity to appear before your committee whenever 
you do hold these hearings and to: rer regarding S. ‘2791 and other proposed wf 
legislation. "5 
Sincerely yours, 0” 





















































' Samuen E. NEEL, as 
; General Counsel. " 


Max 6,'1957. 
PROPOSAL FOR A HOME,LOAN SEARS ENE CorPoRaTion 


I. THE SUBSTANCE OF THE PLAN 





The plan is set forth in a draft of a pill to.create a Home Loan Guarantee Cor-' 
poration (dated March 28, 1957) and an undated explanatory ‘memorandum.’ 
These documents differ not’ only in the extent of the matter covered, but also. | ne 
in some important details of their common coverage. Since this inconsistency og 
makes it difficult to make a confident interpretation, the present, report canpot . ae 
be positive in all respects as to the proposal’s: meaning. Ae 
The plan envisages the establishment of a ‘new corporation, under the supeér- 
vision of the Home Loan ‘Bank Board, for insuring or guaranteeing 90 percent, "4 
of the top 20 percent ofa mortgage on an owner-dccupied house (or, one “in good ped gy 8 
faith” intended for owner occupancy). -It assumes, (although the, bill. is’ not . 
explicit in this) that-the insured. amount will be in excess of what would be 
the legal maximum fora conventional. loan; the *maxiinum amount of the mort- ° 
gage would be.$20,000 and (according to the ‘memorandum, though‘ not to the * 
bill) not in excess of 90 percent of, value. It may Be noted*that since Federal ; » @ 
savings and loan associations and many State-chartered associatiqns are limited ° za 
to two-thirds of value on a conventional basis,’ some advantage would accrue’ 
to the savings and loans, unless State laws were amended to equalize the base. 


(State laws—and' ‘in the case of Federal savings 4nd loans and ijational banks, a 
Federal laws—would in any case have to*be amendéd to permit using the plan 
at all.) 


The initial-capital of the corporation would be $ 50 million stibseribed by the 
home-loan banks. All members of the home-loan bank ‘system are automatically 
authorized to participate in the guarantee plan. without further qualification or, 
stock assessment. Any other mortgage lending institution, including a mortgage . 
company, could participate provided it.(1) had a net worth of 1:pereent of the : 
total amount of mortgages “owned and serviced,” or $100,000, whithever was the , 
greater, and (2) subscribed to the capital stock of the,corporation in an amount 
equivalent to one-fifth of 1 percent of the loans owned and thie loans serviced (ac- 
cording to the bill—the memorandum says “loans owned or-~ services”); 


426 HOUSING ACT OF 1958 


The capital arrangement is ‘open to a number of objections. Savings and loans 
not participating in the plan may complain that the associaitons that do are 
‘ getting a free ride on the nonparticipants’ capital. Other institutions will find 
the cost of participation not,only out of; proportion to the amount of business 
they may be, likely to be able to do under the plan but also disadvantageous in 
respect to their competitors on the savings and loan side. 

A single premium is charged for the guarantee, amounting to not less than 
5 percent or more than 10 percent of the amount guaranteed (the 90 percent of the 
top 20 percent’ of the mortgage), payable at closing. This amount. (according to 
the memorandum, though not to the bill) may be added to the mortgage (though 
whether it may or may not be in addition to the stated maximum mortgages 
amount or must be included in it is not clear). 

In case of foreclosure, the -first 20 percent of the principle loss would be 
-covered 90 percent by the corporation and 10 percent by the mortgagee. Fore- 
closure costs are not covered éxcept by'the payment of an additional premium. All 
claims on the corporation would be paid in cash at the time the foreclosure was 
effectuated. 

Because of the coinsurance feature, it is assumed (according to the memo- 
randum) that the operation of the plan, as to selection of properties, appraisal, 
credit examination, could be left to the mortgagee, subject to periodic examina- 
tion, thus assuring a much simpler administration than is the case of FHA. 

The new system is not offered ‘in substitution.for the. FHA program but as a 
— system. 

Il. COMMENT ON THE PLAN 


As a parallel simi to the FHA system,. it seems doubtful that the new 
mortgage guarantee system would attract institutions familiar with the FHA 
system. It may even be doubted that the small insurance coverage (18 percent of 
a 90 percent loan with no coverage-of foreclosure cost or waste) would, prove to 
be much inducement to any institution to lend to the full limit contemplated.. The 
lender is actually ‘asked to bear a,fuller tisk than he would be-taking on a 

maximum conventional mortgage. 

As the capital structure is set up.a special advantage would accrue to those 
savings.and loan associations that would use.the plan while other types of-institu- 
tions would be at a markéd disadvantage. The proposed arrangement for partici- 
pation.by other institutions must, in its present form, be considered wholly’ im- 
practicable. The $20,000 maximum mortgage amount would needlessly restrict 
the operation of the plan, even if its other features were attractive. 

If the plan is to carry with it any real inducement to participation and is to 
find acceptability by other than savings and loan institutions, the following 
suggestions might be considered : 

-1. Increase the insurance coverage to 30 percent or 40 percent. With the 
retention.of a coinsurance feature, this increased coverage would be'an induce- 
ment to making higher-ratio loans without running the risk of a careless 
operation. 

2. The net worth requirements for nonmembers. of the home-loan bank system 
are unduly high. While a‘minimum of $100,000 may under some circumstances 
be undesirably low for a system that places all résponsibility on the originating 
and servicing institution, many competent and responsible mortgage servicing 
companies have a net worth of less than 1 percent, of the amount of mortgages 
serviced. This feature should be reconsidered. 

3..To be equitable both to nonparticipating members of the Bank System and 
to nonmember participants, the capital Structure should be revised as follows: 

(a) The, initial subscription by the’ hame loan banks should be of the nature 
of preferred stock and a plan for its'retirément should be included. 

(b) The istock purchase requirement should’ be related to the. volume of 
mortgages insured rather than to the capital structure of serv icing account of 
the participant. 

(c) All participants, wihathen or not members of the Bank System, should 
be required to purchase stock. 

(d@) The membership of the Home! Loan Bank Board should be increased to 
seven and should be broadly representative of ‘the interests in the. mortgage 
market. 
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NATIONAL ASSOCIATION OF HomME BUILDERS, 
: Washington, D. C., January 31, 1958: 
Mr. Jack CARTER, : . 
Staff Director, Subcommittee on Housing, 
Senate Banking and Currency Committee, 
Senate. Office Building, Washington, D. C. 

Dear JACK: This in further reply to your*letters of January 10 and 13. 

At our convention, as you know; we reaffirmed our éndorsement of the plan 
for insuring conventional loans sponsored by the United States Savings & Loan 
League and introduced as a courtesy by Senator Sparkman in §. 2791. 

Our endorsement’ of the "plan is with reservations, some of which are quite 
important as we see it.: ~Primarily, we feel that: the plan must be set up'so that 
all-lenders and not just savings and loans will take part in it. I am enclosing, 
in addition tg a copy of our legislative committee report, a copy of a comparison 
analysis which I made.of both the United States League plan and the FHA plan. 
The FHA plan is changed in the analysis in accordance with my understanding of 
the latest proposals for it. Attached to the analysis is a-rundown on our reserva- 
tions with respect to the plan in S. 2791-and our understanding of the U. S. 
League’s reaction:to these reservations. All, of this I am forwarding to you 
by way of background information so, that’ you will understand ‘our position 
completely: 

Please do not hesitate to get in touch with me if you think it would be berptat 
to go into the matter in further detail. 

Sincerely,, 
JOSEPH B. MoGrars, 


Legislative Director. 7 
[Accepted by: board] : 


REPORT OF LEGISLATIVE COMMITTEE (GOVERNMENTAL AFFAIRS Division), AS PRE- 
SENTED TO NAHB. Boarp or Direcrors, BY Nets G.. SEVERIN, CHAIRMAN, E. G. 
Burk, JRr., VICE CHAIRMAN " 


MATTERS DISCUSSED At MESTENG: c 


The legislative committee "met in a morning session and a report: on 
the objectives and accomplishments during 1957 was given by the chairman. 
The efforts and support of the entire membership of the legislative committee 
and of the members of the board, of directors during the past year was re- 
flected in the successful’ aceomplishment’ of most ‘of the objectives in the legis- 
lative program: adopted at the convention a year ago. 

Vice Chairman E. J. Burke reported to the committee on the field organization 
of the legislative committee and on the steps ‘which have been taken ‘and are 
planned for a complete coordination, of membership and legislative activities. 
NAHB legislative director Joseph B. McGrath gave the committee an up-to-date 
report on the activities of the congressiona] committee and the Status of cur- 
rent legislation. 

Ralph J. Finitzo, chairman of the public housing, committee,’ discussed the 
association’s objectives 'and program on public housing.’ | The public housing 
committee met’ jointly during the day with. the legislative committee and their 
committee’s recommendations appear in a separate report. 






' 


RECOMMENDATIONS TO THE BOARD 


The legislative committee received the report of the special legislative 
policy subcommittee appointed by President Goodyear during: the fall of 1957, 
and discussed the recommendations of this subcOmmittee at length during the 
day. In‘an afternoon session, the committee met jointly with the mortgage 
finance committee on these matters. Recommendations approved by the legis- 
lative committee and the committees meeting jointly are as follows: 
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AMENDMENTS TO FHA PROGRAMS | 


4 


1. Lower downpayments—NAHB ‘should support a change in the FHA sched- 
ule from 3 percent on the first $10,000. of value to 3 percent on the first $12,000 
of value; from 15 percent,on the value between $10,000 to $16,000 to 10 percent 
on the value between '$12, 000 to: ‘$16, 000 ;.and from 30 percent to 25 percent on the 
value over $16,000. . 

2. Closing costs.—The committee approved of the recent action by FHA per- 
mitting closing costs to be included in a loan and of the FHA’s . liberalization 
of qualification procedures. In: addition, the’ committee recommends that the 
FHA procedures for permitting secured collateral loans:on downpayments be 
expanded to permit closing costs to’ be represented by an unsecured note. This 
is not now permissible under FHA regulations although FHA will permit closing . 
.costs (not including prepaid items) to be absorbed without charge to a buyer. 

3. FHA interest rates—-NAHB should support necessary increases in FHA 
interest rates:on rental housing .programs.. On the basic section 203 sales 
housing program, NAHB should support.the position recently. announced by 
the FHA that there should be, no further increase in the FHA interest rate 
at this time. NAHB should continue its policy of being in favor of the lowest 
possible rate which will bring money into the mortgage market. 

4. Trade-in house program.—NAHB should strongly support proposed changes 
in the FHA section, 203 sales housing program which will make it possible for 
builders and buyers,to avoid duplication of closing costs and financing expenses 
in the trade-in house transaction. Essentially, this plan will permit FHA to 
close a loan in the’ name of a builder in the full -amount-available to a buyer. 
.The difference would be held in escrow until the house is sold to a new buyer. 
If the builder should be unable to'sell the home within a period of time the 
escrowed amount would be placed upon the final payments of the mortgage. 

5. FHA section 221 program.—_NAHB should support an amendment to remove 
the restriction on this program so that it will be available to.coimmunities for 
low-income families generally in accordance with need. ‘ 


. ¢ Rema, Or DIBCOUNT CONTROLS 


6. NAHB should fully support the elimination of controls on mortgage dis- 
counts ‘on FHA-VA loans at the earliest possible time that this can be accom- 
ee in the ‘Congress. 


INSURANCE ON CONVENTIONAL LOANS ° 


A special subcommittee report on the proposed: plan for an FHA insurance 
program on the top portion of’ conventional loans was presented to the- joint 
meeting by the subcommittee chairman, Ben Deane. After a full discussion of 
the proposed FHA plan and the similar plan sponsored by the United States 
Savings & Loan League, the joint committee approved the following recom- 
ee ae fa 

. The National Askociation of Home Builders is wholeheartedly in favor of 
a plan, for .insurance of the top portion of conventional loans as a means of 
making additional funds for, mortgage lending available to the home buyers 
of the:country. Weshould do ‘our best ‘to see that-such a plan is adopted in 
its most workable form. Wei'reaffirm our endorsement of the proposed. plan of 
the United States Savings & Loan Leagué with the: revisions recommended at 
the fall ‘meeting of the board of directors. These were designed principally to 

* make the plan available to all responsible mortgage lenders. 


AMENDMENTS TO FNMA 


8. NAHB should, support the following changes i in the FNMA:statute: 

(a) Elimination of the $15,000 limit: in secondary market . purchases. 

(b) A more favorable tax treatment of FNMA income. The committee felt 
that from a tax standpoint,. FNMA stéck should be treated no differently than 
income of any other’ banking corporation, and FNMA should be able to deduct 
payments to‘the Treasury before being taxed. 
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(c) Permission to reissue preferred stock after it has once been redeemed by. 
FNMA (when and if'FNMA decides to ask for this). 

(d) Additional special assistance money for urban oneal program. 

9. NAHB should support the continuation of purchases at’ par under ine" " 
FNMA assistance programs. ' = Woes ; 


, CREATION OF CENTRAL, MORTGAGE BANE 


10. NAHB should, as a matter of high priority, support further changes in 
the structure of FNMA so as to bring about the creation of,a true central mort- , 
gage facility. . This should involve the creation of a new, independent govern- 
ing board for FNMA, one that would be given the prestige and influence within 
the Federal Government which the activities of FNMA warrant. ' i 

Also there should be a change in the concept under which FNMA aid for the 
financing of housing is utilized, so that FNMA could give to the mortgage market 
a true measure of stability fot the supply of mortgage funds.‘ The functions ° 
of ‘FNMA. should also be expanded so that it could loan funds upon the security 
of insured mortgages. In this way, it would provide a reserve service in ad 
tion to its purchase and sale of, mortgages. ; 

There should also be a change in the stock requirements for using the facili- 
ties of the new FNMA. Users would be required only to maintain a fixed ratio 
of stock in relation to their transactions with FNMA. Moreover, this stockhold-: 
ing should ‘be upon a revolving’ use basis so that holders would not have to 
purchase additional stock on every new ‘transaction. A brochure containing an 
explanation of the program and details of the creation of a central mortgage 
bank should be prepared for the benefit of and use by the NAHB ED 
in developing support in the Congress for the plan. 


1 


VA HOME LOAN GUARANTY PROGRAM 


The policy of NAHB as previously adopted by the Board in January 1957 on 
the VA program was as follows: 

“To provide an orderly transition to normal financing for World War II vet-: 
erans and to recognize, for veterans and nonveterans alike, today’s cost levels, 
Congress should (a) revise FHA’s minimum downpayment. schedule and mort- 
gage limit, and (b) extend GI loan rights for' World War II veterans.” 

This stemmed from a legislative committee recommendation also approved 
by the Board a year ago that— 
* “The VA program should not be allowed to expire unless and until there is 
in operation an expanded FHA program to provide more liberal home financing 
for all citizens, veterans aid nonveterans alike.” ' 

After thorough discussion of the. subject, the joint committees adopted the 
following recommendation : 

11. NAHB should ‘support an extension ‘of’ the World War. ‘II VA‘ Homie Loan 
Guaranty program and a provision giving’the Veterans’ Administration authority, 
to set a flexible interest rate similar to the authority which Congress has given 
to the FHA. “Also NAHB should support an increase in the VA rate for the 
Korean. veterans program which does not expire until 1965. 


4 
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Comparison analysis of FHA and U SSLL plans for additional home loan 


Administration. 


RR hiad haces eee 


Approved mortgagees - - - 


Borrowing authority - -_- 


INSURANCE PROVISIONS 


Maximum mortgage 
limit. 

Maximum term...-_.- 

Maximum loan-to-value 
ratio, 


Appraisal_-. 


Guaranty limit_- 


| Appr aisal to be made by lender. 


guarantee ee programs 


FHA plan } 


A nonmutual, seneirtioipation port- 
folio mortgage ‘insurance - fund, is 
created. ‘To be administered under 
existing FHA facilities. Commis- 
sioner will prescribe all necessary 
rules and regulations for the pro- 
gram’s operation. ' 

Ties rtfolio mortgage i insurance fund 

1 be a revolving fund created by 

the transfer of $10 million from the 

war housing insurance fund. (In 
the initial draft it ‘was prepeced 

that the fund have $10 mil 

authority to get an additional $15 

| + million from that fund.) 

FHA authorized to issue debentures 

« based on this fund to be used in 
payment of insurance. General ex- 
yy of operation of program may 

charged to the fund. With 

Treasury epproval, FHA may 

chase on the open market de 

tures issued under the. program 


reissued. 

The new draft provides that any mort- 
gagee approved by, the Commis- 
sioner as responsible and able to 
service the mortgage properly can 





make or hold ,insured mortgages. 
(The initial draft did'not state ‘spe- | . 


cifically who would be eligible to do 
* business under. this, plan although 
, the understanding was as now speci- 
,fied.) Although the proposal orig- 
inally and now is directed toward 
the initial portfolio lender-mdrt- 
gagee, in the new draft the same de- 
finition of “mortgagee” as for sec. 203 
| is included by reference, which spe- 
cifically . includes successors , and 
assigns of the a lender. 


$20,000). 
FO re ee ee ee 
Set at 92 percent of the first $10,000 of 
appraised value.as determined by 
the mortgagee, plus 80 percent of the 
next $6,000 of.value, plus 70: percent 
of the value in excess of $16,000 (8 
percent of the first, $10,000, plus 20 


percent of the excess). (In the initial 
draft the ratio was 90 percent of the 
first $10,000 of the sales’ price, as 
certified by the mortgagor, or the 


the mortgagee, whichever is less, 
plus 80 percent of the value in excess 
of $10,000. 
ratio is 3 percent of the first $10,000, 
plus 15 percent of the next $6,000, 
plus 30 percent of ‘the excess of 
value.) 





time of foreclosure, F HA makes 


“upset’’ appraisal. 


an 


80 percent of 25 percent’ of mortgage. 
(Initial -draft was for guarantee of 
full 20 percent. 


See footnotes at end of table, p. 431. 


ion plus‘ 


which shall be caricelled and, not |” 


| 
At 


. 


a 


USSLL plan ? 


A home loan guarantee corporation is 
created to be run under bylaws 
rules, and regulations of the Federal 
Home Loan Bank Board. Use of 
the name. or similar name restricted’ 
to this corporation. Corporation 
given usual and customary powers 
of other Federal corporations. 

$50 million in stock to be subscribed to 
by Federal home loan banks. Par 
value of shares, $50. ‘Dividend rate 
4 of 1 percent in excess of average 
home loan bank dividend, 
ity in Board to retire at par, but not 
below $50 million. 


In addition, stock will be issued to 
approved mortgagees if they buy 
and keep stock equal to % of 1 per- 
cent of loans owned and serviced by 

| them. 


| Corporation has discretion to issue a 
certificate of approval to banks, 
savings and loan’ associations, or 
similar institutions or insurance 
companies or other home mortgagé 
business organizations with a ‘net 
worth of 1 percent of the total of the 
- home mortgages it owns and services 
- or $100,000, whichever. is. greater. 
FHLBB given authority to disap- 
prove any lender. It can also restrict 
‘the total loans made or the percentage 
of guaranteed loans which any mort- 
gagee makes in 1 year. 





‘Corporation has power to borrow 
money and issue notes, bonds, de- 
bentures, or other obligations as the 
FHLBB may determine. These 
shall be tax exempt. 


| '$30,000 (initial draft set at'a limit of} $20,000. 


25 years, 
90 percent-of appraised value. 


percent of the. next $6,000, plus 30 | 


appraised value, as determined by | 


The present section 203 | 


Appraisal to be, made 

| ‘Corporation has right 

| approval of appraiser. 

foreclosure, Corporation 

| property. 

90 percent of 20 percent 'of the mortgage 
amount. 


by: lender. 
to require 
At time: of 

appraises 





Author: , 
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Comparison onalyate. of FHA and USSLL plans for additional home loon 
guarantee mortgage programs—Continued 


' 


s 


FHA plan ! USSLL plan’? 


Type of dwelling 1-family owner occupied. l-family owner ocoupied,'or in good 4 
. . faith so intended: ’ 
Interest rate There is no fixed' interest rate. (Initial | Nolimit. i 
ne draft set a limit of 4 percent higher é 

“it than sec. 203 rate.) 
Premium Single premium’ to be paid at time of | Single premium to be paid at time 

- insurance endorsement. Not less mortgage is guaranteed. Not less 
than 14 percent nor more than 24 ‘than 5 percent nor more than,,10 
percent of mortgage amount. Pre- | percent as determined by the Federal 
mium may be advanced by lender Home Loan Bank Board. Spark- 
and added to principal amount of man’s statement mentions, that 
mortgage. Lender may pay pre- | + premitim can be added to mortgage— 

*mium in cash or in debentures of the | * bill does not make this clear. 

4 portfolio mortgage insurance fund, ; 

Open-end mortgages.....| Not mentioned ;_ _- May be guaranteed.’ If additional 

’ ; advances made before ‘guaranty 

* expires, an additional advance agree- 
ment"plus covering premium must 

| be made. - 

Total ‘aggregate ‘insur- The new draft sets no specific limit on | No stated limit. " 
dance. . the aggregate amount of insurance ° 

“under this plan. Presumably the 
total aggregate limit on the mutual 
mortgage fund will cover this. (In 
the initial draft, aggregate insurance 
under program-was limited to $244: 

3 ; ; | billion with Presidential authority | 

‘ to increase to $4 billion.) , ' ‘ 

T ermination of insur- | The insurance lasts as long as.the | Insurance expires when the outstand- 
ance. ; . 4 mortgage unless it is paid in full or ing balance is reduced to less than 

-" the mortgagee notifies FHA of its |, . 50 percent of original appraisal. + 
desire to: terminate the insurance... ; : 
(In the initial draft the insurance a : 
ended when the outstanding “bal- 

‘.ance of the mortgage was reduced to 
50 percent of; the sales price or \ 
appraised value, whichever might } ' ‘ 

| ,‘be'less.) . ' a a 

Foreclosure and ,pay- | FHA to issue regulations, for’ fore- |» Lender to'give Home Loan Guaranty 
ment. + ‘ . closure. Corporation'30 days’ notice of inten- 

‘The insurance will provide for a cash tion to fore¢lose. Corporation will 
. indemnity of only 80 percent of the appraise property within the 30-day 
top 25 percent of the value of a mert- period and; 
gage in default where the property (1) Pay the lender the outstanding 
is not turned over to FHA. balance and take title; or | ° 

(In the initial draft the insurance (2) Pay that amount of the unpaid 
covered the full top 20‘percent of the ‘” principal which is guaranteed 
outstanding balance on a defaulted together with foreclosure costs; 
mortgage. Actually, both drafts or : 
provide that the indemnity cannot 3) Pay the lender; that amount 
be more than the difference be- |’ of the on which is‘ in 
tween the FHA’s estimate of value excess of the foreclosure , ap- 
of the property and the value of the praisal if lender’ is willing to 
mortgage if this should be lesser than } take title, , 
the cash indemnity. as computed 
above!) 

| Ifthe property, is turned over'to FHA, 
| the new draft makes: clear, that the, 
mortgagee will get a cash indemnity 
computed as above plus debentures 
equal to the FHA’s estimate of the | 
value of the property less any 
aw disposal charge fixed by | 
FE | 
; (In the first draft, FHA lad the dis- 
| ¢retion to issue debentures having a 
total face value equal’ to the out- | 
standing principal on foreclosure or 
|. a'cash payment of the amount of 
| indernnity plus debentures for the | 
| rest of the outstanding mortgage.) 

|. The new draft also provides for a $200 

| allowance in lieu of foreclosure or 

| 
| 

' 


‘ 





acquisition costs in addition to the | 
above settlement benefits. | 
Will apply. ¥ a 
Mandatory warranty requirements 
will not apply. : 


Incontestability clause ___ 
Mandatory warranty-.--| 





—— 2 _ ————___ memento | 


1 As proposed by.FHA and modified by HHFA before final approval by administration. 
? As introduced by Senator Sparkman (S. 2791), without changes from initial plan. 
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REPORT ON U. 8S. LEAGUE PLAN WITH PRELIMINARY COMMENT 


The proposal should be supported by NAHB and adopted as a legislative ob- 
jective for 1958. The following recommendations would be desirable and should: 
be sought in the proposed legislation : 

(a) The new Loan Guaranty Corporation should be established so that any 
State or federally supervised lending institution could purchase stock and par- 
ticipate in the operation of the. new corporation. 

Comment: This meets with U. 8S. League approval. 

(bo) Maximum initial subscription requirements should not exceed $10,000 to 
$15,000. 

Comment: This meets with U. 8S. League approval but they have no specific 
counterproposal as yet. 

(c) Additional stock subscriptions after the ‘initial capital contribution 
should be based only upon the dollar volume of loans guaranteed., Suggested 
rate: 1 to 3 percent. . 

Comment: This meets with U. S. League approval and their tendency, is 
toward 1 percent rather than 3 percent. 

(d) No attempt should be made’ by Federal Government to control ; interest 
rates on mortgages. 

* Comment: U.S. League approves. . 

(e) Irrevocable .written commitments to |guaranty should: be issued by the 
Corporation upon receipt.of application. 

Comment: U. 8. League approves. 

(f) Default provisions should not encourage liquidation of holdings in time 
of economic stress. Long-term obligations such as FHA: debentures should be 
an integral part df the default mechanism—at discretion of the directors of the 
-Loan Guaranty Corporation. | 

Comment: .U. 8. League would probably not favor this idea: until after their 
plan is approved by Congress and gets underway. After it is in operation, 
they might be willing to agree. 

(g) The British system of mortgage banking permits an eligible institution 
to make the normal loan of 60 to 70 percent and if desired, the loan may be 
increased to 90 percent provided the top portion is insured. Further, the mort- 
gagee may increase the loan to 95 percent if desired provided the builder or 
sponsor deposits 20 percent of top 5 percent in.a special fund, with the under- 
standing that the deposit will be refunded when all of the top 5 percent is paid 
by the borrower. ' 

‘Comment: The likelihood is that the U. S. League would not ‘agree to these 
changes. The general ground is that they would bring the: plan into too close 
- an alinement, with the basic FHA insurance program.: It would then be hard 
to justify the U. S. League plan. , : ' 

(hk). A term of 30 years would be more desirable than the proposed 25 years. 

Comment: The U. 8. League does not agree to extension of the term. Their 
feeling is that generally savings and loans would not make 30-year loans in any 
-event. Also without full Government insurance, they feel their plan should be 
more conservative than the FHA program. 

(i) The maximum amount of mortgage should be at least $25,000. 

Comment: U. 8. League agrees. , 





' THE Bowery SAvines Bank, 

New York, N. Y., February 6,.1958. 

- Mr. J ACK CARTER, 

Staff ‘Director, Committee on Banking and Currency, 
United States Senate, Washington, D.C. 


‘Dear Mr. Carrer: In reply to your letter of January 13 asking for my com- 
ments on S. 2791, introduced by Senator Sparkman last: year, I trust that the 
following analysis of the provisions of this bill will be helpful. These sugges- 
tions and recommendations not only represent my own thinking but also are 
representative of the views of a subcommittee of the mortgage investment com- 
mittee of the National Associatién of Mutual Savings Banks, which made a 
thorough analysis of the provisions at a meeting last Friday. 

In setting forth,my comments and recommendations, I shall make them under 
the designated headings in accordance with;the brief analysis of the bill which 
accompanied your letter: 


a wee a 


= se 
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1 (b) Capitat stock.—The requirement that mortgagees who wish to become 
approved mortgagees under the plan subscribe to stock “on the basis of one- 


seventh of 1 percent of loans owned and loans serviced” will in my opinion have 


the effect of freezing out'“other lenders” from participating in the plan. It 


‘would seem to me that the initial $50 million paid in subscription by FHL banks’ 


should represent an investment primarily as a method ,of control of the New 
Home Loan Guarantee Corporation. Beyond that, it would seem equitable that 
all users of the Corporation’s facilities should purchase stock in accordance with 
the volume of.loans insured thereunder. Provision could be made fora single 
class of stock with. the return of the original HLB stock on a preferential basis 
so that the original $50 million subseription will be retired on the same basis as 
-conteniplated in 1.(b) (3) as set’forth in the analysis under this designation. 


‘ Under this recommendation the stock. purchase by an approved mortgagee using 


the facility should: be between one-half of 1 percent. and 1 percent of the volume 
of mortgages insured under the plan. This requirement should not be ‘more than 
1 percent nor less than one-half of 1 percent, as any more would discourage the 
use of' the plan and anything less would be insufficient to effectuate a rapid 
buildup of capital. 

1 (g) Operations —In this connection, reference..is mate to section 18 of 
S. 2791 under which the Corporation is authorized “to‘require members of the 
Federal home loan. banks and other publicly examined and supervised institu- 
tions to agree to make. reports and supply copies of reports of, public examina- 
tions and,of public and private audits, and to make their books and records 
available to it and to permit it to examiné.” Many banks ‘in the mutual savings’ 
banks system could not under present legal restrictions. on use: of banking 
department reports comply with section 18,:inasmuch as such-reports of'the 
State banking examinations are’ reports to boards of trustees or Commisisoners 
and could not ‘legally be miade available to this Corporation. If savings banks 
are to be enabled to participate in the proposed ‘pla'n, the bill would require 
amendments exempting banks which are examiried by State banking departments 
and/or the FDIC from the necessity of undergoing any examination. FHA since 
its inception has provided that supervised lenders are not subject to the examina- 
tions prescribed for nonsuperv ised leaders. 

2: Guarantee.—The maximum amount of mortgage guarantee specified in the 
bill, ‘namely 20 percent of mortgage balance outstanding (less coinsurance) (net 
18. percent of balance), should, be increased to, 30 percent of mortgage balance 
outstanding, (net ‘27 percent of balance) ‘if savings banks which are limited to 
66% percent ratio of loan to value are to be able to. participate in the plan. 
Under. no circumstances should the insurance coverage be less than 25 percent of, 
the mortgage balance outstanding. . Alternatively, with a 30 percent insurance 
feature, it might be desirable to work’out a basis whereby the insurance would be 
25 percent on a net basis with the lénder’s exposure being 5 percent. This might © 
be a very desirable feature, because the greater amount of lender participation 
in loss, would result in sounder underwriting principles in connection with loans 
made. 

| 5. Coinsurance—There is'some question as to whethér, the coinsurance provi- 
sion of 10, percent {minimum)..on loans ‘payable on guarantee, as’ contemplated 
in the bill, is sufficient in connection with a private plan for insuring mortgages. 
While this percentage shoyld. not be sufficiently large to deter participants from 
using the plan, by the same ‘token it should be sufficiently large to eliminate tlie 
possibility, of doubtful loans being insured under the paln in order to minimize. 
risk factors. 

6. Premiums.—The bill contemplates a premium charge of between 5 percent 
and. 10 percent of the amount guaranteed. There is nO indication in the bill 
as to how the premium is to be determined. Some serious consideration should 
be given to spelling out the determination of premium rates on the basis of 
risks involved. For example, might not the rate of premium be tied in some 
manner. to the interest rate charged in the mortgage contract, inasmuch as 
normally the rate charged has some relationship, to the risk involved? In con- 
nection with this approach, some consideration would have to be given to the fact 
that mortgage interest rates are generally higher'in areas which have shortages : 
of mortgage capital than in. areas where there are sufficient investment funds 
available.. Another approach might be to tie, oe premium to the percentage of 
mortgage .to value, with.the maximum, premium being required on a full 90 
percent loan and graduating downward as the percentage of Idan to value de-' 
creases.. One drawback to this approach might be the possibility that appraisals’ 








_ under 
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would be hiked in order to take advantage of a lower insurance premium. It 
would certainly seem desirable under any circumstances to make the premium 
compensate for the risk involved. 

Some consideration should also be given in setting the premium to the possi- 
bility i providing for a limited amount of foreclosure costs to be included 

the guarantee. While provision is made in section 17 of the bill authorizing 
the corporation to guarantee any’ ‘part or all of the foreclosure costs for a 
premium prescribed by it, it would seem desirable that some basic amount of 
foreclosure costs and attorneys’ fees should be covered by the basic premium. 

8. Claims.—Section 13 of the bill prescribes three options which the Corpora- 
tion shall have in connection with settling defaults on loans under the guarantee, 
The bill provides that the corporation “shall appraise or cause to be appraised 
the property securing the mortgage and give consideration to the collectibility of 
the debt from the security and from the obligor or obligors on the mortgage.” 
It is presumed that if the appraisal is higher than the outstanding principal 
balance of the indebtedness, including arrears, the Corporation would exercise 
option “(a) * * * pay the holder the amount invested in the mortgage and take 
transfer of same.” 

There is no provision, however, which would give the lender the option of turn- 
over the property to the Corporation if the Corporation did not exercise option 
(a), even though the appraisal of the property might be higher than the outstand- 
ing principal of the mortgage plus arrears. 

It would seem that this section of the bill should contain a dual option whereby 
if the appraised value (or, as in the case of. VA loans, the upset price) iS 
higher than the amount necessary to liquidate the indebtedness, the lender could 
at his option require the Corpdration to take the mortgage by assignment,, or 
the property, after foreclosure, by-deed. 

9. Assignability of guaranty:—Under 'the bill the original holder of the loan 
may assign the loan and guaranty, to any home-loan-bank member or approved 
mortgagee. This provision seriously limits the liquidity and mobility of the 
mortgage investment. If some method could be determined whereby, the assign- 
ability of the mortgage could be broadened, it would add considerably to the 
flexibility in the contemplated plan. 

On the'broad: question as to whether I favor enactment of this bill or some 
similar proposal, it:seems to me that a plah which can provide an adequate 
guaranty of mortgage principal in excess of the amount institutional lenders 
are permitted to lend on conventional loans under State ‘and National laws 
would be a desirable type of legislation. , 

Our subcommittee of the mortgage investment committee of ‘the National 
Associatton.of Mutual Savings Banks-is of the opinion that S. 2791 (with certain 
of the refinements mentioned above) might well stimulate the use of long-term, 
low dow npayment mortgages in ‘local areas. For this reason alone»our com- 
mittee felt that we should not opposé the plan proposed under 8. 2791. ‘Never- 
theless, we do feel that one of the big shortcomings of the plan is the fact that 
it has many limitations “which would preclude lenders from participating 
therein in the samé manner that they have participated-in FHA and VA programs. 
In, all probability,*if ‘the plan is enacted into. law it will be a one-industry plan, 
primarily used by the Federal savings and lodn. associations with the possiblé 
addition of a smattering. of participants among . comniercial and savings banks 
on a purely local lending basis. 

From the stantlpoint of ymortgage leriding institutions operating on a nation- 
wide basis, I- seriously: doubt that it will be attractive.to nationwide lenders. 
The first hurdle to be cleared. will be the siecessity of having State laws changed, 
and it might prove difficult to get the sanie ‘permissive legislation for this plan‘as 
is now, in ‘effect for FHA and.VA lending.: Lack of provision for incontestability 
of guaranty would also be ‘@ deterrent to nationwide lenders. Likewise, lack of 
a set of underwriting standards, particularly.as they refer to large-scale develop- 


ments, would: be'an adverse factor. In this connection, some thought might be 


given to adding a provision to 8° 2791 which would provide.that on projects of 
five or more units, prior submission of plans and specifications and qualifieation 
under FHA standards, would be a prerequisite of securing coverage under the 
proposed plan. 

With reference to the question’ as to whether I believe that this plan would 
stimulate homeownership; and. home construction, I would be inclined to the 
opinion that in those areas where conventional financing is relatively the only 
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type of financing available for homeownership, the plan would accomplish this 


purpose, provided substantial participation in the plan could be secured: from 
local lenders. ' 


In closing, it would seem to me .that any’ private industry: plan which can ' 


provide the means of channeling ‘additional funds into the mortgage market, 
to finance housing for our citizens on a sound, basis with low downpayments 
should be encouraged, 
Sincerely yours, 
Harry HEtp, Vice President: 


NATIONAL SAVINGS AND, LOAN LEAGUE, 
Washington, 1. C., February 7, 1958. 
Mr. JACK CARTER, ; 
Staff Director, Subcommittee on Housing, 
Committee on Banking and Currency, 
The United States Senate, Washington, D.C. 


DEAR JAcK: In answer to your question of, Janudry 10 as to whether we favor 
enactment of S. 2791 or similar proposals, our answer would be yes, provided 


' 


there is no control on the rate of interest. We could never support any plan ° 


at the Federal level which would impose restrictions: oti the rate of interest to. 
be charged on conventional loans. ' ' 

As to your question whether’ the bill would stimulate homeownership and 
home construction, it is difficult to answer. Perhaps it"would in time. ._, 

If there is any desire to push this plan, the amount of insurance should be 
raised to 25 or 30 percent in order to, make a 90-percent loan feasible. We do not 
believe that the coinsurance provision should be-raised above 10 pere ent. 

Sincerely yours, 
Harotp P. BRAMAN, , 
Managing Director. 


NATIONAL RETAIL LUMBER DEALERS ASSOCIATION, 
" Washington, D. C., February 10, 1958. 
Mr. JACK CARTER, 
Subcommittee on Housing, Gamanttte on Banking ana Curr ency, 
United States Senate, Washington, D. C. 


Dear Jack: In your letter of Janudry 10, you asked for my comments on 
8.2791 introduced (by request) by Senator Sparkman last year. 

A program for the insurance of a portion of conv entional loans has a great deal ' 
of merit and could serve a useful purpose. 

S. 2791 would create a new Government instrumentality within the ‘jurisdiction 
of the Federal Home Loan Bank Board, to insure the top 20 percent of conven- 
tional loans. 

The Federal Phataliad Administration is, at present, the Govérnment insuring 
agenc ‘y for home loans, and it would séemto nie that if a new mortgage insurance 
‘Prograym is to be created, such # program should be placed in FHA, 

S. 2791 was designed, in the main, for participation by savings and loan asso- ' 
ciations. If- the program is to be successful, I believea-wider participation by 
other lending institutions should-be enc ouraged. ‘ 

Hoping that these comments will be helpful, I remain, 

Yours very truly, 

JOHN H.. ELsE, 

‘Legislative Counsel. 


THE AMERICAN BANKERS ASSOCIATION, 
‘+ Washington, D. C., February 4, 1958: 


Mr. JAcK CARTER, 
Staff Director, Subcommittee on Housing, 
Senate Committee on Banking and Currency, Washington, D. C. 
HEAR Mr. Carter: I regret not having replied sooner to your letter of January 
10 relative to S, 2791. 
The"Federal Legislative Committee of the Association has considered this bill” 
and’is opposed to the creation of a new corporation to guarantee honte mortgages. 
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Our conimittee has not had occasion to pass upon the new FHA insurance 
plan proposed by’ Mr. Albert Cole, Housing and Home Finance Administrator, 
which is somewhat similar to the plan proposed in Senator Sparkman’s bill. 

The association will be glad to present its views on 8. 2791 whee hearings 
are held by the Senate 1-6 gm on _— ; 

Sincerely, yet 
J. O. eta 
General Counsel. 
eee 
t 4 
«| AMERICAN FEDERATION oF LaBor 
_ AND ConeRESsS, OF INDUSTRIAL ORGANIZATIONS, 
. ¢ Washington, D. C., February 7, 1958. 
Mr. JAck Carrer, 
Staff Director, Subcommittee on Housing, 
Senate Banking and Currency Committee,’ 
Senate Office Building, Washington 25, D. C. 


Deak Mr. CARTER: Bert Seidman has informed me that you have written 
to us requesting | our .views on 8.'2791, the proposed Home Loan Guarantee Cor- 
poration Act, introduced (by request) by Senator Sparkman. 

In response to’ your request, I. am enclosing a brief statement expressing our 
strong opposition to this proposal. ‘As the statement indicates in greater detail, 
we firmly believe that enactment of S. 2791.would constitute a tremendous 
backward step inthe continuing effort to make better housing available to the 
American people. 

May I also say that virtually all’ of our,comments in opposition to 8: 2791 
would be equally applicable to the similar proposal which has recently been 
advanced by Housing and Home Finance Administrator, Albert Cole: 

, Sincerely ‘yours, ; 
Boris SHISHKIN, | 
Secretary, Housing Committee, 


STATEMENT SUBMITTED BY ‘THE AMERICAN FEDERATION OF LABOR AND CONGRESS OF 
INDUSTRIAL ORGANIZATIONS ON PROPOSED HOME LOAN GUARANTEE CORPORATION 
ACT (8. 2791), FEBRUARY 7, 1958 


The proposed Home Loan Guarantee Corporation Act (S. 2791), jebietusea 
(by request) by’ Senator, John Sparkmaii, would establish a new Home Loan 
Guarantee Corporation, subsidiary to the Home Loan Bank Board. This Corpo- 
ration would guarantee so-called conyéntional residential mortgage loans made 
by savings and loan associations which are members of a Federal Home Loan 
Bank or by other mortgagees approved by the Corporation. The Corporation 
would insure 90 percent of the top 20 percent of such mortgages with a maximum 
mortgage amount of $20,000 and a'maximum amortization period of 25 years. 

Sponsorship of: this bill by the United States Savings and Loan League evi- 
dences recognition on the part of the savings and.loan associations of their failure 
‘to meet the financial capacity and housing requirements of the great bulk of 
moderate-income families with the ordinary conventional loans offered by such 
associations. Sayings and loan. association mortgages usually. involve both a 
higher ‘interest rate. and.a higher downpayment than FHA-insured mortgage 
loans and are, ‘therefore, ordinarily less attractive to the home buyer of mod- 
erate means. In.an effort to meet this situation, the United States Savings and 
Loan League is attempting to pave the way for permitting its affiliates to offer 
mortgage loans with lower downpayments: by shifting the risk of such loans to 
the Federal’ Government. 

While S. 2791 would minimize the risk of the savings and loan association or 
other mortgage-lending institution oper rating under its provisions, it would maxi- 
mize the risk of the home buyer. atever the shortcomings of the FHA pro- 
gram may be, it does provide at least a minimum of protection to the home 
buyer, including: 

,(1)\ A.ceiling on the interest rate he must pay. 

(2) Some regulation of discounts and other charges. These controls were 
established by the Congress just last year. 

(3), FHA appraisal of the property 80" that the home buyer has an expert esti- 
mate of its real value. ' 

(4) Minimum. property requirements relating to -construction standards, 
amenities, etc. 








— 


rerrwy i fF} 


SP er ee ee 


ori" 


' 
f 


* 


HOUSING ACT OF 1958 | pre 437 « 


Under the, program which woul be established by’ S. 2791, the home buyer 
would lose all of these protections. In fact, he would have'no protection ‘what- 
soéver. Thé Federal Government would provide its finantial backing to the 
lehder, thus greatly diminishing the lender’s risk, but nothing would be required 
in return for this great benefit. To be sure, an insurance premium would haye to. 
be paid:to the Home Loan Guarantee Corporation; but it can be ‘assumed that 
the home buyer would pay the cost of that insurance premium just as he now 
does when he obtains an FHA-insured loan. 

' Under the proposed program, the lending institution would impose as high an 
interest rate: as it could exact from the home buyer needing a mortgage loan. 
Moreover, it could also impose discounts and extra financial charges entirely 
within’ its own discretion. Thus, the moderate-income home buyer,’ already all 
but priced out of the housing market, would be faced with An even more onerous 
financial burden. 

For homes financed. under this. scheme, the builder would have ‘to meet no mini- 
mum standards of construction or livability: On the contrary, the home buyer 
would ‘have no protection whatséever against shoddy conStruction, nor would he 
have available to him a reliable estimate of the true worth of the property. 

In summary, the enactment of S. 2791 would represent a tremendous back- 


‘ward step. Instead of lowering financial charges and providing a greater, meas- 


ure of protection for moderate-income home buyers, it would pave tthe way for 
higher financial charges and destroy the minimum financial protections we now 
have. Therefore, the AFL-CIO vigorously opposes enactment of S. 2791 or ony 
similar.proposal. .: 


" Hovsrne SEcuRITIES INC., 
New York, N. Y., February 7, 1958. 
Mr. JAcK Caxrer, 
Staff Director, Committee on Banking and Curre ney, 
Subcommittee on Housing, United States Senate, 
Washington, D.C. 


Deak JAcK: Thanks for your letter of January 10 regarding my opinion on 
S. 2791. 

I.am very skeptical of this type of recurrent proposal. These efforts ‘to 
insure: the top 20 percent or 25 percent of a mortgage are basically insurance on a 
total basis. Unless great care is exercised, the losses by the insurer would be 
terrific. By this, I mean in cases of foreclosure the bank or other mortgagee 
having, the top 20 percent insured would only bid in their uninsured equity. 
Therefore, every loss would be a total loss of the insured volunie with very little 
chance of recovery, as the physical assets would pass to the senior mortgage 
leaving nothing to be salvaged by the insurance fund. 

All these schemes for protecting the top portion of a high ratio loan instead 
of protecting the entire loan are dangerous.to FHA, Iam afraid they will lead 
to abuses’ because the interest rate is not controlled. The processing and, ap- 
proach to value is left to personal opinion, all of which tend to result in a lét of 
hazardous loans, particularly. in a declining housing market such as we now ‘are 
experiencing, when a .tendency to qualify marginal buyers exists. This will ' 
also result in a bank or insurante company selling a junior participation in the 
loan; ‘fully insured, which in effect’ amounts to an insured second’ mortgage 
superimposed on an uninsured conventional first mortgage. The second mortgage 
evil is growing fast enough without giving it added implementation. 

_FHA was conceived 25 years ago as a result of the evils of first, stoma, ‘and 


third ' mortgages, the short term, high interest rate loans then prevailing in’ ° 


housing. The answer worked prefectly. It was FHA with its long term,:low.' 
interest rate, monthly amortized mortgage, with all the mortgage debt consoli- 
dated:in one instrument and no secondary financing permitted. 

The years of experience have justified this as a sound approach worth ,con- 
tinuing., Today’s problems all stem from the fact that FHA isn’t functioning 
properly, that the red tape, the delays, the natural tendency to bureaucracy in 
older Goveriment agencies, the growth of additional requirements and increased 
costs of dealing with FHA have driven the builders first to the VA and now to 
conventional lending. The answer, of course, is to put FHA back as a simple ' 
functional morfgage insurance operation. ! 

‘The 'bill as presented by Senator Sparkman is exclusively a savings and loan 
pill. I cannot object too strenuously if it is kept as a savings and loan venture 
with précautions to prevent separation of the uninsured and. insured portion of 
the mortgage, the responsibility for salvaging maximum value placed in’ the 
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mortgagee, which may be of some help to finance higher priced houses (which 
we do not.need). I also think the entire responsibility should be kept within 
the Home Loan Bank purview so that it would not be abused. 

I am naturally vigorously opposed to’ the suggestions of Mr. Cole for FHA 
insurance of the top ‘portion of mortgages. * This would move to entirely. destroy 
FHA and the value of its insurance program. 

Sincerely, . 


TrHoMAs P. Cooean, President. 


» “NationaL Housine ConrereENce, INC., 
, Washington, D. C., February 28, 1958. 
Mr. Jack Gaiam) 
Staff Director, Subcommittee: on Housing, Senate Committee: on ‘Banking 
\ and Currency, 
Senate Office Building, Washington, D.'C. ' 
Dear JACK: Some weeks ago you wrote to me asking for our comments on 
S. 2791. As you know, our activities here 'were greatly slowed down for several 
weeks due to illness. - However, I sent your letter to Dr. Wm..L. C. Wheaton, 
chairman of the NHC board of directors, for comment. I have just received 
’ the attached statement from him. ' 
. At our last board meeting the , policy set forth in S. 2791, and' similar pro- 
posals, was discussed at some length. Dr. Wheaton has given a great dedl of 
. study to questions raised in legislation, of this type. His comments represent 
the conclusions of the governing body of the National Housing Conference. 
I regret the delay, in .getting this. material ‘in your hands. With best wishes 
and appreciation, Iam ‘ 
Cordially yours, ~ va ’ 
p Hei, ae Lee F. JoHNson, 
Executive Vice President. 
COMMENTS ON S. 2791 AND ‘RELATED BILLS TO PROVIDE FOR A SYSTEM OF 20 PERCENT 
GUARANTEES ON CONVENTION AL MORTGAGE LOANS 


Prepared by Dr. Wm. L. C, Wheaton, Chairman of the Board, National 
‘ Saevy ‘Housing Conference 
¥ ‘ 

These prdposals would establish a Home Loan Guarantee’ Corporation as a 
part of the Federal Home, Loan Bank System. The Corporation would guaran- 
tee the outside 20 percent of @ conventional mortgage upon the payment of:a 
singlé, insurance premium ranging:from 1. to 2 2 percent of the face amount of the 
mortgage, or from 5 to 10 percent of the Amount guaranteed. "The maximum 
mortgage ratio ‘would be 90' percent; the maximum mortgage amount $20,000. 
The insurance would terminate when the mortgage was amortized, to 50 percent 
of the original appraisal. ‘ Capital stock of the corporation would be provided 
in large degree by the Horie Loan Banks ‘with the mortgagees subscribing ‘to 
a small additionalvamount. 

For tie: irly 25 years thre ‘Federal, Government has been developing and extend- 
ing the, FHA systéin of mortgage insurance.. The FHA system has insured from 
15 to 35 percent of ‘all new residential construction during the postwar years. 
It has probably ‘resulted, in some: ‘expansion of ‘the total volume of' residential 
construction although this cannot be proven. By extending amortization periods 
and reducing down payments beyotid the limits that would be possible without 
mortgage insurance, ,the FHA ‘system has enabled many hundreds of thousands 
of families who would otherwise fiave been unable to purchase homes to do so. 
Nevertheless the most clearly’ beneficial results. of the ‘FHA system have not 
been in its enlargement of residential construction or in its expansion of the 
market for home ownership. The ‘most ‘significant results of the. FHA have been 
the improvement of standards: in the home building industry and the equaliza- 
tion of mortgage cost rates and the flow of mortgage.funds in different parts of 
the country. 

The FHA system of construction and land planning standards, of, inspec- 

“tion of construction, and stantlardized appraisals have gone. far toward elim- 
inating widespread abuses which’ characterized the home, building industry 
during the 20’s. While these improvements have not affected all home building 
“equally, they have’ provided a competitive standard which has effected a large 
part of the industry.. While there are oceasional complaints that FHA homes 
do ‘not .mieet adequate construction standards ‘or have been overvalued, these 


, ‘ 
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ctaieatates are far less common with respect to the FHA program than they 
are to homes not built under FHA protections. More importantly, the FHA 
system established a national interest rate for mortgage lending which elim- , 
inated differentials which formerly resulted in 9 and 10 percent interest ratés in 
the South and Far West when money was available in those areas. The FHA 

' system. has provided assurance of some flow of funds into the so-called debtor 
areas, from Northeast and Eastern savings pools even in periods of credit 
ee: During the 20’s, these areas received ‘almost no funds when credit | 
was tig] 

The major criticisms of S. 2791 and related proposals arise because these 
proposals would abandon the standards and controls which the FHA system has 
so painfully ‘and lengthily developed.'. The bills’.propose no controls on. mort- 
gage interest rates and thus immediately open the gates to the widespread dif- 
‘ferentials between the North and East, South and West which prevailed be- 
fore the development of the FHA Mortgage Insurance System. The bills pro- 
pose no’Federal supervision over appraisals. ‘They thus expose the homeowner 
to the abuses and the lending institution to the competitive pressures for,éxces- 

'. sive appraisals which were widely credited with precipitating the collapse of 
‘the home building industry. following 1929. The bills propose no system of con- 

' gtruction standards: or inspections.’. They thus expose the home purchaser to 

' the evils of substandard construction so prevalent during the 20’s and quite 
widespread in: the early postwar years under the G. I. loan guarantee program 
before the adoption of standards and inspections under that program. 

Secondly, a new and competitive system of mortgage insurance may have 
the effect of driving the FHA system ont of existence. Why should.a builder 
, or mortgage lender insure under the FHA system and thus subject himself to 
onerous inspection standards and supervision if he could obtain equivalent 

' mortgage protection under another system which lacked these controls?, Why 
should a lender make loans under the FHA program with limited interest rates 
if he could make loans’ without such limits under another and cheaper program? 

“If the effect.of the new proposal would be to destroy the FHA mortgage insur- 
ance system it would’ be a major backward step in Federal aid to housing. 

Third, there is no adequate, evidence that the proposed system would be 
actuarially sound. - The'rates charged for the insurance are considerably lower 
than those now charged for FHA ‘insurance. No actuarial tables have been 
presented suggesting that these rates would be self-supporting and it is doubt- 
ful whether such tables could be presented given the widespread variation in 
conventional lending practice.’ Thus a systeth which insured only mortgages 
based on 100 percent appraisals of value might be sound but if half of the lend- 
ers operating under the program in fact made appraisals at 110 percent of . 
value. the system might prove to be unsound. The one recent careful study of 
"the FHA reserves (Ernést M. Fisher and Chester Rapkin, the Mutual Mortgage 
Insurance Fund, Columbia University Press, 1956) suggests: that the' FHA. 
reserves are adequate and indeed, under the conditions assumed, are.a_ little 
more than adequate, but only a little. If this is the case, it is doubtful that 
‘an insurance system at a far lower rate would be actuarially sound under 

‘ the conditions proposed by) the ‘bill. Certainly ‘an objective’ study of. the 
actuarid] soundness of .the proposed program by, such impartial. authorities 
‘as Drs. Fisher and Rapkin is essential before any conclusions can be drawn on 
the proposed bill. : 
' Fourth,,.the bill is described as a system of coinsurance. The proportion of 
‘coinsurance is obscured by the language of the bill which does. not clearly state 
‘whether the amount guaranteed is 20_percent or 18 percent of the original mort- 

rage arfiount or of the declining balance of the mortgage; nor are there ealcula- 
tions provided to show the value of foreclosure. costs: and: other fringe: benéfits 
which might be covered. In the terminology of the bill and the supporting papers 
‘circulated by: some sponsors; the 20 percent sharing of risk: by private lenders is 

, somewhat farcic al when, 80 percent of the loan is not.guaranteed.’ Under. most 
economic circumstalices, however, and especially under some constructions of the 
obscure language of the bill, the 18 percent nominal guaranty would in fact prove 
to be 100 perc ent guaranty of losses., Under these circumstances the coinsurance 

‘ terminology is misleading and.the economic effect of the plan is to provide an 
insurance against loss equivalent in value to that prov ided by the FHA. 

For 12 years the Federal Government has sought to organize its own housing 
programs in a reasonably efficiént. manner by bringing all of its permanent direct 
housing .aids into one department of the Government. The Hvover Commission 
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reports long advocated that even the temporary VA program be incorporated in 
the Housing and Home Finance Agency so as to eliminate the excessive duplica- 
tion. of Government costs of the widely varying construction standards and the 
dual system of accounting controls, required by dual statements of mortgage 
insurance and guaranty. The new system would establish a mortgage-guaranty 
program under the Home Loan, Bank’Board independent of the Housing and 
Home Finance Agency and the FHA. This’ would merely reproduce the duplica- ° 
tion and inefficiency which has existed in the past and ‘which is a burden not 
merely,to the taxpayers andthe Government but also to private mortgage lenders 
and. builders. If any such system of insuring the outside risk on.a mortgage 
loan is actuarially sound, it should be administered by the FHA so as to avoid 
duplication and inefficiency in Government and private mortgage lending. 

These administrative considerations, are of special importance in view of the 
competitive relations which’ exist between different classes of lending institu- 
tions. The FHA system is widely used by life-insurance companies and savings 
and commercial banks which generally operate under more scrupulous standards 
‘of appraisal and inspection than do some other classes of mortgage lenders. It is 
‘universally recognized that savings and loan institutions are far more liberal 
in theit appraisal and construction standards and often make loans at ratios to 
true value which are in violation not only of their characters and their deposit-in- 
surance regulations.but also which are far more liberal than those allowed by 
other classes of lenders.- The risks of.such money-lending practices are in.a large 
degree assumed by the Home Loan Bank system.and the Federal Savings and 
Loan Insurance Corporation for member and insured institutions. Under these 
_. eireumstances the administration of a loan-guaranty program involving poten- 
tially hidden subsidies would place the Home Loan Bank Board administrators 
in the most ambiguous: position of administering: two systems of insurance at 
different insurance rates. The plan might also give the favored institutions 
distinct advantages over other classes of, mortgage institutions. ‘Indeed, the 
question arises whether it is a proper function for the Federal Government to 
adopt: programs which appear. to have as their major result the conferring of 
competitive advantages on one class of, institutions as opposed to another. 

Sixth, in recent years a. major problem ‘confronting the housing industry has 
been the inadequacy of total volumes of saving pouring into mortgage lending. 
The question may reasonably be asked whether the proposed system will in fact 
in any way increase the flow of savings going into residential construction. It 
will certainly serve to divert the éxisting flow of mortgage funds from one class 
of lenders to another class and from relatively low-interest-rate mortgages: to 
relatively higher interest rate mortgages. These effects would appear to favor 
high-income families as opposed td middle-income families, high-priced housing 
as compared to modest-priced housing, and the richer areas as opposed to the 
debtor areas of the country. . Until these economic effects are clarified by inten- 
sive study it is questionable whether the proposals would be to the advantage of 
the country as a wliole or should be undertaken by the Federal Government. 

Finally, the natural history of Government systems of mortgage insurance 
and guarantee is, that these programs: are initiated on a conservative basis 
which purports to be. economically, sound:and are then progressively liberalized 
to the advantage of the favored institutions until they have become not only 

marginally sound but also: of dubious utility in serving the originally intended 
purposes. Since proposals have already been made to increase the protection 
and reduce the charges in this new program even before the program has been 
adopted, it may be reasonable to conclude that it too will follow the natural 
course of events described above. This\.inference argues for a most careful 
scrutiny of the actuarial soundness and economic effects of the proposed pro- 
gram at;a variety of premium charges, insurance rates, and possible super- 
visory controls before adoption of any legislation. 

The national housing, conference opposes the adoption of any proposal such as 
S. 2791 at this time. It suggests that the; Housing and Home Finance Admin- 
istrator be ers to present a detailed economic study of the proposed plan 
prepared by impartial experts before any further legislative action is contem- 
plated. In addition it urges that the same scrutiny be given to the FHA system 
of mortgage insurance with. the expectation that if changes.in the Federal Gov- 
ernment system of. mortgage insurance are economically feasible .without de- 
stroying the FHA system those changes be adopted as a part of the program of 
the existing Federal housing program which has been demonstrated as economi- 
cally sound and socially beneficial. 
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NATIONAL HoMEs Corp., 
Lafayette, Ind., February 4s 1958. 
Mr. a CARTER, . 
_ Staff Director, Subcommittee on Housing, 
: Committee on Banking and Currency, , 
United States Senate, Washington, D. 0. 


Dear Mr. Carter: It is the policy of the Prefabricated Home, Manufacturers’ 


. Institute to favor the enactment of any legislation which will provide more , 


favorable mortgage financing. Consequently, our legislative committee recom- 
mended, and the directors approved, the favorable consideration by the Congress’ 


. of the’ provisions of the proposed bill advocated by’ the United: States Savings 


‘and Loan League, and which I believe is more or less similar to the bill desig- 


.. nated as 8. 2791. Our approval was predicated upon the premise that such legis- 
. lation ‘would in no way serve as a substitution for FHA nor attempt to super: 


sede FHA in any way. 
After careful: consideration, it is my personal opinion that rather than creat- 


‘ing new agencies ‘in the.Government insured mortgage field, it is preferable to 


enlarge, increase or amend the scope of the existing agency—the Federal Hous- 


‘ing Administration. ‘I don’t feel that S. 2791 will provide any great volume of 


financing since most lenders who are interested in making loans on liberal terms | 
can and-do so under present FHA structure. 

Those. lenders: who prefer conventional loans have done so chiefly because 

they wished to make loans on'a more conservative basis. Most lenders feel that 
the loan made on a’conservative basis conventionally is preferable to a minimum 
equity long maturity Government insured loan. If one arguesthat the proposed 
bill eliminates, the problem of-a fixed interest rate, I would prefer to ¢ecomplish 
this objective by freeing the rates on FHA mortgages, if the rate problem is 
actually felt to be that important. 
' The 20 percent limit or even a 25 percent limit would not help'the large num- 
ber of lenders who are limited by law to maximum loans of 60 to:\66% percent. 
An even more serious problem is.the fact that enabling legislation would have to 
be enacted in most States to make the plan operative. 

I am corivinced that through. the facilities of’ the Federal Housing Adminis- 


- tration, ‘any steps necessary to improve mortgage financing facilities may be 


accomplished, and I favor modifications or refinements of FHA .rather than ~ 
creation of new agencies. 

Some. suggested changes in FHA would be provision for 100-percent loatis, 
increase in terms of loans.under 203 to 40 years, provision for a flexible interest 
rate, simplification of procedures by means of such ..methods as the certified 
agency plan, insurance of.loans for.land development, and finally, expansion. of 
activities of the Federal National Mortgage Assdciation, particularly with refer- 
ence to'their issue of debentures’ secured by their mortgage portfolio. This 
latter step would serve to channel large.amounts of funds into the home-building 
ing field from investors, such as pension funds and trust funds, who are, not 
interested in mortgage investments but restrict their activities to bonds and 
similar securities. 

In short, we have. a; tried and proven facility in the FHA which has proved 


-its worth and effectiveness since 1934. Rather than attempting to supersede it 


with new untried schemes,.let’s endeavor to keep the existing FHA modern, 
up to date and with maximum efficiency. 
I appreciate very much. this opportunity to give you my views. 
Very truly yours, 
GEorGE EF. PRICE, 
President, Prefabricated Home Manufacturers’ Institute. 


NATIONAL ASSOCIATION OF REAL EstaTE BOarps, 
Washington, D. C.; February 12, 1958. 
Re: S8. 2791. 
Mr. Jack CARTER, 
Staff Director, Subcommittee on Housing, Senate Banking and Currencey 
Committee, Washington, D. C. 


Dear Jack: Reference is made to our telephone conversation of February 10th 
in which you requested the ‘comments and recommendations of the national 
association of real estate boards with respect to the bill, S. 2791, by Senator 
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Sparkman. This legislation would create a Home Loan Guarantee Corporation 
for the insuring or guaranteeing of 90 pernent of the top 20 percent of a home 
mortgage. 

We appreciate the fact that Senator tiihnen introduced the measure at the 
request of the United States Savings & Loan League in order to provide a more 
effective, means for measuring the reaction of the appropriate Government 
agencies and private industry' groups. Our association has had the so-called 
savings and loan plan under active consideration since May 1957, and the plan 
was discussed in considerable detail at the metings of the Realtors’ Washington 
Committee in November 1957, 4nd again in February 1958.- At the latter meet- 
ing the committee, recommended to‘ the: NAREB board of directors that the plan 
of insuring the top portion of ‘conventional loans be endorsed in principle, and 
that a subcommittee be delegated the responsibility of evaluating the details 
of specific plans. This was subsequently approved by our directors. | 

The proposal for insuring the top or risk portion of conventional loans meets 
with widespread favorable support by realtors in all areas, particularly in the 
smaller communities, who see in the plan a.device for reducing downpayments 
on conventional loans. The sharply declining role of the,.veterans’? home loan 
program has underscored the need for certain basic changes in existing financing 
mechanisms that would widen homeownership opportunities particularly’ in 
communities whose lenders have shied away from the administrative impedi- 
meénta associated with the FHA section 203 program. The latter program is 
tailored primarily for the institutional investor and as a result it ‘plays its 
predominant.role in the more populated urban areas. 

, On thé, other hand, the portfolio lender such as the savings and loan associa- 
tion is content to employ ‘its deposits on:low ratio of loan to value mortgages 
and avoid the administrative rigmarole and fixed interest rates associated with 
the FHA program: . We:cannot be too critical.of this becausé it reflects. well- 
known economic facts of, life.. Nevertheless, we cannot escape the problem 
which is thus posed: how can we'nrodify this conventional financing mechanism 
so that it, might serve a wider. market by reaching down to the home seeker 
who cannot afford the downpayment now required by most conventional home 
lenders?’ We believe that the proposal set forth in S. 2791: provides the means 
for accomplishing this objective. ‘The fact that the plan is propesed by the 
very people whose utilization of the plan would widen home ow nership oppor- 
tunities must be weighed in its favor. 

There are some changes:Wwhich the subcommittee should. consider in evalu- 
ating the details of the plan. For one ‘thing, our association believes that the 
plan; should lend itself to the widest possible coverage of participating lenders. 
Consequently, the cost of participating by lenders other’ than savings and loan 
associations should be reduced. 

Insuring 90 percent: of the top 20 percent of a mortgage will involve a 73.8 
percent exposure which is ‘too: high for many lending institutions: and will 
preclude their participation in the plan ‘unless State laws are changed. Per- 
haps the 20 percent limit should be increased to’ 25 percent or 30 percent in 
order to bring the exposure of lenders within the limits set by law. 

Our conventionel financing subcommittee: has the plan under more detailed 
consideration, and we will: be ready to ‘testify on the measure when hearings 
are held before the housing subeommittee. ‘Please consider this letter a request 
for an opportunity to'testify at such‘hearings. 

Sincerely yours, 
JOHN C. WILLIAMSON, 
Director. 





INVESTMENT BANKERS ASSOCIATION OF AMERICA, 
Washington, D. C., January 28, 1958. 
Mr. JAcK CARTER, 
Staff Director, Subcommittee on Housing, Committee on Banking and 
Currency, United States Senate, Washington, 25, D. C. 

DeaR Mr. CartTER: This is in response to your letter to me of. January 13 
and its enclosures with respect to S. 2791. 

I have read all of the material you sent nie with much interest, but I am 
afraid. I am not ina position to be helpful by way of either constructive or 
critical comments thereon. 

As you doubtless know, our members ‘are largely in the business of, under- 
writing and dealing in corporate, municipal and governmental securities and 
take no part in the housing mortgage field. Neither I nor any of our com- 
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mittees, therefore, have had occasion to consider such proposals as that about 
which you, inquire and have, therefore, taken no position thereon. 
Sincerely yours, 


MurkAY HANSON. 


Senator CrArk. We have some additional letters on this subject 
which will go into the record. 
(The letters referred to follow: ) 


Hon. Senator Jonn A. CARROLL, 
United States Senate, 3 
Senate Office Building, Washington 25, D.C. 

Dear SENATOR: I represent the Capitol Federal Savings & Loah Association, 
as well as several builders and contractors. Therefore, I am very much inter- 
ested in 8. 2791, sponsored by. John Sparkman of! Alabama. 

There are many qydvantages to the plan as I see it. For example, the builder 


DENVER, Coxo., April 28, 1958. 


' . does not have to tie up his own capital. Costly time element in building is re- 
’ duced without reducing a reasonable-standard of safety. It will help to eliminate 


the usual second mortgage which is always expensive and sometimes dangerous. 
Further, in.our experience, compelling second mortgage or collateral to be ‘dis- 
counted has been the cause of bankrupting many builders. This plan is truly 
flexible as it contemplates the financing of existirig structures as well as new 
improvements. ee 

From. the view of the Government, it should. appear attractive, as no tax 
money is concerned and it will not make for any new Federal liability. ° Under 
this plan, local capital will be used primarily. 

If savings and loan associations can operate with safety up to 90 percent, 
their business will increase, becatise.of the greater number of families that can 
usé the services offered in conventional financing. 

In my opinion, passage of this bill will have a most salutary effect on our so- 
ealled recession, and will. avert many bankruptcies and relieve unemployment. 

[ hope you can see your way clear to support this legislation. 

Respectfully, 
Stuart B. St. GERMAIN, 
Attorney at Lai. 


H. B. Boas ENTERPRISES, INC., 
DENVER, CoLo., April 28, 1958. 
Hon JoHn A. CARROLL, , 
United States Senate, 
Senate Office Building, Washington 25, D. C. 

DeEAR SENATOR CARROLL: We have been watching with great interest any- news 
of the progress of the United States Savings & Loan League plan for guaranteed 
home loans. 

As builders we feel that this plan will fill a great need. The great flexibility 
of the league plan will allow builders to build according to the needs of their 
community without delay. The lower downpayments possible without lowering 
the standards of: safety will help to eliminate troublesome and costly second 
mortgages and promote the prompt sale of properties without tying up the 
builder’s capital.. 

We feel that this one plan, with little cost to the Government, will do,more to 
stimulate the building business and the’ economy than any other oné thing and 
without inflationary tendencies. 

Please support the league plan, §. 2791. 

Very truly yours, 
H. B. Boras, 
HERBERT F, SMITH. 


FincH REAtry, 
Denver, Colo., April 28 1958. 
Hon. Joun A. CARROLL, 
United States Senate, 
Senate Office Building, Washington 25, D.C. 


DEAR SENATOR CARROLL: I wish to ask your support of the United States Sav- 
ings & Loan League plan for guaranteed home loans, S. 2791. Asa real-estate 
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broker and builder, I feel that the league plan will fill a great need. Conven- 
tional financing up ‘to 90 percent will help eliminate expensive and dangerous 
second mortgages. ‘The flexibility of this plan will make available safe, rapid, 
and adequate financing for existing properties as well as new dwellings. 
 The'fact that this plan involves né tax money or new Federal liabilities and 
yet would definitely stimulate the housing industry should make it noninflation- 
“ary. Local capital would be used largely in its operation. 

Many brokers and builders prefer to deal.in conventional financing of prop- 

. ' erties they handle through savings and loan associations where they are fa- 

‘ niliar ‘with their methods. Being able,to operate on this basis with safety up 
to 90"percent will open up.a whole new. field because this would materially en- 
large the number of ,families, that could utilize the services offered in conven- 
tional financing. , 

Very truly: yours, 
L. E. Frncn. 


‘THe DENVER MARBLE & TILE Co., 
‘ Denver, Colo., April 28, 1958. 
Hon. Joun A.:CARROLL, 
United States Senate, 
Senate Office Building, Washington 2 25, D.C. 

Deak Senaror Carrot:: As’a director of a savings and loan association, I 
am véry interested iin the United States Savings & Loan League’s home loan 
guarantee plan, 8.2791. I-feel that conventional financing up to 90 percent will 

‘help eliminate second mortgages which are both dangerous and expensive. Since 
this plan..is very flexible it will provide safe and adequate ane for both 
existing and new dwellings without delay. 

Local capital would be used to great extent.in the operation of this ae This 
plan involves no new Federal liabilities.or tax money, but it would very definitely 
stimulate the building industry, so it should prove to be noninflationary. 

Many builders and brokers like to deal through savings and loan associatious 
where they are familiar with their’ prdcedures in conventional financing. Oper- 
ating on this basis with 90 percent safety ‘would increase. the group of people 
who could use the services offered in conventional financing. 

Your support of the Savings & Loan League's home loan guarantee plan, 
§. 2791, will certainly be appreciated. 

Very truly yours, 
Hueu D. Watson. 


JOHN PEEPLES REALTY, 
Salida, Colo., April 30, 1958. 
Hon. JOHN CARROLL, 
United States Senate, 
Senate Office Building, Washington, D.C. 


Dear SenaToR CARROLL: I am writing this letter on behalf of Senate bill 2791 
which is being sponsored by Senator’ John Sparkman. 

I am very much. in favor of this bill and should you concur in my thinking, I 
would appreciate your support of the Senate bill. 

Salida is a small community and our facilities for FHA appraisals and for 
obtaining FHA money is very poor. Most insurance companies do not like to 
invest in mortgage paper in small communities. but do so only if they cannot 
obtain ‘enough loans to meet their requirements in larger cities. We have a very 
active building and loan association in Salida and it would be of inestimable 
value if our local building and loan association could loan 90 percent of the 
value of a home. 

This office has many calls for homes from people who could pay 10 percent 
downpayment but could not obtain a conventional loan because they do not have 
the required extra cash. 

I would appreciate your full: consideration regarding the above numbered bill. 

Very truly yours, 
JOHN PEEPLES. 
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THE SHERIDAN, ° 
: : Denver, Colo., April 28, 1958. 
Hon. JoHn A. CARROLL, 

United States Senate, 

' Senate Office Building, Washington, D.C. 


Deak Senator Carrot: It has been called to my attention by many of-my . 
associates that, they are also interested in the progress of the United States: 
Savings & Loan League plan for guaranteed home loans. 

It is my opinion that.this plan. has the possibilities of not just one great need 
but many. Lower payments will help to eliminate costly second mortgages and 
will also help promote property sales without tying up the builder's capital. The 
builders will be able to fulfill the needs of their community without delay. I 
feel that the plan can achieve all of this and still not lower the standards: of 
safety. — 

This plan, with little cost to the Government, will tend to stimulate the build- 
ing business’and the economy of the country. . 


Your support of league plan 8. 2791 will be remy appreciated. 


Very truly yours, 
ky JOHN E. Rivex ant Contractor. 


. Asa T. Joxes, Jn, Farie Loans, 
Greeley, -Colo., May 2, 1958. 
Hon. Joun. A. CARROLL, 6 
United States Senate, 
Senate Office Building, Washington 25, D.C. 


Dear Senator CarroiL: We wish to express our approval of 8. 2791; the bill 
that proposes to offer a plan for partial insurance of conventional loans made 
by savings and loan associations. This bill seems to be a more practical and 


sensible plan for the promotion of homeownership than is now in force. This 
bill as proposed seems to be practical, workable, and simple. to make: it very 


useful, 

The fairly tight money situation in the past year brought~ the building in- 
dustry in this community almost to a stop. We believe that the passage of this 
bill would give the homebuilding industry in Greeley, Colo., a shot in the arm 
and ae general economic situation. 

pectfully, 
CuirrorD G. CAMPBELL, 
Manager. 


Tue Satipa Burtpine AND LOAN ASSOCIATION, 
' Salida, Colo., April 23; 1958. 
Hon. JoHN CARROLL, 
United States Senate, 
Senate Office Building, Washington 25, D.C. 


Dear SENATOR: CARROLL: I am writing this letter on behalf'of our association 
with regard to Senate bill No. 2791 which is sponsored by Senator John 
Sparkman of Alabama. 

As you know, Salida is a small community and our facilities for FHA ap- 
praisals and service is of very poor quality. We feel, in our institution, that 
such a bill as Senator Sparkman has sponsored would help many small com- 
munities such as ours throughout the United States. We find many. people who 
do not have downpayment enough to purchase a home, but could probably raise 
the 10 percent necessary under this bill. As it is,.someone has been taking 
a second mortgage on their property, which makes a hardship in the purchasers’ 
repayment of same. 

The Salida Building & Loan Board of Directors wishes to advise you that we 
feel that your backing such a bill would be a wonderful asset for a community 
such as ours. 

It is our understanding that this bill proposes that a second mortgage cannot 
be made to help make the downpayment on said property, which we feel is a 
wonderful idea since it is sometimes so hard for people to repay same. And yet, 
under our conventional savings and loan plan of financing, we run into many 
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' people who cannot own.a home because’ they do not have the downpayment to 
make. 
We hope that yout! fecling about this bill will be the same as. ours. 
Yours very truly,,, 
THeEo. M. Jacoss, 
Secretary. 


. 


Gee ee 


‘ ' lai MurvaL SAVINGS AND LOAN ASSOCIATION, 
fhe Grand Junction, Colo., May 2, 1958. 
Hon. Joun CARROLL, "' 
United States Senate, Senate Office Building, ’ 
' Washington, D.C. 

Dear SENATOR CARROLL: This j s just a note to tell you that we are very much 
interested in ‘the passage of 8. 2971 by Senator Sparkman. This is also H. R. 
10637. 

I am enclosing an outline of the principal provisions of the bill, and ask that 
you support it, as being in the best interests of the housing business. Savings and 
loan associations find themselves at a, disadvantage in making high- -percentage 
loans, and this insurance feature would unquestionably strengthen our’ position. 

Very truly yours,, ©@ 
ie: ae MoMutuin, Secretary-Treasurer. 


OUTLINE OF GUARANTEED CONVENTIONAL LOAN PLAN 
(8. 2791, H. R. 10637) 
, BASIC QPERATION ‘ 


The fundamental idea of.the plan is to permit associations to make high- 
' percentage loans by obtaining ‘insurance on the -top portion of the loan. -Thus, 
associations could make loans with downpaymenits of only 10 percent,at‘no greater 
risk.to the association than the present loans with 20 or 25 percent downpayments. 


LOAN TERMS 


Loans could-be made for 90 percent, 25 years, for single family, homes, with a 
ceiling of $20,000 (may be amended to $25,000). Loans, however, could not exceed 
the m#ximum permitted for FHA 203. loans in the same price bracket. The bill 
provides for regulations against second mortgages. 


PREMIUM 


A single premium ‘would ‘be paid by the borrower (could be added to his loan) 
and would be in an amount set by the Corporation at between 5 percent and 15 
percent of the guaranteed portion of the loan, which is approximately 1 to 2 
_ percent of the face amount of the loan. 


INSURANCE COVERAGE 


The top 20 percent (may be amended to 25 percent) of the loan would be insured 
with a coinsurance feature so that the lender would collect only 90 percent of the 
insured portion. When 'the loan is paid down to 50 percent of the original 
appraisal the insurance terminates. The plan would involve a minimum of 
redtape. The association would follow its ordinary procedure in making the loan 
and any loan made pursuant to the laws and regulations would be automatically 
guaranteed by the Corporation. In the case of foreclosure, the insurance would 
be paid on the basis of 90 percent of the final loss after disposition of the property, 
but the éstimated loss would be earmarked and set aside for the association at 
the time of initial default. 


HOME LOAN GUARANTEB CORPORATION 


The insurance would be provided by the Home Loan Guarantee Corporation 
which would be under the jurisdiction of the Federal Home Loan Bank Board 
and whose initial stock would be subscribed by the 11 Federal home loan banks. 
(As drafted, the bill calls for $50 million; this may be amended to $20 million.) 
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DENVER REALTY Boar, , 
April 23, 1958. 


United States Senate, 
Senate Office Building, Washington, D. C. 

Deak SENATOR CARROLL: We have been watching with ones interest any. 
news of the progress of thé United States Savings & Loan League plan for 
guaranteed home loans. 

As brokers, we feel that this plan will ‘fill a great need.. The great flexibility 


of the league plan will allow builders to build according to the needs of their 


community without delay. ‘The lower downpayments possible without lower- 
ing the standards of safety will help to eliminate troublesome and costly second 
mortgages and promote the prompt sale of properties without tying up. the 


* builder’s capital. 


We feel that this one plan, With little’ cost to’the Government, will do more’ 
to stimulate the building business and the economy .than any. other one thing . 


- and without inflationary tendencies. ' 


Please support the league plan, 8. 2791. 
Very .truly’ yours, a 
‘ Mr. James L. Rorre, Presidént, Denver: Realty Board. 


es 


DENVER, CoLo., April 25, 1958. 


United States Senate, 
Senate Office Building, Washington, D.C. 


'“DearR SENATOR CARROLL: It is with great interest that I aos been nindgiion 
any news of the progress of the United States Saving & Loan League won for 
guaranteed home loans. 

As a director of a savings and loan association, I feel that this plan will fill a 
great need. The lower downpayments will help eliminate second mortgages 
and, will do this without losing any of the standards of safety. Also, property 
can be sold more quickly and will not tie up the capital’of the builders. Since 
the league plan is so flexible, it will allow the builders to build and fill their 
community’s needs with no delay. 

This plan will cost the Government very little, but I feel that it will stimulate 


° 


"the building business and help the economy a great deal. 


Your support of the league plan, S. 2791, will certainly be suanedinnidh, 
Very truly yours, 
ey LeRoy LYNCH. 


R. E. SPENCER LUMBER CO., 

Denver, Colo., April 25, 1958. 
Hon. JoHn A. CARROLL, ' 

United States Scnate, 
Senate Office Building, Washington 25, D.C. 

DEaR SENATOR CARROLL: Many of us have been taking a great interest in the 
progress being made on the United States Savings & Loan League plan for 
guaranteed home loans. 

As a lumber dealer, I agree with the builders and real-estate ‘brokers that this 
plan will do a great deal toward stimulating the economy of the country and 
the building business. The builders will be able to fill the needs of their com- 
munity since they will be able to build without delay and their capital will not 
be tied up in unsold property. Having a lower downpayment will push for 


faster sales and will also tend to eliminate second mortgages. 


This plan will be of very little cost to the Government. We would appre- 
ciate your support for the league plan, S. 2791. 
Very truly yours, ; 

R. E. SPENCER. 
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, 
Home Savines & LOAN.ASSOCIATION, 


; Phoeniz, Ariz., A pr il 23, 1958. - 
Hon, Cari Siccen, 
_+ United States Senator from Arizona,, 
Senate.Ofice Building, Washington, D.C. 


‘Dear SenatToR HaypEeN: The Nation’s savings and loan associations have for 
many. years provided the bulk of financing on single family homes. Our insti- 
tutions remain in the mortgage market day in and day out, because we do not 
have alternative eeenenye available to us should’ they appear more attractive 


, from time to time. 


We have always prided ‘ apeebees on our record of providing the’ bulk of .our 
financing 6n a conventional, basis; that'is, without Government guarantee or 
insurance. We have from time to time, however, been enthusiastic supporters 


. of both the GI and FHA loan programs when we felt there was a real need for 


encouraging such Goverriment-supported programs. We still feel, however, 
that it is appropriate not to expect the Government to-insure’ mortgage loans 


‘on a continuing basis. We realize, however that many good mortgage risks 


particularly younger fathilies, do not have enough equity to meet conventional 
downpayment requirements. Here in Arizona, for example,:the greatest loan to 
apprai value that a State-chartered institution can make is 75 percent. 

For several years, through the facilities of our trade association, the United 
States ‘Savings & Loan’ League, we have. been perfecting a privately insured 


| program wherein we could provide mortgage financing to families with a mini- 


mum’ downpayment of only 10 percent. This program involves a coinsurance 
feature and would be administered by the Federal Home Loan Bank Board, 
the agency now responsible for supervising qualified institutions whose savings 
accounts ‘are insured by FSLIC. All the costs of this insurance .would be met 
privately, and there would be no Government subsidy or guarantee involved. 

Both Senator Sparkman and Representative Rains have become very inter- 
ested in this new approach to providing minimum downpayments on a more 
realistic basis and have introduced legislation in the Senate and House respec- 
tively to make this program,operative. 

The Housing Subcommittee of the Senate Banking and Currency Committee 


. has scheduled hearings on this proposal beginning May 5. At that: time, repre- 


sentatives of the’savings'and loan business.will appear in support of the bill. 
I have discussed this proposal with several builders here in Phoenix, and all 
of them are enthusiasti¢ about the program, since’ it will be privately adminis- 


| tered and will not involve the delays and redtape now associated with both 
_ FHA and GI loans. 


Should this legislation be favorably approved by the appropriate congressional 
committees, I hope you .will give it your enthusiastic support when it reaches 
the floor of the Senate. 

Best wishes. 

Cordially, 
Tom SHERIDAN. 

Senator. Crark. Next witness: is Mr. Arthur J. Packard, of the 
American Hotel Association. 

Is Mr. Packard here? 

Mr. Packard, we are‘happy to have you here. 

Off the record for a moment. 

(Discussion off the record.) 


STATEMENT OF ARTHUR J. ‘PACKARD, CHAIRMAN, GOVERN- 
MENTAL AFFAIRS COMMITTEE, AND M. 0. RYAN, WASHINGTON 
REPRESENTATIVE, AMERICAN HOTEL. ASSOCIATION 


Senator CiarK. The statement of the ‘witness will appear in the 
record at the end of his oral statement. 

Mr. Packard has been kind enough to volunteer to just emphasize 
the parts of his statement which he would like to call particularly to 
my attention. 








he 
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Mr. Packarp. Thank you.. 

Senator CrarK. Would you please sinaiel Mr. Packard’ 

Mr. Packarp. Thank you, Senator. 

For the record, I am Arthur Packard, of the American Hotel’ Asso- : 
ciation, chairman of the governmental affairs committee: . 

. Thisis Mr. Ryan, the manager of our Washington office. 

To talk to you, Senator, — raneously, about our concern re- 
garding these bills, may I say that basically they call for an expanding 
— under the urban, rédevelopment program‘and under housing 

or the elderly. 

Now the hotel industry is’ very grateful to’ this committee and to 
Congress for having enacted section 513, with which you are entirel 
familiar. This has been very helpful to the hotel industry that today 
is a little bit sick from economic reverses. 

Our concern is whether or not section 513 in the final analysis will 


} = us thé same protection in the urban housing and in the program 


or development of housing for the elderly that it has in the .other. 
areas. 

The hotel industry today: is at, the lowest point of occupancy in 18 
years. There are approximately a, million first-class hotel rooms in 
the United States, but even today there are approximately 500,000 
units of FHA that could conceivably be converted to transient housing. 

In spite of section 513 in tlie Housing Act of 1954, it has not given 
us the relief we hoped for because it is still in litigation. 

Senator Ciark. Do you have any figures on the vacancy rate of those 
million first-class hotel rooms at the moment? 

Mr. Packarp. Yes. Horwath & Horwath—they are hotel account- 
ants—for this quarter show that the national average: is 68 percent 
occupancy. But I live in a,small town, Senator, in central Ohio. We 
operate in county seat towns. Our, occupancy is now under 60 percent 
in our hotels. 

Senator CLark. Are you speaking of motels as well as hotels? 

Mr. Pacxarb. No; that is another headache, I might say, the hotel 
industry has. There are approximately a million motel rooms in the 
country... But the better motels are now affiliating with our American 
Hotel Association. 

Senator CLark. You are not representing that industry ? 

Mr. Packarp. No. I represent the hotels of the country, although 
many individual motels do belong to our group. 

Senator CLark. You would agree, would you not, that at least to 
some extent the competition of the motels accounts for your vacancy 

rate? 

Mr. Packarp., ‘I think there has been an 7 act on our business with .” 
the advent and popularity of the motels. ere is no question about 
that. 

There are many factors because—— 

Senator CLark. When you say that, Mr. Packard, is it true your 
vacancy rate has increased measurably since the fall of 1957? 

Mr. Ssckas. Actually it has been a downtrend since ‘about 1947, 
1946 or 1947. 

Senator Ciark. So you cannot. see anything to put your finger on 


which would tie your increasing vacancy rate’to the current recession ? 


Mr. Packarp. Not particularly. No. 








' | eae ' 
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I do believe this, that the hotel industry does not affect the economy 
of the country. It is more or less a mirror of what is going’on. So 
that to describe our concern, it is conceivable that the FHA may in 
its Zeal to build more hbuses, and, to liberalize the program of urban 
redevelopment—it is conceivable that we might not be protected by 
section 513 against construction of unneeded new hotels. 

We know of several instances, one in the State of New Jersey as an 
example, that contemplates a hotel for transient housing in program. 
We feel.that the Government does not intend to invade this field of 
hotel: business, particularly inasmuch as.it is dangerously: low just 
now. We also feel that the same problem of overbuilding, through 
the zeal of builders, financiers, and so forth, could ‘work a hardship 
on communities in any type of housing construction. The figures that 
I have in here—Mr. Ryan, you correct me on this—show that even to- 
day there are only 89.9 percent of Federal housing which is occupied. 

Am I correct: in that figure? ‘It is in the statement someplace. 

Senator Crark. I wonder if you are referring to the statement on 
page 2 which says that— 

For the first quarter of 1958, only 89.9- percent of the dwelling units in the United 
States were occupied. . 

Mr. Packarp. Yes. 

Senator Cuark. I ain'quite startled by that. 

Where did you get the figures? 

You say “Bureau of the Census,” but do’ you have the actual report 
there? : 

Mr. Ryan. Yes. 

Senator CiarK. Would you mind letting me see it 

Mr. Ryan. Yes, sir. 

Mr. Pacxarp. Asa matter of fact, Senator, we were a little startled, 
too, when we saw those figures, which is one of the reasons for our 
concern and antipathy toward additional overbuilding in certain quar- 
ters, because any convertible building which is built for permanent 
housing and which is not occupied, is subject to conversion into tran- 
sient housing. , | 

Senator Cuark: I think with your permission, Mr. Packard—or I 
guess anyway—we will read into the record at this point the full fig- 
ares for the first quarter of 1958 on occupancies and vacancies of all 
dwelling units of the United States as provided by the Bureau of the 
Census, and I will ask the stenographer just to copy into the record 
the table which I am circling in pencil. 

(The data referred to follow :) 


Condition and status 





1958 
1st quarter 
a a dln alecmnstncipsohiin ape i ee cnn ae 
Year-round vacant : 
Not dilapidated____-_-----~- Enea AT Ait SR en “Ee phy rae ee clk cw Se ee 5.4 
ae gener Ter nee (ACRINNe) he 6 od Soh necked ens 2.8 
NR 0 Se Do es id LS de en cai ali eabe lear ence foeehebeah diastivwhenonees 2.2 
te aes leaden remit pp nseomnes natainirenimatenatininass mideb tata 0.6 
Rented or sold, awaiting occupanty...........:...... .- <5 en nnee 0.4 
i i sosmenu tadepeanerreiieniathlinnes onanicheageceiccenhphenteteye 2.2 
OS UE SOLS O20 ee ee seca cmeie chee einai ckinmse 1.2 
I lias ee oh ee hd echidna ilioates 8.5 
I ci iendtnteihen sn nicest anit igstocmsnedhdnpstieteesincartinosnvanenratanansennnaiineaaunanmniarmmee amapetintnel pani 89. 9 
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"Senator.Ciark. I think when you look at those figures a little more 


_ eritically, the explanation is a little clearer. ' 


Mr. Packarp. May I inquire for my own information, i in what way, 


‘Senator ? 


Senator Ciark. Would you show the witness. 

Mr. Packarp. In our analysis? , ° 

Senator CLark. Would you show the witness the figure. 

‘The reasons why the units are vacant, when broken down, do make 
a somewhat lessstartling picture than the final figure. 

Mr: ‘Packakp. There were only 1.2: percent dilapidated ‘structures. 
So the remainder would appear to be habitable. : 

Senator Ciark. Of course, there are other categories where they 
are Waiting to rent them, where sales have been consummated and the 
purchaser has not moved i in. There isa good deal of seasonal unoccu- 
pancy ; for. example, at resorts, you have a lot of summer ¢ottages un- 
occupied, All that sort of thing. 

Mr: Packarp. Well, to conclude, Senator, the only grave danger 
which concerns -us, as I say, is the zeal of those who wish to build, 
and those who in the public interest feel that there should be addi-. 
tional housing space regardless of the saturation point. We do not 
want to see an overbuilding’ program of apartments or other types of 
structures which can be-converted to.transient housing. 

We appreciate what you haye done for, us in the past in the way of 
protection toa great industry. 

Senator CLarK. To summarize, you want us to take another look at 
section 513 in the light of the pending: legislation and be sure that 
the protection against putting FHA and VA, and other Government- 
sponsored housing, to transient use is carefully guarded ¢ 

Mr., Packarp. That is. right, except that. we have not complained 
about veterans’ housing at any time. 

Is carefully guarded, because 

Senator Chark. You -have-no specific legislative proposal f 

Mr. Pacxarp. .No; only that this committee and C ongress continue 
to recognize the prince iples involved in section 513: W e just do not 
want to see a change in policy. 

Senator Cirark. Mr. eckiak we appreciate your coming here. I 
assure you the committee will give careful consideration to your 
recommendation. 

Mr. Packarp..:'Thank you, sir. 

(Mr. Packard’s prepared statement follows :) 
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STATEMENT OF ARTHUR: J. PACKARD, Cuanimin; GOVERN MENTAL AFPATRS 
CoMMITTEE,: AMERICAN Hore. ASSOCIATION 


Mr. Chairman and gentlemen of the committee, I am Arthur J " Packard! I 
own and operate a chain of seven relatively,small hotels in. thes State of Ohio. 
I have the honor of representing the hotel industry, inasmuch as I am serving 
as chairman of.the governmental affairs comniittee for the American Hotel 
Association, r 

Our hotel interests have been deeply grateful to your committee, in past years, 
for being aware of some of our problems. In 1954 you. aménded the housiiiz act 
by inserting section 513 which prohibits transient rental by FHA structures, 
built under sections 608-and 207, ‘so long as the commissioner's mortgage still 
rides. Incidentally, and while there is some question about it, it-is our under-” 
standing, too, that section 513:also is applicable tO housing for the elderly if 
financed with FHA mortgages. 

Unfortunately, we have been denied the relief which you sought to provide 
us, inasmuch as litigation has-continued to run. As a matter of fact, a test 
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case will come before the United States Supreme Court, probably in its fall 
term this year. Only after that ruling has been handed down can we hope to 
enjoy the full protection against unfair competition from Government-financed 
projects which Congress attempted to provide 4 years ago. 

There are roughly 1 million rooms in the better class hotels throughout the 
United States. And. there are more than 500,000 units in FHA projects, where 
the Government insured'the mortgage. So we have insisted that any diversion 
of this housing, over to'the transient field, might well impoverish the Nation’s 
hotels. Just last’ week,’ Horwath and Horwath, one of the largest accounting 
firms in the country, representing the hotel industry, revealed that for the first 
quarter of 1958, hotel occupancy nationally had dropped to 68 percent.’ .This 
steady downward trend has run continually sincé 1946.. This last quarter 
marked the lowest occupancy in 18 years. So we are a sick industry, and any 


appreciable diversion of transient, business could prove painful indeed. Of 


course, we will find a way to live with the current adjustment. But we have 
maintained that,we don’t think the Federal Government,’in the guise of per- 
manent housing, should permit any type of structures to invade the transient 
field, so long as the commissioner’s mortgage is applicable. 

Because of the need for job opportunities, and because of the zeal of home 
builders, contractors, ete., it seems to us that there is a danger of reaching, and 
even passing, the saturation point of housing facilities, in some communities. I 
have in front of me a report by the Bureau of the Census, showing that for the 
first quarter of 1958 only 89.9 percent of the dwelling units in the United States 
were occupied. And this'was not entirely attributable to the fact that some of 
these properties were -in bad. condition, for the table reveals that only 1.2 per- 
cent, of the structures were in a dilapidated condition. It is that type ‘of situa- 
tion, when the’saturation point in living units is surpassed, that conversion to 
transient occupancy is most likely to be undertaken. 

During this 18-year drop in hotel occupancy, only an sniccaiaibiaipditeh tat number 
of new hotel properties have been constructed. One reason may be that the 
hotel industry has not been eligible for Federal mortgage insurance with its low 
interest rates. This isa made to order situation for apartment buildings, whose 
mortgages were insured by the FHA. '; Many such properties could conceivably 
apply for conversion to transient housing a few years hence: They would have 
distinct advantage over hotel buildings when it came to.converting to this type 
of operation. We continue in dead earnest in hoping that so long as the Govern- 
ment has a stake in any kind of multiple unit housing properties, the prohibi- 
tion against transient rentals will run. 

We understand that most of these FHA projects draw interest ranging from 
4 percent to 5 percent. Currently the rates are 4% percent and 5 percent. 
Based. on a 4 percent rate for.a structure which cost $4 million, this would 
account for an annual interest payment of $160,000 for the first year. A similar 
sized structure, built for hotel purposes, and privately financed, would have to 
pay commercial interest rates totaling 6 percent or more. This would mean. fi- 
nancing charges of $240,000 a year. This is a difference of $80,000 a year. At 
other rates these figures change proportionally. Also, a hotel loan, or bond 
issue, would probably have, a maturity of 15-20 years, as compared with the 
39% years during which an FHA mortgage could run on an apartment building. 
So the differential between the overhead of a structure of this latter type at 
4 pertent and a commercial hotel would run approximately $21,000 a month. 
This is indeed diffitult competition for our industry. 

You: wouldn’t believe it, but even some single family dwellings, or groups. of 
dwellings constructed for 1, 2, or 4 families, have been converted to transient 
housing. There is one instance where such a project in eastern Florida’ has 
converted ‘hundreds of units ‘into. transient occupancy, and the establishment 
now bids openly for conventions. It even’ operates its own golf course and 
outdoor swimming pool. We.respectfully contend that this is far removed from 
the objeetive of permanent housing, which we feel the Congress has meant to 
provide through this FHA program. Likewise, some of the defense-type housing, 
built originally to accommodate military personnel, has been converted into 
motels and motor courts. This has happened periodically in those areas- where 
a military base has been deactivated. 

The accounting departments of FHA have told us, time and time again, that 
they know of no instance, in any category of housing, where transient rentals 
have yielded net profits. This is because of the fact that they must furnish 
such units, and provide hotel services, if they intend to make them available 
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for overnight guests. The moment this added investment is made, their costs 
rise to a point where it is not profitable. The ‘only thing is that this appéars 
to be one way by which some mortgagors can milk the property, prior to fore- 
closure by the FHA. This being true, we cannot understand why there is con- ~ 
tinued sympathy for these borrowers for employing this practice of making units 
available for periods less than 30 days. 

Housing for the elderly offers a greater threat from’a standpoint of com- 
petition with hotels than do:properties built under section 608 or 207. The 
reason. is, that any new establishments, built to house elderly people, would 


‘probably have a larger percentage of efficiency apartments than would the 


average 207 structure. Further, a preponderance’ of the units will likely be 
furnished, and to care for those who may have physital defects, will undoubtedly 
have a.staff of people available 24 hours a day to provide room service, maid 
service, bell boy service, etc., where.desired: 

. Just: recently, the American Hotel Association, undertook a spot check of 
FHA insuring offices, in a number of States, to learn the position of. staff people 
in those offices on utilization of +hhotel. structures for this. program: Some of 
the officials openly indicated that they did not believe that existing hotels 
generally would lend themselves to this type of project. Seemingly, there is:a 
preference for new structures.: And while there is no doubt but that brand new 
buildings could be designed, from the bottom up, to meet the needs of elderly 


. guests, we feel that there is another angle involved. Actually, present day .con- 


struction costs being what they are, the amortization of new buildings would 
entail monthly rentals substantially beyond the ability to pay on the part of 
many older persons. We do believe that FHA officials should insist upon 
architectural standards which meet rigid tests for the safety’ and comfort of 
older people. But we question-the propriety of counting out, at the outset, 
existing apartments and hotels which might be readily converted. ‘And in con- 
nection with this spot check, we do find some of the’ regional FHA, offices giving 
replies to our ‘people.'which fall far short of any clearcut policy connotation. 
For instance, one FHA office said, “Use of hotels would be possible, but not 
specifically probable, this depending primarily on the-requirements for the user 
group.” As an industry, we find it difficult to interpret this kind of lingo. inito 
anything comprehensible. 

We believe that Commissioner Mason and his aides who are responsible for 
this program are trying to set it up on a practical level. With only 2: years 
of background, experience in a brand new: field of action, it undoubtedly. is 
essential to proceed carefully. But we have heen led to believe that one standard 
is being employed, in some instances, which might prove a definite barrier to 
the success of the program. _I refer to this kind of situation. .A rule of thumb 
has been established which provides that a mortgage should not be insured by 
the FHA for a sum representing more than 4 times the conversion costs. . It 
seems to us that there might well be many hotels and apartment buildings, 
recently constructed, where only modest rehabilitation would be required. Such 
a test as this might automatically bar that structure from complying with ‘this 
requirement, since financing its acquisition and conversion for the purpose would 
be so restricted. This provision does not appear‘among the regulations promul- 
gated by the FHA, nor is it set forth in any of their instruction sheets. But 
nevertheless, some of the.field offices-report that this is one of the guides to the 
selection of properties for this purpose. 

The other area in which we are directly interested is that of urban redevelop- 
ment., In this type of project, the Federal Government assists in the purchase 
of the land, after which redevelopment takes place under lotal public control. 
We have beer told by agency officials that section 513 is applicable to this type 
of project if FHA insurance is used. We know of urban redevelopment; and 
urban renewal projects, where a hotel was included among the facilities which 
were contemplated.. Such .an enterprise would’ gain an advantage from the 
Federal aid used in making sites available. Even so, we would not object so 
strenuously -to these cities underwriting new hotel properties, provided they 
were willing to take some safeguards against building projects which would 
prove uneconomical. If a city were willing to undertake a special survey, by 
a competent organization, and such survey revealed the need for additional 
transient hotel facilities, we would withdraw any objection we have to such 
projects. There are’ organizations which have developed ‘remarkable records 
for accuracy in measuring a community’s need for additional hotel rooms, and 


their fees are modest. We have felt all along that, since FHA’s major objective 
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is the provision of permanent housing accommodations, this little safeguard to 
the taxpayers of a community might rightfully be employed before the city 
embarked upon the construction of unneeded hotel facilities. 

As an example of the inequity that could arise, there was one city, last year, 
where the local. officials proposed to include a hotel in their redevelopment 
program. ‘This was in spite of the fact that the two privately owned hotels in 
the community were already operating in the red, for want of transient business. 
And both structures were above the average in appointments, for that sized 
community. So there appeared to be no reasonable basis for the proposal that 
additional hotel facilities be constructed. 

We respectfully suggest that. your committee give some. thought to requiring 
such a survey wherever and whenever individual cities undertake a project 
involving Federal aid which might include a new transient hotel. 

Thank you sincerely for the opportunity to give you our industry’s views on 
this important matter. 


Senator CiarK. That concludes the hearings for this morning. At 
2 o’clock this afternoon, the committee will reconvene to hear 3 more 
--witnesses’who are on todiay’s schedule. 

The committee will be in recess until 2. : 

(Whereupon, at. 11: 43.a.°m., the subcommittee was recessed, to be 
reconvened at 2 p: m., this date. ) 


AFTERNOON SESSION 


Senator Dovetas. The committee will come to order. 

The first ‘witness this afternoon is Mr. Robert Gerholz of Flint, 
Mich., representing the United ‘States Chamber of Commerce. 

Mr. Gerholz, will you come forward with such assistants as you.may 
wish to have with you, and would you please identify your assistants 
for the record ? | 


STATEMENT. OF ROBERT GERHOLZ, ON BEHALF OF THE CHAMBER 
OF COMMERCE OF THE UNITED STATES; ACCOMPANIED BY 
JAMES F. STEINER, MANAGER, AND JOSEPH J. HONICK, ASSIST- 
ANT MANAGER, CONSTRUCTION. AND CIVIC DEVELOPMENT DE- 
PARTMENT, CHAMBER OF COMMERCE OF THE UNITED STATES 


Mr. Gernorz. Yes, Mr. Chairman. . 

Senator Douglas and Senator Capehart, I am_ Robert T. Gerholz, 
president of the Gerholz Community Homes of Flint, Mich. 

I would ..like to introduce rtiy associates,;Mr. Jim F. Steiner and 
Mr. Joe Honick of the Construction and Civic Development Depart- 
ment of the National Chamber of Commerce. 

Senator Doveias, Iam very glad to have them apepar. 

Mr. Gerioiz. I am Robert Gerholz, president of Gerholz Commu- 
nity Homes of Flint, Mich. 

am a member of the Construction and Civil Development Com- 
mittee of the Chamber of Commerce of the United States, and -I 
appear today in behalf of the’ National Chamber, whose member- 
ship includes more than 3,300 local and State chambers of commerce 
and trade and professional associations. 

It has been my privilege in past years; Mr. Chairman, to appear 
before the housing subcommittee of the Senate Banking and Currency 
Committée to discuss the views of the national association of home 
builders and the national association of real estate boards when, at 
separate times, I had the honor of serving as president of each of 
those businessmen’s organizations. 
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I’should first like to present a .summar y of the recommendations 
we are making on the legislation which the committee is considering— 
S. 3213, | S. 3281, S. 3351, s. 3399, S. 3548, S. 3713. 

We recommend that the committee approve 

1. No more than $200 million in grants for the urban renewal pro- 
gram, with— 

2. Gradual reduction in the. proportion of Federal | participation 
iti urban renewal grants. 

3. No more than $200. million for college housing loans. 

Senator Doveéras. Do you Speak for ‘the Chicago association of’ 
commerce in these recommendations ? 

Mr. Geruorz. We speak for the entire chamber of the’ ‘United 
States. Yes,sir. Including the Chicago chamber. 

Senator Doveras. Do I under stand. you to say the Chicago associa- 
* tion of commerce is opposed to having. more than $200 million in grants 
for urban renewal and believes there » should be a gradual reduction ‘in 
the proportion of Federal participation in urban renewal grants from 
‘the present two-thirds ¢ 

Mr. GerHo.z, Mr.° Chairman, you know how votes are taken in ,a 
national orgahization. The policy statement is pased on, and this is 
policy as far as the national chamber is concerned, by delegates at the 
annual convention. -I presume that the majority always rules. Is 
that correct? ,I am not in a position to speak for the Chicago associa- 
tion alone, and I wonder if Jim «Steiner happens to know what the © 
position of the Chicago: chamber would be, because that is the home 
of thechairman, Isthat right? 

Senator Doueias. Yes. ° 

Mr. Sterner. We donot know what, the Chicago association’s posi- 
tion is with regard to these matters.. They have voted as delegates 
in our annual meeting and‘are 1 of 2,700 local chambers of commerce 
that participate in the formation of our policy. 

Senator Dovetas. L asked this‘question beer ause we held a hearing, at 
Chicago, and the Chicago association later gave a luncheon for the 
members of the‘ committee who were there, and they urged very- 
strongly that-the urban renewa) program be renewed and enlarged, 
and ma the Federal share be not decreased. 

Mr. Greritonz. Of course, in onr statement we are in favor of urban 
renewal, you understand, except that we are limiting it. 

Senator Doveéias. They urged the appropriation of more funds 
and for a longer period of time, and that the Federal share not be 
reduced. I think I am right, am I not ? 

Mr. GerHorz. Mr. Chairman, 1]: am certainty not in a position to 
refute that because I do not know what the position of the Chicago 
‘chamber was. 

Senator Doveras. We will have the record onthat and insert it at 
this point. 

I would like to-state for the record that the Chicago Association of 
Commerce expressed its views to us atia private luncheon on Novem- 
ber 4, 1957. We have no formal statement from them in the record 
of hearings, but T have been assured by members of the staff who were 
present that their views are those which I reported a few minutes ago. 

Mr. Gernoiz. We accept it as that, Mr. Chairman. 

We urge the committee to reject— 
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1. The extension of the expiration date of the subsidized Govern- 
ment housing program (public housin )- 

2. Any program. for subsidized middle-income housing. 

8. Appropriations for urban planning grants. 

4, Appropriations for public works planning advances. 

The predominant trend of legislative proposals dealing with the 
physical development of communities is to: greatly increase the re- 
sponsibility of the Federal Government for urban development. 

We have Federal subsidized public housing for low-income families. 
And almost every session of Congress, as you know, examines a serious 
proposal to expand this type of Government housing by some 200,000 
units per year until a substantial part of all housing production is 
Government housing. 

Some members of Congress are now advocating Federal aid for 
middle-income housing for another vast segment of the Nation’s 
families. 

The community facilities legislation, which is still before Congress, 
would make Federal loans available to over 17,000 communities for 
17 broad areas, of local development : 

. Public streets. 

. Sidewalks. 

. Highways. 

Parkways. 

Bridges. 

. Parking lots. 

. Airports and other transportation facilities. 

. Public parks and other public recreational] facilities. 
. Public hospitals. 

10. Rehabilitation and health centers. 

11. Public refuse and garbage disposal facilities. 

12. Water, sewage, and sanitary facilities and other public utility 
facilities. A ; 

13. Public police and fire protection facilities. 

14. Public schools. 

15. Libraries. | 

16. Offices and other public buildings. 

17. Public land, water, and timber conservation facilities. 

' Special Federal aids for so-called depressed areas is proposed to 
sustain commercial and industrial activity in areas in which 'there is 
substantial or chronic unemployment. 

And it is now proposed that urban renewal spénding be greatly 
expandediri volume and extended in time. 

any local and State governments are being strained by the tre- 
mendous pressures for: additional community facilities and public 
works which have been ereated by the rapid growth and change of most 
urban areas. ees) dene 

Certainly, much modernization of State laws and local government 
machinery is needed to meet the demands which the changing pat- 
terns of urban living are forcing upon our towns and cities. 

The .labor of making these needed changes will take some time. 
Some significant pioneering is being done by several cities. 

Unfortunately, some legislative proposals move toward transfer- 
ring the responsibilities for local problems to the Federal Govern- 
ment. 
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Before these moves are extended further, we should assess the ca- 
pacity of the two levels of government. sth 

There are never more than 531 Members of Congress to’ guide all 
Federal programs—to steer the spending of about $75 billion, which 
is a spending responsibility of more than $131 million per Congress- 
man and Senator. wo } ig tropa 

In matters of: local and State governments, this Nation, has mo 
than 227,000 elected. officials available to study problems of these 
lower levels of government—227,000 governors, State legislators, . 
county and parish and township comniissioners, mayors and city 
councilmen. 4 

Combined local and State government spending is about $30 billion 
a year, which averages only $120,000 per elected official. ) 

So, by contrast, the average spending responsibility of Members 
of Congress is more than 1,000 times greater than the average of local 
and State government leaders. |. 

There can be no doubt. that local and State leaders can and should 
accepa a greater responsibility for the guidance of needed local de- 
velopment activities. : 

Although Federal agencies may be able‘to identify certain patterns 
of community problems and recommend certain general approaches 
for solutions, there is much doubt that the administration of any 
Federal-aid program for urban development could permit the amount 
of analysis and the exercise of judgment in as much detail as could 
be given by local governments. : 

A aniiaiy expanded program of urban ‘renewal holds out the hope 
to more than 17,000 communities that they may receive Federal 
grants and the services of Federal. officials and technicians. , 

Such monetary grants and services to 17,189 communities would of 
necessity require a ‘greatly enlarged Federal agency to distribute 
the funds and make the decisions which now largely fall on over 
227,000 elected State and local leaders. . 

Thus, it seems apparent that'the machinery of local government 
has the capacity to provide closer attention to community ‘problems 
and to get faster.action at a lower cost than could a federally aided 
and controlled program. > ue 

Existing or proposed Federal Government aids for low-rent hous- 
ing, middle-income .housing, community facilities, depressed areas, 
and urbari: renewal may. seem to some to be desirable stimulants to 
local development. We believe that the general effect is to weaken 
local effort, since these aids éncourage citizens to believe that no 
community leadership is needed ; that the Federal Government is able 
to. supply all the streets, water and sewer facilities, schools, hospitals, 
and other community facilities and public works which citizens want.. 

The responsibility of local government is reduced as local govern- 
ments tend to become more application points for Federal ‘aids. 

Communities then become dependent: on the Federal Government 
for such grants and aids as the Congress and.a bureati serving over 
17,000 towns and cities may choose to give them. 

Thus, the Central Government grows in responsibility and power. 

The national chamber has maintained a continuing study of urban 
problems for many years. I want to give you.an appraisal of these 

roblems, as we see them, and relate this appraisal. to the legislation 
fore your committee. 
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The so-called metropolitan problem, or urban problem, is certainly 


much more than one problem. It is, in fact, a combination of com-- 


= problems involving economic, social, political, and physical 
actors. ' 


Urban development is not just housing. Urban physical develop-_ 


ment in addition to hopsing, includes industrial, commercial, trans- 
portation, community facilities development and renewal activities. 

It is important that these complex factors and relationships be 
understood, because all proposals for législation which claim to solve 
urban problems must give recognition to the interrelationships of the 
several factors involved. 

We believe that the stimulation of local leadership for increased 
and balanced urban development is the best single approach to the 
improvement of communities. x 

We point out that our urban problems are not created so much by 
the unwillingness of community leaders to deal with these serious 


’ matters, but rather by the rapid growth of the problems. 


Thus, it is not the abdication of local leadership that is the problem, 

but the increasing burden of problems—problems. which essentially 

uire additional local leadership. 

nereasing congestion is: among the. most serious consequences of 
population growth and continuing urbanization. 

he growth of cities is not undesirable. In fact, urban growth is 
largely a result of increasing, industrial and commercial job oppor- 
tunitiés which attract people to cities. 

Congestion has also grown from the progress of medical science 
which ‘has had the effect of increasing the number of live births and 
extending the lifetime of people. . .. 

Technological change is part of the cause of congestion, and yet it 


- is desirable. ° 


In less than.the average lifetinie we have moved from animal 
transportation nd live 4-legged horsepower through the advent of 
electric power, oil-fuel powered motor vehicles, airplanes, atomic 
power and into the space age. 

Almost ‘all the cities now affected by this vast technological revolu- 
tion were laid out, and given such physical plans as they have, during 
the preceding era, which was geared to deut-thoving animal trans- 
portation. Thus, we are jamming new urban needs on obsolete urban 
patterns. F wv . 

But, we cannot claim that the technological change and progress, 


which ‘has given our population better job opportunities, produced 


more goods and raised our standard of living, has been anything but 
an improvement of the welfare of the people of America. 

It is now time, we believe, for more. cities to adopt a modern land- 
use policy in.order to channel urban growth and change toward the 
realization of the potential of the human and natural resources avail- 
able inour communities, +. |, o 

Thé modernization of land-use policy. can best come about through 
the maturing of community leadership.- We must depend on com- 
munities voluntarily to agree to.the hecessary public assignment of 
land-use. for both private and public purposes. 

The maturing of: community leadership tends to be a slow process. 
We cannot expect it to be otherwise under our system of government, 
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which sets the objectives of human individualism so high among its 


urposes. , ; 
, It would take a dietatorship to order land-use, policies to be de- 
veloped at a faster pace than they are evolving under our slower, but 
much more desirable, processes of education and public demand. 

Blight is'one of. the results of the previous factors I have men- 
tioned—congestion, technological change, the status of land-use pol- 
icy, and some others I will discuss. 5 Coa.) 

Blight can best be treated by upgrading the ree of 
community leaders as to. the causes of blight and, the rewards which 
come from its elimination. 

We do not believe that blight can be treated by itself. ake 

Not all blight is a matter of housing. Industrial and commercial 
blight, and blight of transportation and community facilities are also 
parts of the urban problem. 

Again a more mature citizenry, who voluntarily generate a, anes 
will to eliminate blight, is our most positive force for achieving thi 
objective. , ? 2 . 
It’is this thinking about, blight which prompts us to’ urge that the 
burdens of overall urban development be chiefly the responsibility of 


local governments and not‘an increasing activity of, the Federal 


Government. Local responsibility, we believe,-would create a condi- 
tion which stimulates the leadership which is needed to eliminate 
blight. . ate . 

e are for the construction at local and State: levels of fully ade- 
quate public facilities. And certainly there is a backlog of unfilled 
demand for water and sewer facilities, streets, parks, hospitals, li- 
braries; and other public facilities. 

We are fully aware. of the problenis involved .in supplying 
these. community facilities under the, present conditions ,of- Sal 
government. 

We recognize that the effect of, population growth and technological 
change have made cities grow together so that, now, single economie¢ 
and social areas have fragmented political'structures. This condition - 
of local government. now makes necessary an increased effort for unity 
of local government. .And unity of local government effort is needed 
to achieve the coinpreliensive planning which can maximize both public. 
and private investment in urban development. s . 

This condition of government is recognized by local and State politi- 
cal leaders. and much action is how taking place to bring about the. 
necessary unification of local government activities. This is as it 
should be, and we believe that the organizations and facilities for com- 
municating the know-how for the improvement of local government 
is adequate to meet this part of the problem of urban growth., 

We especially believe that*this process is more desirable than,sany 
arrangement which has ‘so far been’ conceived for introduéing, the 
Federal Government into matters of local government. ay 

It is not surprising that the fragmentation of loéal government, has 
made the financing of municipal facilities difficult. . oblate BeBe 

It is- natural that local government leaders may be attracted’ to apply 
for.any Federal’ aids which are made available for the financing of 
the facilities which are so much in démand.. However, although’ 
municipal financing is at present a substantial problem for most towns 
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and cities, there is still much unused capacity for properly and equita- 
bly apportioning the, costs of local government to the people who 
benefit from it. | : 


This problem, too, can-yield to ‘improved community leadership and | 


the resulting modernization of local government. 
The lack of adequate housing codes and followthrough enforcement 
is admittedly a major cause of blight, . 


It is education and persuasion and the maturing of citizen respon- ’ 
‘sibility which makes the devices of housing codes effective in eliminat- 


ing blight. ‘Thus, housing codes and their improvement and enforce- 
ment must necessarily be a responsibility which communities accept for 
themselves. i 
seein, it would be most difficult to visualize a way in which this 
problem could be solved by the Federal Government. 

The appearance of cities—especially the condition of houses, alleys, 


streets, vacant lots—is largely dependent. upon the housekeeping stand- 
ards which the community sets for itself. Of much importance is the 


matter of education and community leadership which can eliminate 
the unsanitary and unsightly conditions in urban areas. 

We believe we can. depend onthe stimulation which results from 
our rising level of education and our growing sense of citizen responsi- 
bility to improve this area or urban development. 

State constitutions and State laws which set the broad framework 
for local government were designed for conditions of population and 
transportation which in many cases has changed much since this legal 
framework was adopted. 

State and local leaders are well aware of the need for a reappraisal 
of assessment systems, tax rate limitations, tax sources, annexation 
arrangements, and other key factors which affect the operation of the 
machinery of local government. 

We can expect that the needed legal changes can be well thought 
through and achieved in time'to make the participation of the Federal 
Government in these affairs unnecessary. 

The critical area in which the Federal Government can be most help- 
ful in improving the conditions which affect the growth and change 
of communities is the area of Federal taxation and spending. 

The greater the proportion of Federal spending and consequent 
taxing, the less resources available for State and local taxation and 
spending. 

A very real contribution can be made by the Federal Government 
through tax. reforms and careful examination of all Federal 
spending. 

Governmental leaders at the Federal level have a great responsi- 
bility to make the Federal role in urban development appropriately 
fit a pattern which makes local government more effective. 

Now I should like to speak on the specific recommendations of the 
national chamber on the legislation being considered by this com- 
mittee. 

The national chamber supports the administration’s request for a 
reduction of urban renewal grants to $200 million. The existing 
program of urban renewal is an improvement in concept over the 
previous Federal programs related to housing and community de- 
velopment. 
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But, let me make clear that we couple our support of the grants 
with the very sound proposal to reduce the'ratio of Federal partici- 
ation, — 
Although the $200 million aera of the program may be help- 
ful at this time, we do not’ believe that a $400 million expansion 
would accomplish twice. as much; or that an expansion of $800 mil- 


- lion would be 4 times as good. 


Senator Doveuas. F or how many years do you favor the grant of ° 
$200 million ? 

Mr. Geruorz. Six years; $200 million this year, with a $50 million 
carryover, and $250 million-for the other 5 years. 

Senator Dovanas. That makesa total of how much ? 

Mr. Gernouz. That is a total of $1,300 million. Does that ariswer 


. your question, Mr. Chairman? , 


Senator Davazas, Yes, sir. 

Mr. Grruouz. We urge that tlie long- -range Federal vied renewal 
program be aimed at reducing the Federal role and increasing the 
role of local governments. 

Testimony before this: subcommittee in hearings in December 1957 
advocated swelling the urban renewal program to-a $6.3 billion cap-. 
ital grant, giant. within 10 years, from its current $1.35 billion level. 

In addition, proporients of such a move would relinquish still fur- 
ther the local control by seeking to have the Federal Government 
pay four-fifths to only one-fifth from the community., This is in 
contrast to ‘the current two-thirds to one-third ratio., It appears 
that a minimum yearly authorization of amounts approaching | $500 
million for 10 years has become the popular idea... Basically,-it seems 
to have been derived from a survey made by a prominent municipal 
association. 

Thus survey, as we understand it, was sent to the: mayors of ap- 
proximately 300 communities, asking them to estiniate urban renewal 
plans over a period of 10 years. But few if any of these commu- 
nities are in any position to forecast any such development, for a 
period even approaching 10 years. Even the capital - ‘Improvement 
program of your own city, Mr. Chairman, Chicago, only extends to 
1960—a 5-year program. 

Cleveland, Ohio, has a 6-year program. 

Milwaukee has:a 6-year program. 

Detroit has a 4-year program. 

Even New York City does not have a.program beyond 6 years. 

Urban Renewal. Administration figures show that most of the aréas 
making the pleas for more and more funds are those areas which are 
hardly on the way to using the money already on reserve for them in 
the urban renewal capital. grant fund. As.of December 31,1957, for 
example, the State of Pennsylvania had on reserve in the capital grant 
fund a total of $107,493,640 of which approximately $6,885,007 had 
been disbursed. Incidentally, Pennsylvania had the second highest 
capital grant reservation in the country. 

“ven as recently as March 31 of this year, Urban. Renewal Admin- 
istration figures indicate that out of nearly $1.1 billion which has been 
reserved for the 325 participating communities, only about $113 mil- 
lion had actually been disbursed. 

Undoubtedly, increases suchas those to authorize $500 million a year 
for the next 10 years would have undesirable effects on future Federal 
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budgets. Capital grant contracts represent delayed obligations on the 
part of the i ederal Government, with Uncle Sam shouldering two- 
thirds of the net project.cost. 3 

The, national chamber also supports the modification of the college 
housing loan program. ~*~ 

We support the request for $200 million additional authorization 
for loans for college housing. 

Weespecially urge approval of the provisions which— 

1. Make this program attractive only to institutions having no pri- 
vate or State sources for capital finds to house expanding enrollments. 

2. Limit the availability of these funds to revenue-producing hous- 
ing facilities. tothe 

3. Place all future loans at interest’ rates making the loan program 
self-liquidating; hence permitting immediate resale of most of these 
Federal loans to private agencies. eee eRe 

We believe that the program, if modified as recommended, would 
tend to concentrate the loan program on institutions most often having 
no other satisfactory source of capital funds—the smaller private 
colleges so essential to a free enterprisé society. 

We urge the committee to oppese any further authorization for con- 
struction of. public‘ housiig to be subsidized by Federal funds and 
oppose the proposal:in S. 3399 to exténd the expiration date of the 
current authorization, which is June'30, 1959. 

This type of Government housing has been offered to the public for 
24 years under a variety of sales appeals: To cure a depression, to 
establish sotial justice, to eliminate slums, to decrease juvenile de- 
linquency, and to abate recessions. 

As we observe the ‘public housing product we see little evidence that 
the public housing environment has solved the many problems which 
its advocates have, at various times, promised. We see more undesir- 
able byproducts than desirable ones. 

- It holds out a false hope that. one group of people of this Nation can 
pay a substantial part of the rent for a large segment of the popula- 
tion which is characterized as low-income families. This Nation is 
not yet able to afford a:$13,500—a $17,000 in. your higher cost areas— 
housing unit for each of the 5-million-plus families who might qualify 
according to the income requirements. 

And even if we could afford this public gift from one part of the 
public to another part, it would continue to create a harmful effect on 
the incentives which motivate people to upgrade their skills and 
productivity and increase their incomes. Whatever the need for hous- 
ing for needy families, we urge that this responsibility be reserved for 
the State and local governments. 

The national chamber opposes appropriations for urban planning 
pore. Planning is an essential preliminary phase of any action of 
ocal government in urban development and should be a responsibility 
of the local government. 

We also believe that Federal grants for a function so basic en- 
courages demands for Federal aid for less essential facilities and 
services. ni 

We oppose appropriations for public works: planning advances. 
Here again we believe that communities, with the cooperation of State 
governments, can provide adequate arrangements for public works 
planning. | To give Federal aid for this basic function of local govern- 
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ment is to encourage communities to look' to the Federal Government 
for‘aid in all types of planning. i 

The national chamber, as I have pointed out, has long been concerned 
with ‘urban problems. So serious is our concern that we have’ just 
formed two important leadership groups: 

1. The Special Committee on Metropolitan Growth, composed: of 
executives from America’s leading business ‘concerns. bt 

2. The Advisory Council. on’ Urban ‘Development, composed ‘of 
chamber of commerce and trade and _ professional . association 
executives. tema 1 oaslt ok 

Both groups have participated in forming our program of con- 
ferences and publications, designed to build greater local responsi- 
bility, make community. analyses, encourage comprehensive planning, . 
pence balanced programs for overall urban development, strengthen 

ocal government, and encourage community organizations .to pull 
together toward solving urban problems. a 

Thank you very much, gentlemen of the committee. , You are a 
very splendid audience. ; 

Senator Doue.as, Senator Capehart. ‘. 

Senator Carremart. Are you familiar with: the testimony of the 
United States conference of mayors, I believe it was yesterday or the 
day before, where they advocate that the Federal Government spend 
four-fifths of the money and the States or municipalities one-fifth ? 

Mr. Gernouz. Yes, I am, Senator Capehart.. I attended the hear- 
ings here’ yesterday and I heard Mayor Dilworth of Philadelphia 
testify. 

Senator Carenartr. Do you have any comment on that as to whether 
the cities are capable or incapable of at Jeast contributing half? 

Mr. Gernorz. I think our feelings on this, Senator, are quite clear. 
The increase from the current. two-thirds Federal share to four-fifths 
in my opinion is only a major’step to total Federal financing. I would 
like to ask the United States conference of mayors if they realize 
that such a tremendous-outlay will have to come out of their voters’ 
pockets in the form of substantially increased taxes to meet the cost. 
Certainly such a proposal in.my opinion is a delusion to make the local 
taxpayers believe that the-Federal Government ‘has a yawning abyss 
of a purse which magically produces funds to subsidize eyerything that 
has been proposed before this apenient subcommittee. 

For example, Mayor Dilworth in his testimony referred.'to the 
$1,300 million that we favor for the next.6 ‘years and he said it was 
better than nothing.. Asa small-business man from, Michigan I want 
to say we still ‘think $1,300 million, even spread ‘over. 3 «years, Mr. 
Senator, is a lot of money. We think it can- act as.an important 
catalyst in getting this job launched so that the local communities will 
be on their own from there on out. ‘ 

Senator Carenart. Do you have any examples or knowledge of any 
plan that. might be put into effect by a city or community to do this 
job if the Federal Government will get completely out of it? 

Mr. Gernowz., Yes, Senatof Capehart. Ihave an example in my 
own hometown of Flint, Mich., with a population of about 200,000 
and a metropolitan area of 350,000. Currently, as of this minute, we 
are interested in a redevelopment project that will clear a blighted 
area involving 35 acres. The land has been acquired, and Clearing of 
the site started. to make way for a much needed postal center, spe- 
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cialized office building for nonmanufacturing types of business, gen- 
eral :office facilities, apartment and hotel projects. Progress made 
toward the realization of this project has been the result of splendid 
cooperation from the city snd from the Greater Flint. Downtown 
Corp., the committee of sponsors of the college cultural development, 
and a great many public-spirited business concerns and private cit- 
izens. ' ? 

The. overall redevelopment proposal follows recommendations of 
_ the Urban Land Institute and, by the way, private business paid to 
have them come in and make astudy of our problem. It is designed 
for three stages to be worked out-over a number of years. The first 
' stage will involve the central core area at an estimated cost of $25 mil- 
lion. The second and third stages will tie the central core into the 
downtown retail district on the one side and our rapidly developing 
college and cultural development and a recently completed $7 million 
ee center. 

Now both esthetically and economically it will help to revitalize the 
downtown district and serve’as a stimulant to the economic life of the 
. city. I do not. know. how many of you gentlemen of the committee 
realize that’ we, compared to other cities in the country, are lacking 
in some of the geographical and natural resources that these other 
cities have. Flint, in my opinion, has turned to an even more impor- 
tant resource, and that is its people. Its people played a significant 
role in the development and growth of the largest automobile manu- 
facturing plant. They have built a system of community schools 
which attract visitors from all over the world. 

They have built, in an unbelievably short time, a university which 
likewise is acclaimed throughout the land. They are even now com- 
pleting a cultural development center which will be the envy of many 
communities much'larger than Flint. 

This is a record of bold planning; of rare imagination; in my opin- 
ion an outstanding achievement. 

Yes, Senator Gasthant, in my opinion it affords an excellent exam- 
ple, and it is an ideal pattern of united community action. 

Senator Carenart.. Do you feel that each city in the United States 
and each community can handle its own urban redevelopment? Is 
that your position ? 

Mr. Grrunouz. I am thoroughly convinced, and that is the chamber’s 
poses. It seems to me we have permtted and aided and abetted our 

awmakers here to fashion rules and regulations and we have accepted 
them because in most instances there is some big bold a that prom- 
ises us something in return; something we perpetually hope for, for 
nothing. 

We in the chamber want to place responsibility for local problems 
where they properly belong, at the local governmental and citizens’ 
level. We feel that we fail to accept our duty. 

Just to cite one example, for example take urban development. 
There we turn to Washington and we ask the Federal Government to 
finance the planning and the rebuilding of our American cities. Now 
in my opinion the surest way to avoid overcentralization of powers in 
the Federal Government is to strengthen local and State govern- 
ments; and the way to strengthen them is to return the problems 
which are essentially local back to the State and local level. 

Senator Carenart. Do you think they will accept them? 





a: SVS VY wy ~_ 


mt 


Lag A RNR TSE NT OS RTE FEET OTS ID cara 


HOUSING ACT OF 1958 ~ 465 


Mr. Gernoz. I am thoroughly convinced that the American people, 


- when they once realize that it is their responsibility, will: We have 


some excellent examples, in addition to Flint, of communities that 
have taken positive action in.this particular department, as you know. 
But. why make any sacrifices?) Why raise the money locally, if itis 
available from Uncle? oe 

Senator Carprnart. What do a think about the suggestion. in the 
public-housing section of this bill to permit the occupants of the units 
to purchase them if and when their incomes go up to where they are: 
quite normal ? 7 

Mr. Geruotz. Of course I would like to try to understand what you 
mean by quite normal. I presume you mean where the income level is... 
such that they can afford better housing on the outside of public hous- | 
ing, or no longer require a subsidy. I think the emergency housing. 
legislation which this committee has already given the industry is an’ 
extremely valuable and timely tool, and I think that the private con- 
struction industry has the tools today to provide the necessary hous- 


ing, We, of course, are vigorously opposed to that'approach, - | ‘ 
e 


nator CAPEHART. You mean you are vigorously opposed to per- 
mitting them to buy it? wide 
Mr. Geruotz. That is right. I think as private business if we felt. 
the logical way to liquidate the best of our ‘public housing units was 
to turn them back in to private ownership, Senator Capehart, then we 
would be in favor of it; but to continue to.add to the volume of public 
housing and then later on make them available to purchasers just gives 
an excuse to continue to build more and more and more. 
Then, of course they become partners in the homebuilding business 
if we follow that formula. 
Senator Carruarr. I see you are also opposed to extending the-time 
limit under which these 35,000 units per year could be built, are you 


‘not? Did I read that into your statement ? 


Mr. Geruouz., Yes. That is true. We very definitely oppose the ex- 
tension of the period. : 


Senator Carenarr. And you are against any and all public hous- 


ing? | 

Mr. Geruoiz. That is right.. We feel we have had 24 years’of it 
and have taken a good look at it and feel we have had this.vast inven- 
tory of some 50 million, nonfarm housing units, The construction 
program of.1 million houses a year affects only 2 percent ‘of the total 
housing. Certainly we can find a lot of decent: housing available in 
that inventory to take care of the people that need housing, and we 
can take care of them at the local and State level. where the problem 
exists. 

Senator Carenart. I agree with you that the local communities 
could take care of all these problems if they would, and I am hopeful 
they will. But my observation has been sometimes they are awfull 
slow getting started. However, I think they ought to do it. Iam still 
a great believer that families ought to take care of families and local 
communities ought to take care of local communities. | 

I have no other questions. 

Senator Dovenas. I have no questions except to say that as you 
know this subcommittee held hearings on urban renewal in selected 
cities during the months of November and December of last year and, 
in addition to the hearing in Chicago we had a hearing in Philadel- 
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phia at which Mr. Robert E. Sessions, president of the Chamber of 
Commerce of Greater Philadelphia testified. 

I read from page 930 of those hearings a statement by Mr. Sessions : 

We also suggest’ and recommend that appropriations for, urban renewal be 
increased by 100 percent. 

I have no further questions. If you want to make any repby to that 
1 we 

erHowz. Mr. Chairman, the only reply on that is certainly 
that 1 is taken from the record, the written record, and the only answer 
I would have is.that in a chamber naturally with as many members 
as we have you would certainly have an honest difference of opinion. 
We do not question but what there is an honest difference of opinion 
that exists in your own chamber ,in Chicago, and probably in Philadel- 
phia. But I think they are exceptions, myself, and I feel they are 
exceptions: 

Thank you very much, Mr, Chairman. I do not think we have any- 
thing to.add to that at this time. 

Senator Doveras.. Thank you very much. 

- Mr. Geruorz. Mr. Chairman, let me ‘express: my sincere personal 
thanks to you: . It is good to sée you again and Senator Capehart and 
‘ while through the years we have had honest differences of opinion, 
I would like to make this observation today : 

While we have'had honest’ differences of opinion there has never 
been; any disagreeableness and we hiive had always a mutuality of 
respect, and you have done-much to add to the stature, certainly, of this 
great Congress of ours.: 

Senator Doveras. Thank you ver'y much, Mr. Gerholz. We appre- 
ciate your appearance here and your statement. 

Now thie next witness is ar old personal friend of mine, Mr. Joseph 
Meegan, the éxecutive secretary of thé back of the yards council. Mr. 
_Meegan, you ‘hhave.as I see several associates with you, Mr. Seliga, Mr. 
Higgins, and Mrs. Murrell. Will they come forward and sit with 

you, please ? 

Will you proceed in your own way: Iam very glad to have you here. 
We know of your work and the work of your associates and approve 
of it highly.. Weare very glad to have you testify. 


STATEMENT OF JOSEPH MEEGAN, EXECUTIVE SECRETARY; AC- 
COMPANIED BY MRS. ANNE MURRELL, JOHN HIGGINS, AND 
EMIL SELIGA, BACK OF THE YARDS SOCIAL ACTION CLUB, 
CHICAGO, ILL. 


Mr. Merean. Senator Douglas and Senator Capehart. On behalf 
of the back of the yards' social action club of Chicago, I welcome this 
opportunity-to testify before this committee on S. 2791. With me today 
also representing the club are: 

Mrs. Anne.Murrell,a@ housewife ; 

Mr. John Higgins, a builder; and 

Mr. Emil Seliga, president of a savings and loan association. 

The back of the yards social action club represents nearly 100,000 
people living in back of the stock yards, an area which is familiar to 
you as the scene-of many national political conventions. 
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_ The club was organized to’ promote the general welfare of our 
community. ; ! 

. The.back of the yards social action club is interested in all problems 
of the community. We differ from other local organizations because 
we were not organized to deal» with one specific problem and abstain 
— getting enmeshed in other problems which are related to each 
other. Nar 

Because.of our many. accomplishments, our record in health, nutri- 


_tion, delinquency prevention, safety and other related problems is , 
known all over America. -In the field. of neighborhood conservatidn, ’ 


we have received national. recognition because of the achievements by 
our people thefnselves, without, the aid of outside planners ‘and a 
multiplicity of agencies duplicating each other’s efforts. +. 

Please permit me to tell you something about’ our self-help conser- 
vation ee which is related to:S. 2791.' Back in 1953 we recog- 
nized that blight, which is a common problem in every old community 
in America, was casting its shadows in back of the yards. 


Representatives of church, labor, business, industry, real estate, and - 


savings institutions met for the purpose of attacking neighborhood’ 
decay, blight, and flight. "We asked ourselves the question, why should ° 
we move away from our community? Where: else are there, 20 
churches and schools all paid for, and where'else are thére places'to 
work; nearby:shopping centers, 33 recreation agencies, and 29 private 
savings institutions? te ae 

We asked, where else.is there 4: community with children wanted ° 
and appreciated? Wetalked‘about:our low taxes. We had no hidden 
costs in the area such ag special ‘assessrhents to pay for paved streets 
and alleys and sewers to eliminate floods. . (we 

After reviewing all the benefits we were blessed with, we decided 
not to run away, but.to stick and stay and work on a program of 
positive action by repairing and remodeling: our present homes, and ” 
at the same time building.new ones with private financing which was 
furnished by 22 of our savings institutions. shin 

Without delay our self-lielp program swung into action. Loc¢al 
home-improveinent contests, sparked by,‘appeals from local churches 
and by our community paper, stimulated unprecedented home im- 
provements and remodeling. Thousands of résidents were cited with 
certificates of merit as recognition for beautifying their homes. Cash 
prizes.and savings bonds were awarded to citizens whose homes showed 
the greatest interior.and exterior remodeling improvements. ’ 

Social pressure played an.impottant part in encouraging neighbors 
to improve their homes in ae to keep up with their neighbors. 
Today more than 4,000 or over 50.percent of the homes in-our com- 
munity, have been repaired and remodeled. : | , 

With the aid of the mayor and other city officials, a rigorous-pro- 
gram of enforcement, of ‘building codes, zoning.and sanitation laws 
has been maintained. There are no-sneak or-illegal conversions in 
back of the yards,. Our streets and alleys,are among the cleanest in 
Chicago. , ! fin. 

At present, the extent of local interest is best reflected in the fact* 
that over 162 blocks.in back of the.'yards are participating.in a city- 
wide home-improvement contest.sponsored by the Chicago real estate 
board, with cash prizes amounting to $20,000 offered to the winning ~ 
blocks in the community. 


‘ 








468 ' . HOUSING ACT OF 1958 


The back of the yards social action club recognized the need to 
build new homes for oir own people who could not find housing in 
the community and who, as a result, would be forced to move away. 
Here is how we are atone that problem: 

We successfully completed a tax and title search on over 800 pieces 
of vacant property in the community. Our committee has been told 
by the Chicago Title and Trust Co. that no community, to their knowl- 
ede, ever did this before. Our zeal was not to be deterred by pains- 

ing searches and because no one else ever attempted this project. 

The back of the yards social action club decided to buy 2,000 front 
feet. of property to be subdivided for 49 new homes.in our old neigh- 
borhood. he subdivision was named Destiny Manor with homes 
only for those:with children. With the help of our mayor and other 
elected officials, we paved our own streets, provided water, gas, elec- 
tricity, sewers, sidewalks, and alleys, ‘ 

To date, over 150 new homes have been built in back of the yards. 
These three-bedroom, full basements, fully plastered homes with 
paved streets, sidewalks, simp pumps, and overhead sewers are sold 
for as little as $15,900. 

Now we are ready to begin another phase-of our conservation pro- 
gram of new home construction which ‘we believe will enable us to 
make possible the most- dramatic progress to date in improving and 
conserving our community. 

In the back of the yards area there are approximately 600 vacant 
lots with frontages of 24 and-25 feet. The Chicago city council re- 
cently amended its building and zoning regulations to permit 20-foot 
wide homes to be built ‘on 25-foot lots, and 19-foot homes to be built 
on 24-foot lots. Most of the lots are 125 feet deep, so that the lack 
of frontage for the homes will be more than made up by the length 
of the house.. Each house will.have three bedrooms, a full basement, 
a combination living-dining room, and a kitchen. 

We are now in the process of beginning construction of several 
hundred new homes. As was the case with Destiny Manor, -all of 
the new homes will be sold to relatives. of families already living in 
the back of the yards area. We hope a substantial number will be 
purchased by young married couples. Frankly, we want to keep these 
young families in our community because they assure a continuation 
of healthy progress’in the area, and because they assure. too, a.con- 
tinuation of efforts,to achieve high standards of neighborhood. im- 
provement and maintenance. 

A surprisingly large number of the folks who have purchased these 
newly built homes have had a large cash equity, but as this committee 
recognizes, many young. families are unable to come up with more 
than a modest down payment. To satisfy. these financing needs, we 
naturally turn to the 29 savings and loan associations located in the 
back iof the yards area. They have worked closely with us both on 
our current programs and in our Destiny Manor development. They 
like all the people of our community, are anxious to do their part to 
improve their eae: 

These institutions, holding over $406,754,000 of neighborhood sav- 
ings, have furnished us a complete and highly satisfactory service 
with but one exception. By charter and regulations they are limited 
to loans not in excess of 80 percent of value. Nor will they approve 
loans where the difference between their top loan and the purchaser’s 
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downpayment might be covered by secondary financing—for which 


we commend them. _ We believe this one shortcoming, a higher con- - 
ventional mortgage loan, can and would be overcome if S: 2791 were 
enacted into law. We know, from our experiences with ‘our young 
people that a 10-percent down payment is within the reach of the 
majority of our young folks and we know our savings associations are 
willing to make the higher percentage loans under sucha program. 

I hardly need Sesbelbi the immediate stimulating. effect this will 
have on employment and on restoring confidence during the current 
recession. Our buyers are at hand, our builders are ready, our savings 
et have. the funds and are prepared to grant loans imme- 

iately. : 

We therefore respectfully urge Congress to endorse this’ bill and 
thus provide another important’step in-our neighborhood conservation 
program: 

I would now like to introduce Mrs. Ann Murrell, a life-long resident 
of back of the yards, for a brief statement. I would then like to pre- 
sent Mr. Higgins and Mr. Seliga, who also have a word to’ say on this 
subject. oh dikes 

Senator Douglas, I would. like also to preserit our newspaper, the 
Back of the Yards Journal, showing the story of our presentation be- 
fore this committee, and also pictures Of new home baitdinig with a page 
showing the support of our savings institutions in this community 
improvement program. 

Now for Mrs. Murrell if you please. 

Senator Doveias. We are very glad.to have you, Mrs, Murrell. 


STATEMENT OF MRS. ANNE MURRELL, BACK OF THE YARDS SOCIAL 
ACTION CLUB, CHICAGO, ILL. 


Mrs. Murreti. Mr. Chairman, I have lived in the back of the yards 
area almost all of my life‘and have grown accustomed to the neighbor- 
hood. I would hate to have to move’ out of there, but living in an 
apartment building was not suitable for’us and we sought to build a 
home there, too. But we were in this same position, our downpay- 
ment was not sufficient to buy a home. 

I am a member of the conservation committee and I talked to them 
and talked to our pastor, who is vitally interested in keeping up the 
Parish. It isa very small one, but people have lived there many ‘years 
and would like to stay there. 

We took a tour of the neighborhood, looked over the various vacant , 
lots. He asked where I would liketolive.. I told him where. 

He assisted us in purchasing a lot. But when we had finished pay- 
ing for the lot, we still did not have enough to make the necessary down- 
payment. 

Our pastor helped us out financially, but everybody is not that for- 
tunate. ; 

I believe if this bill were passed, there are, many others who'would 
benefit by it because the people in that area are the type who seem to 
want to stay there. They like the familiar surrotindings for them- 
selves and for their children, and there are sufficient schools for them, 
they do not have tq spend money. to build new schools.and churches ;, 
shopping is convenient and they do not have to’ have an extra éar. 
There is security for these children, too, who do not have to be moving 
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around all the time changing schools. Feeling unwanted in a neigh- 
borhood causes some delinquency and an upset mind, and a child some- 
times does not recover from it. 

" Since we started, we have built our home and moved into it 2 years 
ago. We have persuaded a contractor to build another one on a vacant 
lot directly across the street from us. It was built, completed, and 
sold the next day to people who had not looked inside of it but wanted 
to move into the néighborhood. 

Then other contractors came along and bought up other lots sur- 
rounding us in the block I ath in now;.that is, all the way around the 
four sides of it. There are fifteen new homes.: Others have been 
added in other areas there. 

There are still many, many lots, but at tle meeting last month of 
our church social, .a young lady came up to me and asked me if I 
knew of any place where che could get ‘a te She had a very small 
amount, just about 10 to 12 percent of what. was required: So I said, 
“So far I do not. khow of any, but somebody may be thinking about 
it and just be patient, things may turn out better than we hope for.” 

A community like that provides a certain amount of good old 
American home life where you know your next-door neighbor, and 
you mirigle socially more. You do not have to look for outside inter- 
ests. Socially the various churches you belong to get together. You 
do not have the problem of going away from home to seek your enter- 
tainment. : 

Then, too, by building these homes,.this loan, if it were granted to 
the people, I think would help somewhat in the present condition of 
unemployment because I know that it has dropped down even in 
construction. 

And another. thing about owning your own home, you do not have 
to look to any aid: from the Federal Government to assist in housing 
situations. And pride of ownership in your own home is something 
you do not get out of:living in somebody else’s building. 

I think that is about all I can add. . I do hope the bill goes through. 

Senator Doveias. Very excellent statement. 

Mrs. Murre.ti. Thank you. 

Senator Doveras. Mr. Higgins. 


STATEMENT OF JOHN HIGGINS, BACK OF THE YARDS SOCIAL 
ACTION CLUB, CHICAGO, ILL. 


Mr. Hieatns. Senator, Iam a builder in Chicago. I am not classi- 
fied as a large builder; I am a small builder: I started down in this 
neighborhood of back of the yards—oh, last year. Most of our build- 
ings that we stirted were sold before completion. Since then I think 
I have built and sold about thirty buildings, and at no time have 
we ever had to go to Federal funds to buy any of these buildings. 

Senator Doveras. Do you find the-30 percent downpayment rather 
severe # 

Mr. Hicerns. It is-severe down there and I will tell you why it is. 
Most of the people who are buying these homes are young people. 
They are only kids, that'is what they are, with very voung families. 
They make good monéy, but the way things are going today it is 
hard to put away a dollar. They have an income that will qualify 
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them for a loan as far as the loaning institutions are concerned, but 
they do not have the full downpayment. 

Let's take a house. at $16,000. There is a downpayment of $3,200, 
plus a closing fee of maybe $300, which makes it $3,500. In these 
twenty-five houses that I have built, I would say that there are sixty 
people. who came to buy these houses and out. of the sixty, a 
only twenty-five had the 20 percént downpayment, where the aixt 


of them would-have'a 10 percent downpayment. 


As I say, again there, with the 10 percent downpayment, their in- 
come wou d qualify them to buy these‘homes according’to all Fedéral 
or banking laws.. They could afford: to buy with the qualifications 
they have. But they just ‘do not have that extra $1,000 or $1, 500 for 
the downpayment. 

Senator, I am also a plumbing contractor in C hiss ago, .I have done 
a number of projects as a plumbing contractor. in Chie ago and on the 
outskirts of Chicago. . ‘The biggest majority of my work, 95 nee of ! 
it, was home construction. 

"Two years ago today, I employed in the neighborhood of 47 plumb- 
ers. Last year I was c ut down to 20 plumbers. Right now I am only 
employing 8 plumbers and 90: percent. of the work is on my own 
construction. 

That is the way home building has declined in Chicago and its out- 
skirts, and the main reason for it is the-same thing,. it is the-down- 
payment and the financing.to qualify our buyers. 

Some of the, homes.in © ‘hicago have been standing idle for 9 months. 
They have all the buyers that they can get for them, but. they cannot 
qualify'on the downpayment part of the loan: The other qualifica- 
tions for their monthly payments they can meet, but they just cannot’ 
make that downpayment: 

I honestly think that if this bill passed so they can put a 10 percent 
downpaymeit-on a home, that it, would be a shot’ in the arm to in@dus-. 


try, to the home-building industry, not only in Chicago but I think it ° 


would be all over the countr vy. 
Senator, that is all I have to say. } ' 
Senator Dovetas. That is very good testimony. Thank you very 
much, Mr. Higgins. 
Mr. Seliga. 


STATEMENT OF ‘EMIL SELIGA; BACK OF THE YARDS, SOCIAL 
ACTION CLUB, CHICAGO, ILL. 


Mr. Setica. My name is Emil J. Seliga. . 

“As one of the representatives -of the back of the yards social action 
club, I welcome this opportunity to testify in behalf of S. 2791; 

F inst of all, let me say that I agree wholeheartedly with Mr. Mee- 
gan’s statement. -It seems to me that Mr. Meegan has nit his finger 
squarely on an important: benefit of‘ the pr oposed legislation that was 
not immediately apparent to its sponsors—that is, its potential assist- 
ance in conserving the existing neighborhoods. of | our great cities, 

In past years, this housing subéommittee has rendered a great pub-; 
lic service through its enactment of legislation to help local commu- 
nities clear and rédevelop slum areas. -However, as. the members of 
this committee well realize, the expenditure of vast sums of money to, 
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clear and rebuild slum areas will be somewhat in vain if in the meari- 


_ time older existing neighborhoods are infected by the disease of blight. 


This consideration, of course, accounts for the mounting interest 
and support for the so-called “conservation” programs for our middle- 
aged neighborhoods, not only in Chicago but elsewhere. a 

As this committee knows, savings and loan associations are basically 
community institutions and, unlike large insurance companies, find it 
difficult to participate—or at least participate to any great extent—in 
massive urban renewal programs: But where we can perform a serv- 
‘ice in the public interest is in the area of conservation, as in-the case, 
for example; of the proposed’ home building program. in the back of 
the yardsarea.'. | . 

The back of the yards area is, as Senator Douglas knows, one of the 
savings and ‘loan strongholds in the city of Chicago. The vast ma- 
jority of.the savirigs of back of the yards families are in oerrnae and 
‘loan, associations. .It is thus only right and proper that some of these 
funds should be réinvested back in the community to help conserve 
the neighborhood and property values: There are twenty-nine sav- 
ings and loan associations in and adjacent to, the back of the yards 
area, . Between them, they have promised to supply the mortgage 
credit needed for the entire six hundred homes. Our own institution, 
the Talman Federal, is earmarking $1 million of our 1958 mortgage 
loan budget for this purpose. . 

And, incidentally, I might say if that is not enough, we will go in 
even more. 7 

As this committee knows, savings and loan associations have been 
traditionally interested principally in making conventional home 
loans, The strength of this tradition in Chicago is indicated by the 
figures of the Federal Home Loan Bank of Chicago which reveal that 
87 percent of the home loans made by savings associations in the Chi- 
cago bank district are conventional loans. 

mention this because it.is clear that the conventional lending pro- 
gram fits well into the pattern of the “do-it-ourselves” formula of | the 
back ofthe yards conservation program: 

As this committee also knows, conventional home lending is charac- 
teristically quite conservative home lending. Because of this con- 
servatism, and. because of the steps savings and loan associations in 
our area have taken to eliminate questionable and expensive secondary 
financing plans, we urgently need the partially-insured, 90 percent 
lending authority provided in S. 2791, if we are to serve the younger 
families in the back of the yards area who desire to buy homes. 

Beyond the immediate. responsibility of helping to serve the back 
of the yards, savings and loan associations in Chicago and elsewhere 
have a continuing responsibility to seek ways to polish and modernize 
our home lending tools so that we may render greater and more effi- 
cient public service. 

The housing and home financing needs, not only of Chicago but of 
the Nation, are great today. They promise to grow in magnitude in 
the years, just ahead. The dropasel Hefore this committee affords a 
splendid opportunity to expand’ the usefulness of savings and loan 
institutions and the conventional. home loan in meeting these needs. 

Senator Dovetas. ‘Thank you, Mr. Seliga. 

I have just a question or two I would like to ask. 
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Are you proposing that insurance be provided on the extra 10 per-— 


_cent or on the 90 percent ? 6 


Mr. Serica, The insurance would be on the top 20 percerit. 

Senator Dova.as. On the top 20? i 

Mr. Serica. Of the loan. ; 

Senator Doveias. That becomes-in a sense a second mortgage? : 

Mr. Serica. No, no, this is a single mortgage for 90 ‘percent. 

Senator Doveras. ‘Yes: ; ide By a Pe 

Mr. Serica: The top 20 percent of: which has an insurance. 

Senator Doveras. You mean the top'20 percent or the bottom 20 
percent ? : 

Mr. Serica. The top 20 percent. 

Senator Dovatas: ‘That is the difference between the 70 and the 90? 

Mr. Seuica. That is right, that is right. Or in the cases, for in- 
stance, of the savings ‘associations whose board of directors are ex-: 
tremely conservative, very conscious of their trustee relationships, 
many associations will make no more than a 70 percent loan. That 
institution could be cajoled into-making a 90 percent loan. 

Senator Doveras. Then what.is the msurance premium?’ 

Mr. Serica. The insurance premium has not been fixed, but the 
range has been established depending upon and will ‘be fixed ypon 
the actuarial necessities: The premium would range between 1.and 
1.5-percent. . 

Senator Dovatas. Do:you propose a new institution to handle these 
partially insured loans? 

Mr. Serica. This institution would be called the Home Loan Guar- 
antee Corporation. It would be under the jurisdiction of the Federal 
Home Loan Bank Board and ‘it would be created with $50 million of 
capital, which belongs ‘to the savings and loan associations and 
which 

Senator Doueias. You mean savings and loan associations would . 
contribute the capital to set this up in business ? 

Mr. Senica. Yes. Yes. 

Senator Dovatias. Who would constitute the board of directors? 

Mr. Serica... The Federal Home Lean Bank Board would have com- 
plete jurisdiction over that and it would be under their supervision. 

Senator Dovetas, Yes. 

Mr. Setica. It would be akin to the Federal Savings and Loan 
Insurance Corporation in its relationship with the Federal Home 
Loan Bank Board. 

Senator Dovaras. Why do you not want to go in with the existing 
insurance institutions ? 

Mr. Serica. By “existing,” I presume you mean the FHA and the 
VA programs. 

Senator Doveras. Well, no, the home Joan insurers. 

I mean the insurance which is granted under FHA. 

Mr. Serica. Yes, Well, the FHA program is an excellent pro- 

m. The savings and loan association is respected in such areas. 
hey find it is ‘the only thing to use in order to make the loan, to fi- 
nance the lending needs of thé community. 

We find in the Chicago area'that we lean so strongly to the “do-it- 
ourselves,” or self-reliance spirit, that we feel ‘we would’ rather not 
turn over the underwriting responsibilities to someone outside the 
community. We feel as long as we are the trustees of other people’s 
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money, responsible to them, it is up to us to examine every loan pros- 
pect that comes along and to approve or disapprove the building and 


_ the borrower. 


_ Senator Dovcuas. Thank you very, very much. 

I hope you will excuse me’ if I leave because I have another meet- 
nee Imustattend. -'. i. 

hank you very much. * 

| Mr, Meraan. Thank ou very mych: 

Senator Cuark. Mr. Reilly. 

We are delighted to’ ce you here, Mr. Reilly, ans get the views of 
the ABA, which are always of much interest, to us. 


STATEMENT OF JOHN A: REILLY on BEHALF OF THE AMERICAN 
BANKERS: ASSOCIATION 


Mr. Remur. Thank you. ” 

Seniator Cirark. I am glad,to sée you had no trouble getting here. 

Mr: Remy. No, I ain a native of Washington. 

My name is John A. Reilly. I.am president of the Second Na- 
tional Bank of Washington,:D. C., and chairman of the subeommit- 
tee on housing and’ mortgagé financing of the committee on Federal 
legislation of the American Bankers Association. 

T, welcome this opportunity of appearing before your. committee 
and ‘presenting the views of the American. Bankers Association. 

The ABA supports the objectives of Federal housing legislation 
which is consistent; with sound mortgage credit principles and which 
does not contribute to inflationary pressures in home mortgage credit. 
The banks of this, country as of December 31, 1957, had $87 billion 
of savings and time deposits and, on that date, had $36 billion in- 
vested in residential mortgage: loans. Banks recognize their re- 
sponsibility to the public to. safeguard the funds entrusted to them 
and to maintain high credit standards. 

In: view of the number and variety of bills now before this com- 
mittee and the wide range of housing cencepts which they embrace, I 
shall direct my remarks largely to thte broader principles of credit 
which are. involved, rather than to specific points in individual bills 
exc at t where they have’ a special bearing on these credit principles. 

ral mortgage loan terms—over the years, the association has 
repeatedly pointed to the dangers of too liberal mortgage terms in 
respect, of maturities and loan-to-value ratios, The liberalization of 
terms.of.F HA insured mortgages during the postwar years had an in- 
flationary impact on the housing economy. A further liberalization, 
even if ijitended as a present stimulant to housing construction, would 
tend to have long: range inflationary effects. We, therefore, believe 
that any increase at this time in loan-to-value ratios and maturities 
would be unwise. 

Senator Crarx.,Mr. Reilly, does your bank have a department 
which makes loans on automobiles, refri rigerators, and the like? 

Mr. Retiy. Yes, Senator, we do. 

Senator Ciark. And you run as high as 3 years on some of those 
loans with very little downpayment ! 

Mr. Remy. Not our particular institution. 

Senator Crarx.. What is your limit? 

Mr. Retituy. Two years to 30 months. 
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Canator ‘CLARK. Do you. have any specific downpayment require- 
ments ? 

Mr. Rettiy: Well, it depends on the articles. 

On the automobiles, we lend two-thirds, and we try to limit them to 
24 months. We have gone up to 30 months. 

Senator Ciark. Generally speaking, do you think there should be 
a difference in governmental policy with respect to the amount of 
equity which should be: required to place a mortgage on a house and 
amount of equity which an automobile purchaser chic have? , 

-Mr.' Remy. Yes, sir. I doubt very seriously if the average small 
wage earner could pay one-third down: as he could on an automobile. 
The amount involved is so high I. doubt if he could do it. " 

Senator Ciark. That is 6n an automobile? 

Mr. Retry. On an automobile. 

Senator Ciark. Of course, he cannot on a house, either. 

Mr. Retiiy. He cannot, it is too niuch for him'in my opinion. 

Senator Crarkx. But you' think credit .can,-and should be thore 
liberal with respect. td automobile financing than with respect; to 
house. financing? 

Mr. Retry. "No, I think they should both be sound. 

Senator Ciark. Yes, but what is “sound” ? 

Mr. Remy: Well, I think the ability of the risk to pay out of 
salary, how much he is in debt, and things of that. nature that go 
into the analysis of the risk. 

Senator CLark. That has a good deal more to do. with it, does it 


not,. than whether you are lending 50, 60, 80, or 99 percent ? 


Mr. Remy. It does in our shop; yes, sir. It does in. our shop. 

We, therefore, believe that any increase at this time in loan- to- 

value ‘ratios and maturities would be unwise. 

Long-term low downpayment loans are costly to borrowers. 

Senator Crark. Of course that is true with automobiles, too, is it 
not ? 

Mr. Remty.. That is right; the longer they are, the more they cost. 

Not only do they exert infil ationary pressure on realestate prices, 
but also they .add ‘to the costs of financing the purchase’of a home. 
For example, on a $10,000 mortgage at 5 “percent, there is a saving . 
to the borrower of $3,492 if the loan 1 is paid off i in 20 years rather than 
30 years, even though the monthly payment-is $53.70 on a 30-year 
loan ase ompared with $66 on a 20-year loan. 

Senator Cuark. I wish we could sell that to the American people. 
It. seems to me one of the real problems in our present economy is this 
foisting on our people—who do not know what is happening to them— 
of these long-term loans for articles of personal property, which in 
many instances they do not really need, on a very small monthly down- 
payment over a long period ‘of time, as an advantage. To me they 
are being treated as suckers. 

Mr. Remy. L agree heartily with that, sir. 

Interest rates and discount pric es—the, ABA ‘has on a number of 
occasions called attention to the advantages of ‘a free interest rate on | 
FHA and VA mortgages. ‘Freeing the rate would assure a sufficient 
flow of Pee funds for mortgage purposes consistent with the 
demand for housing. It also would be a forward step in eliminating 
discount prices for mortgages. 
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_ Senator 'Ciarx. Tt would also mean good profits for your organiza- 
tion, would it not, and its constituent members ? 

Mr. Remuiy. No, I—— a J 

Senator Ourark. Not that, I am objecting to that; I think it is per- 
fectly legal. 

Mz. Hatinr. I think it, is a fair way to do it, then the borrower 
would know exactly what he is paying, 

Senator Crark. You will admit the bankers have an interest in high 
interest rates ? 

Mr. Remuy. Yes; I think ‘we have a vested interest in as great’ a 
yield as we can get. ‘On the other hand, I do not think there is any 
difference in getting'5 or 514 percent on a loan or buying a 414 per- 
cent loant at 90. No difference at all, except you'can abuse it when 
you have discounts but you cannot abuse it when the borrower knows 
what he is paying. ; 

We beliewe that the cause for discount prices insofar as possible 
should be eliminated, Discount prices,open the way for abuse in 
mortgage arrangements. 

Because of this, many financial institutions are reluctant to par- 
ticipate in mortgage loan transactions at discount prices, and dis- 
approve in principle of deep discounts. 

The reason for discount prices is self-apparent. Insured and guar- 
anteed mortgages, like other types of investments at fixed rates, fluc- 
tuate in value with the forces of supply and demand, and with changed 
money rate conditions. To offset this, either the rate of interest must 

free to meet changing conditions, or the value of the mortgage 
itself ‘must fluctuate to reflect a yield in line with market conditions. 

Discount prices on mortgages to finance new construction are espe- 
cially to be avoided because they lead to abnormal investment trans- 
actions. This problem could be substantially overcome by eliminating 
the fixed interest rate on insured and guaranteed mortgages so as to 
permit the interest, rate to freely; reflect existing money market con- 
ditions. 

If, however, Congress is unwilling to permit a completely free 
interest rate on FHA insured mortgages, it is suggested that the inter- 
est rates be permitted to move freely within the maximum limits 
prescribed in the National Housing Act, rather than permitting the 
rate within such limits to be fixed from time to time by the commis- 
sioner as.a present. This at least would permit interest rates on such 
mortgages to reflect market conditions except at such times as market 
rates exceeded the statutory maximum. 

In the interest of greater flexibility, we favor the increased maxi- 
mum interest rates on FHA insured mortgages covering rental and 
cooperative housing as proposed in S. 3399. 

Senator CrarKk. Mr. Reilly, what is happening to mortgage interest 
rates in°the greater Washington metropolitan area at the moment? 
Are they coming down at all in response to the general lowering of 
rates in the money market for, let’s say, short-term governments and 
municipals.and triple-A bonds? 

Mr. Retuy. I have not noticed any great decline in them, Senator. 
I think that there is quite a difference between the prime rate on 90- 
day papers and 20-year mortgages, and I think the rates have kept 
pretty steadily in line. 
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, Ishould say that the average raté around Washington today would 
be 514 percent, maybe 534, | : ‘ 

-Senator Crark. I am surprised they have not come down. with so 
much more money turned loose in the market under the Federal Re- 
serve'policy. You are able to get a lot more money to loan today than © 
you were a year ago. ; ack 

Mr. Retiy. It works both ways. We have a larger supply. of 
money, then we have more to work with. The law of supply and 
demand exerts itself no matter which way you look for it.; 

Housing for elderly people—we' recognize the need for housing . 
accommodations of a special type for the elderly and believe.the FHA 
mortgage insurance program for financing of rental housing for this 
purpose is sound. The changes made by section 103 of S. 8399 are 
reasonable and sufficient to provide a workable financing arrangement. 

In our opinion, the mortgagor-sponsor of the project should always 
be a nonprofit organization, as this minimizes the possibility of specu- 
lative interests seeking to take advantage of the program. 

Senator CLarxk. Let me interrupt you to quarrel a little bit with 
you there in a friendly way. 

Mr. Reitiy. Yes, sir. 

Senator Crark. Why is it perfeetly all right to have housing con- 
structed for everybody except elderly people on a profit basis, but if 
we are going to build housing for elderly people, we have got to do 
it on a nonprofit basis ? 

I do not see the sense in that. 

Mr. Remy. I think there is a great exception there. We are tak- 
ing care of a social problem rather than a business problem. 

enator Crark. Are you not taking care of a social problem in 
practically every kind of housing except for the very well-to-do? 

All these Government programs are intended to expedite the flow 
of new housing into the market where the need is felt to be very great, 
and we have had a number of witnesses in here in the last. week or 2 
who suggest, for example, with respect to rental housing—which I 
think everybody feels there is considerable need for—that we ought 
to open up that field for the profit motive. 

I do not see anything wrong with the profit motive. Why should 
a man not make some money out of furnishing housing for the elderly ? 

Mr. Rey. I think it is all right for the builder to make a profit, 
but I do not think his sponsor should make a profit and use this legis- 
lation which gives him greater subsidy than other legislation to take 
advantage of the building. 

Senator Crark. What subsidy does he get? 

Mr. Rettiy. He gets greater insurance. 

Senator Ciark. Well 

Mr. Rettiy. We feel it is kind of a social problem in that it is taking 
care of the old and the infirm who cannot take care of themselves. 
We do not think a lot of money should be made out of that. 

I am in favor of making a profit wherever you can, but 

Senator Ciark. These people are perfectly able to pay as much as 
anybody else when you provide housing for them. I am just arguing 
with you in a friendly way, but I do not see why a builder or an 
operator should not be able to make a fair profit if he builds socially to 
the same extent as if he were building a house anywhere else. 
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Mr. Remy. I think the sponsors get in and they get these programs 
set up and get a slice on top of it. We do not think that.ough to be 
so in housing for elilerly people. However, I see how.there would 
be an honest difference of opinion on that. . 

We also believe that the objectives of the program will be better 
carried out by limiting the occupancy of the projects to elderly people 
whose living requirements and intérests differ from those of other age 
groups. , 

Senator Cirark. Let me quarrel a little with you on that. 

We had a very persuasive witness in here, I think it was yesterday, 
who said we should not institutionalize our elderly people. They 
were not like mental cases; we should not shut them up in housing 
where they never get a chance to see any kids or younger people. 
‘After all, they are people, too.. And it was strongly recommended to 
us that.in our program for.the elderly we should. never permit more 
than half.of the apartments of any one development to be specially 
constructed for the elderly ‘because tliey lead a more useful and hap- 
pier life if they mix in with other people and they are not institu- 
tionalized. 

I wonder what your argument to the contrary. is ¢ 

Mr. Retiry. I do not: know that you would actually call this kind 
of housing “institutionalized.” It’ is not a home where a lot of people 
are gathered ; it is theif own place. 

I see quite a difference. 

Senator Ciark. Would it not become institutionalized if you con- 
fined occupancy to one particular group ina community ¢ 

It is almost segregation. 

Mr. Remy. If you are going to set. up, special legislation for this, 
I do not, see how you onsite ‘it other than by segregating them. 

Senator:Ciark. Wéll, you-can provide that you get a special break 
if you are going to build, say, one hundred appartments, if you make 
thirty-three or fifty of them specially. adaptable to the needs of elderly 

eople. 

Just think in terms of your own mother or father. Are you neces- 
sarily going to shut, them up with people in their own age group? 

It seems'to me they are going to go backward a good deal faster 
than if théy have an opportunity to mix with. people of different age 
groups. 

Does that not make any appeal to you? 

Mr. Remy. It did not to our committee. 

Senator Crark. I just wondered if you thought it through. Maybe 
you had. 

Mr. Remy. We feel if it is special legislation for elderly people 
that there should not be a commingling with the other groups. That is 
about the substance of it. 

Senator Crark. I understand that is what you feel like. I want 
to find out why. | 

Mr. Retry. Well, we think it is special legislation and those who 
should be able to get it through normal sources should not take ad- 
vantage of this legislation. ‘There may be a difference of opinion 
there. 

The Home Loan Guaranty Corporation—the proposal to create a 
new mortgage guaranty corporation within the home loan bank 
system, as provided in S, 2791, would cause an unnecessary and unde- 
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sirable duplication of the existing programs of Government support 
for privately financed residential mortgages. If additional insurance 
or guaranty programs are deemed to be needed, :they should be pro- 


vided within tlie framework and as a part of the Federal, Housing 


Administration’s insurance programs. 
Furthermore, to. provide fora new home loan guaranty agency, 
articularly when: its facilities would be available primarily to a 
fimited group—ain this instance, savings and loan associations—would 
discriminate against other types of financing institutions. ' ; 

Senator Ciark. I am going te have to interrupt you again. 

We had a very eloquent witness this morning, Mr. Bubb, who ex- 
plained to-us in substantial detail—or rather, let’s put it this way, who 
disagreed with the stafement you just made, and pointed out there is 
not really any duplication at all because under this mortgage guar- 


.anty setup, the purchaser of a house is still going to have to plunk 


down a minimum 10 percent downpayment, and on top of that .a 2 
percent premium for his insurance; whereas, the VA applicant does 


‘not make any downpayment at all and under this new erhergency legis- 


lation the FHA applicant only pays 3 percent on the first $15,500. So 
that he is pretty well persuaded these are not overlapping programs. 

Mr. Reivy. Why doés he not tise the FHA program then ? 

Is it because the standards.of FHA are too severe’, Or— 

Senator CLark. No. Except in thegreater metropolitan areas, FHA 
is not readily available to many of the rural areas. There aré many 
of the rural areas in the country where it is not available. And also 
they have perhaps somewhat stricter requirements as‘to character of 
dwelling that is necéssary in‘all instances. | 

‘Here is a field where by, bringing a conventional mortgage financing 
down nearer. to the financial ability ofthe great. masses of people to 
use it, you can take care of a group in a community for whom mortgage 
financing is,riot presently available. 

Just-as you said yourself a little while ago, an average wage earner 
cannot afford to buy a house with 30 percent downpayment. 

We were rather.intrigued by Mr.’Bubb I might say, and I would 
like to have your strongest arguments against it. 

'Mr, Reitiy. Our strongest argument-against it is, in the first place, 
you set up.a lew governmental agency. SHER 

Senator Cr4rk. It is not a governmental agency, there would not 
be one cent of Federal in it. wen 

Mr. Remy. Discounts 

Senator Ciark. Free enterprise. _The financing would be provided 
by the premiums; the initial capitalization, which would be paid back 
over a period of time, would be provided by the home loan banks, 
which are themselves on their own. 

There is no Federal subsidy involved of any sort. 

Mr. Remy. Well, the insurance feature of the program that you get 
at FHA is only available when the standards of FHA are met, and 
the banking industry generally feels that FHA has done a splendid 
job. We also feel that the FHA ought to be an independent agency 
of its own operating on its own as a separate corporation that has 
established itself. a 

We feel that with all the experience they have had and with the 
standards they have set, they are not too restrictive, Maybe some 
people disagree with that, but we who have to lend them money—and 
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are the last to get our money back because we have to live with the 
loans throughout the life of the loans—feel the standards of FHA 
are reasonable. eit é 

Senator CiarKk. We do, too; we do, too. 

I wonder if perhaps some part of the ABA’s opposition to this 
new Mortgage Guaranty Corporation is due to the fact that you will 
get some more competition from savings and loan associations? 

Mr. Remy. I do not think so. I think that savings and loan-asso- 
ciations have available all of the facilities we do in banks, and we are 
not opposed to it on that ground. 

We would be. out of this program because we cannot buy the stock 
to begin with. It is,a discrimination against the banks; as I say 


* down here in the next} paragraph: . 


National banks and most State-chartered banks would not be eligible to’ par- 
ticipate in this program under existing Federal and State banking laws. This 
bill appears to require that nonmembers of the federal home loan bank system 
, must purchase stock in the Home Loan Guaranty Corporation in order to obtain 

‘a mortgage guaranty. Under existing law, all national and most State-chartered 
banks are prohibited ‘from'purchasing stock in corporations. 

So they eliminate us completely from the program -and say—I 
understand, I was not here this morning, sir—they want it strictly 
- for the members of the home loan bank ‘system, want everybody else 


out. ° . . 

We think that the facilities that are available now in the FHA in- 
sured program and in the, Government guaranty .program, the vet- 
‘ erans’ loans are ample to meet the needs. 

Senator CuarK.: If you really mean that—would you not agree we 

are not building nearly as many houses as we ought to? 

Mr. ‘Remy. I think that is true,-we are not building as many; but 
I think we ought to have certain. standards, When a fellow buys a 
house, he has to live-with that house for many, many years and I 
think those standards are reasonable and are minimum standards. 

Senator Crarx. I agree with that, but that does not necessarily 
answer the problem of 8. 2791. 

Mr. Remy. We would expand FHA. if we were doing it, rather 
than have another agency to take over in competition with it. 

Senator Ciark: The trouble with exanding FHA is you put the 
Government: deeper anid deeper into the insurance business; whereas, 
the great benefit of this S. 2791—particularly of interest to my friends 
from the Republiean side of the committee—it is a free enterprise 
system: The Government does not get into the act. 

It makes a great deal of appeal to them, and I must admit it makes 
| oe of appeal to me. © 

r. Remy. Of course, FHA has demonstrated over the years that 
the insurance program is apparently very sound and the downpay- 
ments are extremely low. If the FHA is not doing its job, I think 
it should, be expanded to meet the needs, but I think their standards 
are the things that are involved. 

Senator Cuark.. Of course the other side of it is it is really like 
pulling wisdom teeth to get increased authorization for FHA or VA 
through Congress over the opposition of a reluctant Treasury and 
réluctant Budget Bureau. Here is an opportunity to expand on what 
looks like a sound basis credit to get more houses built without hav- 
ing any budgetary effects in the Federal Government Act. 
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All I want to say to you, Mr. Reilly, is I think you have got a 
pretty tough customer here. 

Mr. Remy. We can recognize this. 

Senator Ciark. If you want to fight this, you ought to fight it hard. 

Mr. Remy. We recognize that, but also we think supervision by 
Congress is necessary. Not necessarily unreasonable supervision, but 
keep an eye on it. 

Senator Ciark. Of course, this would have supervision through the 
Federal Home Loan Bank Board. 

Mr. ‘Remy. But the banks would not be able to participate in it to 
begin with. 

Senator CLark. Maybe they should. 

Do you think we should expand it to cut the banks in ? 

Mr. Remy. The banks have never felt, asa matter of policy, [ think, 
that we should buy stocks. 

Senator CLark. Well 

Mr. Remty.- The only ai we own is Federal Reserve stock. 

Senator CLark. Oh, sure, you do have that. 

This is. kind of like Federal Reserve stock. This is'not } cncineary 
corporate stock, it is a pretty special kind of stock. 

Mr. Rey. It isa governmental agency. 

Senator Crark. No, it is not a governmental agency; it is an in- 
surance company. 

Mr. Retiiy. Insurance company. 

Senator Ciark. It is an insurance company .which insures loans 
closely connected with your own business. 

But go ahead, I did not mean to interrupt you. 

Mr. RetLy. We feel that the facilities that ‘are here now are suffi- 
cient, and we think if they meet the standards 6f FHA—which we 
think are a minimum—that that is sufficient to meet the housing 
needs. 

Senator Criark.: I do not want to prolong. this unduly, but would 
you not be happy to see FHA wound up and VA wound up, and the 
whole mortgage market returned to private industry ¢ 

Mr. Retry. That would be an ideal situation if that would come. 
about, but I do‘not think that can come about because of the loans 
that are made. 

I do not think you can make 97 percent liaise’ in private industry 
~ have private industry survive with it: I do not think we can 

o it. 

Senator Crark. You do it on an automobile; why should’ you not 
on houses ? 

Mr.-Remxy. Not 97 percent on it. We loan them 66% percent, and 
we generally have a market: for the automobile if it goes in default, 
although we generally take some loss when we have to repossess it if 
we have to go that far. But 97 percent on a house; I-do not believe 
you could get a market for that. 

Senator CLark. Plenty of finance companies do, $1 down and 8 years 
to pay and offer the gentleman a Cadillac? 

Mr. Remy. There have been some abuses of it some places, where 
credit has gotten out of line in certain places; but I think the banks 
pretty well follow the conservative point of view on this consumer 

nancing. 
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Urban renewal—substantial need exists for community improve- 
ment and betterment. Slum. clearance and urban renewal programs 
improve community living conditions through the reconstruction or 
elimination of blighted areas. This wholesome type of community 
betterment program is'beyond the financial resources of local govern- 
ments and the complex problems require cooperation of the local 
government, the Federal Government, and of private industry and 
private financial institutions. 

We recommend that Congress provide, in.connection with the pres- 
ent urban renewal program authorized by the Housing Act of 1949, 
such appropriations and improvement of operational procedures as 
may be needed to assure a proper functioning organization. 

In addition to urban renewal assistance for the very large communi- 
ties, we urge that equal opportunities be provided for smaller com- 
munities as well, an for those with a population of under 25,000, as 
provided in Senate Joint Resolution 153. 

Senator Crark. I think we are all happy to see the ABA coming 
along on urban renewal, 

Mr. Reiiziy. We are. in favor of it, and we think the smaller com- 
munities should get the same benefits that the larger ones do, and 
apparently up to this point it has been rather difficult. 

Senator Crark. No-doubt about that, they have been slower in get- 
ting along. But I.think in the last year, there has been a very en- 
couraging spread.of thé program through the smaller communities. 

Of course one trouble has been they have not had access to adequate 
planning, and now in many instances the States are helping them out 
with that, and I think they are getting further ahead. 

Mr. Reilly, thank you very much for your testimony. I am sure 
the other members of the committee will read it with great interest. 

Mr. Retry. Senator, we understand the two savings associations 
appeared this morning and made statements. I am sorry I was not 
able to be here. 

There may be some of their statements we would like to file supple- 
mental statements on. 

Senator Ciark. We would be very happy to have you do that, par- 
ticularly to have you take a.careful look at the revision of S. 2791, 
which was submitted this morning by Mr. Bubb on behalf of the United 
States Savings & Loan League. Let the committee have the thinking 
of the ABA on that revised bill, which is said to have met a number 
of objections which were initially raised to it by the Federal Home 
Loan Bank Board. 

I think if you fellows want to knock that on the head, you ought 
to get into pretty strong testimony against it. 

Mr. Remy. Thank you, sir, we will file .a supplemental state- 
ment. ? 
SUPPLEMENTAL STATEMENT ON BEHALF OF THE AMERICAN BANKERS ASSOCIATION 


In our statement to the.committee on. May 15, 1958, we expressed the view that 
a new mortgage insuring corporation, as proposed in S. 2791, would cause an 
unnecessary and undesirable duplication of mortgage insurance programs. 

The revised draft of S. 2791, as presented to the committee on May 15, 1958, by 
the United States Savings and Loan League contains a-‘number of changes in the 
original bill, which we have.now had an opportunity to review, and they serve to 
strengthen the view we previously expressed that ‘if a new program of mortgage 
insurance is to be established, it should“be within the framework and as a part 
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of the Federal Housing Administration and should not be made the occasion for 
the creation of a new Federal agency. 

Although the proposed corporation, according to its advocates, would have 
no Federal money, it would have many of, the characteristics of a Government 
corporation. ‘The revised draft changes the title of the proposed new corporation 
to the “Federal Home Mortgage Guarantee Corporation” ; authorizes the Federal , 
Home Loan Bank Board, an agency of the Government, to operate the Corpora- 
tion; entitles the Corporation “to the use of the United States mails for its 
official business in the same manner as the executive departments of the. Gov- 
ernment”; requires the concurrence of the Secretary of the Treasury to ‘any 
borrowing of money by the Corporation and for the issuance of its bonds, notes, 
debentures, or other obligations; limits the deposit of funds of the Corporation 
not required for current operation to deposits either with the Treasurer of 
the United States or, with the approval of the Secretary of the Treasury, in a 
Federal Reserve bank; authorizes the Corporation to act as a depository of 
public money when so designated by the Secretary: of the Treasury and to be 
employed as fiscal agent of the United States; exempts the obligations of the 
Jorporation, béth as to principal and interest, from all State taxation, except 
estate, inheritance, and gift taxes; and exempts the Corporation, including its 
franchise, activities, capital, reserves, surplus and income, from, both Federal 
and State taxation, except that its real property is made subject to State or local 
taxation. 

It seems certain that these characteristics would lead the public to view the 
Corporation as a Government operation and that the Federal Government. would 
be virtually obligated to come to its rescue in the event it got into financial 
difficulties. 

In the revised draft, participation in the proposed Federal’ Horie Mortgage 
suarantee Corporation would ‘be limited to members of ‘the Federal Home Loan 
Bank System only. This accentuates the discrimination against Other types of 
mortgage financing institutions. which we pointed out in our original testimony 
on, 8.2791. 

The revised draft places the operation of the Corporation under the Federal 
Home Loan Bank Board which is authorized to prescribe bylaws, rules, and regu- 
lations not inconsistent with the act. We have no reason tv.believe that the Board 
as presently constituted would operate the Corporation or exercise its regulatory 
authority other than in the interest,of providing a sound insurance program and 
adequate standards. Nevertheless, in view of the fact that there is another agency 
already providing mortgage insurance, conflicts of policies and procedures would 
be likely to develop. If Congress sees fit to enact such a mortgage insurance 
program as is contemplated in the draft bill, this situation. would be avoided by 
designating the Federal Housing Administration as the administering agency. 


COMMENTS ON PROPOSALS PRESENTED BY THE NATIONAL LEAGUE OF INSURED SAVINGS 
ASSOCIATIONS 


It is noted that the statement of James E. Bent, chairman, legislation com- 
mittee, National League of Insured Savings Associations, presented to the Sub- 
cominittee on Housing on May 15, 1958, contains 2 legislative proposals not 
related to ‘any of the bills pending before the subcommittee. One of, these pro- 
posals deals with the investment powers of Federal savings and loan associations, 
recommending their expansion to include investment in State and municipal obli- 
gations and equity investment in land for development and sale. .The other pro- 
posal is.to remove ‘the present $10,000 ceiling’ on the insurance of accounts of 
savings and loan associations, and other like institutions, by.the Federal Sav- 
ings and Loan Insurance Corporation, thereby providing 100 percent insurance 
coverage for each insured account regardless of the ammount. 


Removal of limitation on insurance of accounts 


Banks are concerned with any.proposal to increase the insurance coverage of 
accounts insured by the Federal Savings and Loan Insurance Corporation. Any 
such proposal must be viewed in the light of its possible effect on the insurance of 
bank deposits by the Federal Deposit Insurance Corporation. 

The American Bankers Association in testimony before the Senate Banking 
and Currency Committee in 1950, on the bill which became the Federal Deposit 
Insurance Act, stated the following general principle: 

“Under no- circumstances should the original function of deposit insurance 
in protecting the great mass of depositors be altered in the direction of total 
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guaranty of bank credit, instead of deposits., In. other saath deposit insurance 
is primarily for the benefit of small bank depositors.” 

This principle is equally applicable to the insurance of accounts of sav- 
ings and loan associations, and the proposal to remove the $10,000 limitation 
would violate this ‘principle by altering thé original function of such account 
insurance in the direction of total guaranty of the mortgage credit provided by 
savings and loan associations. The insurance provided by the Federal Savings 
and Loan Insurance Corporation is designed ‘primarily for the protection of 
the small account, owners. 

The reason given in Mr. Bent’s statement for seeking the removal of limi- 
tations on the insurance of accounts is to induce large investors such as pension 
fund trustees to place funds in the accounts of insured.savings agd loan associa- 
tions as an indirect means of investing in mortgages. This is clearly a devia- 
tion from the concept of the function of such insurance to protect the accounts 
of small individual savers. 


Broadening of investment powers 


The proposal that the investment powers of Federal savings and loan asso- 
ciations be broadened to permit investments in State and municipal obligations 
and in unimproved land for development and sale would seem to constitute a 
substantial departure from the traditional character of these associations as 
primarily mortgage investment institutions. Moreover, such broadened powers 
could result in a diminished supply of funds available for mortgage investment. 

Government bonds and bonds of the Federal Home Loan Banks and Federal 
National Mortgage Association in which Federal savings and loan associations 
may now invest are readily marketable obligations and serve to provide a degree 
of liquidity in the assets of such associations. State and municipal obligations, 
on the other hand, are not generally readily marketable obligations. 

Neither does it seem that illiquid investments ih unimproved land for the 
purpose of development and sale are a proper type of investment for institutions 
whose primary concern should be the safety of the funds entrusted to them by 
small savers. 

We recognize that a healthy economy is dependent on a sound financial struc- 
ture, and believe that any proposals which could have the effect of diverting 
funds of savings and loan associations into investments which are not con- 
sistent with their: primary function of investing in mortgages would, in the 
long run, adversely affect the whole financial structure of this country. 


uaa Cxark. The hearings will recess until 10 a. m. on Monday, 
May 19 


(Whereupon, at 3: 48 p. m., the subcommittee recessed until 10 a. m., 
Monday, May 19, 1958.) 
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MONDAY, MAY 19, 1958 


Untrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SuBcoOMMITTEE ON Hous#ne, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:13 a. m., in room 
301, Senate Office Building, Senator John Sparkman (chairman of 
the subcommittee) presiding. 

Present: Senators Sparkman, Clark, and Bush. 

Also present: Representative Curtis, of Missouri. 

Senator Sparkman. Let the subcommittee come to order, please. 
We shall get started. Other members of the subcommittee will be 
here shortly, but I think we had better get going. 

Our first witness this morning is Congressman Thomas B. Curtis 
of Missouri. Congressnian Curtis has another committee meeting 
that he needs to get to, so I think we will go ahead, Congressman 
Curtis, in order to accommodate you. 

Mr. Curtis. Thank you very much. 

Senator SparkMAN. We have a copy of your statement that will be 
made available to other members as they come in. 

Mr. Curtis. Thank you, Mr. Chairman. 

Senator SparkMAN. You proceed in your own way. We are glad 
to have you with us. 


STATEMENT OF THOMAS B. CURTIS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MISSOURI 


Mr. Curtis. I first want to thank the chairman -for the opportunity 
of testifying before the committee on this important subject, of ade- 
quate facilities for the aged. 

No subject seems to be receiving more attention today than the 
problems that face our older citizens. _ It is very important that their 
problems receive attention. Indeed, the point has been raised of 
what value has been this increased lifespan given to-us through the 
achievements of our medical and pharmaceutical professions if the 
years added to the lives of our people are to be spent in unhappiness. 

What should be one of the greatest boons to mankind has in some 
respects become a bane. — I believe it is well within our power to give 
the boon real meaning. However, it requires some clear thinking of 
what should be done. What has been done, although done with good 
intentions, has often produced ‘poor results. 

The problem of the aged is to a large degree a financial problem. 
Most older people are on fixed incomes, pensions, social security, or 
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retirements of some sort. Their plans for financing their retirement 
have been thrown out of kilter by two major economic and social 
forces. 

1. Instead of living 10 years they now are living 20 years. This is 
the boon that has become’a bane, because they have not prepared them- 
selves for this financial burden. The cost of staying alive is great— 
unnecessarily great. The drugs and medical care are available, but 
their cost is burdensonie. 

2., Inflation has hit this group of people most cruelly. What they 
had set aside has been cut in half. Although we have sought to alleviate 
this damage through granting double. personal exemptions to persons 
over 65 in our income-tax laws, and in other ways, this has amounted to 
to little for those who get it and has been of no help to those in the lower 
economic brackets who do not have enough income to be on the income- 
tax: rolls. 

One way in which we can help. these older citizens is to analyze with 
some care just what their needs are and see if we cannot provide the 
facilities that are tailored to their needs. What we have been doing, I 
suggest, is trying to convert the facilities that already exist in our 
society to fit their needs or, equally as bad, to distort their needs to fit 
what facilities exist. ‘This does not work, and it is costly. 

Let me illustrate. Older people need more medical attention than 
younger people but do not need constant doctor care, nor do they need 
constant nursing care. Yet, ofttimes, they are confronted with the 
choice of either staying at home or going to a hospital. They do not 
need hospitalization. They need something much less expensive, some- 
thing in between. The result is we tend to overload our hospitals and 
inadequately meet the needs of the aged and unnecessarily burden 
them financially. 

Iam going tomake a confession. I was the first member of the male 
sex to serve on the board of the Visiting Nurses Association of St. 
Louis. I was deeply interested in the work that the visiting nurses 
were doing. I observed how their caseload had changed over the 
years. The primary caseload of the visiting nurses used to be 
instructing young mothers in prenatal and postnatal care, because 
most births took place in the homes and not in the hospitals. Today, 
there are very few maternity cases in the home. In place of maternity 
care, the visiting nurses now find their primary caseload is geriatrics— 
teaching the families of older people in the home how to care for the 
aged person in the home; how to administer a hypodermic shot; how 
to handle other problems of chronic illness or just old age. 

I regret to state that the use of the visiting nurse approach, which 
is so much less costly than the hospital approach and much more suit- 
able, has not received the attention and the development that it should. 
But: it illustrates the point I am trying to make that facilities geared 
to the problems of the.aged should be set up specifically for them rather 
than to try to make the aged problems fit into the facilities we have 
been using for the general society. 

So I come to the specific question at hand—the encouragement and 
implementation of nursing homes designed to take care of the aged. 
As. a matter of fact, the very terminology I am using—“nursing 
homes”—confesses that I am guilty of the very thing I am urging that 
we avoid. What we need is not nursing homes in the traditional way 
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we know nursing homes ‘to be. Nor do, we need old folks’ homes as 
we have known them. We need an entirely new type of facility. It 
may be a village of old folks, such as I have read has been established 
in Arizona. It may be just homes clustered around a medical facility 
that is set up to care for older people. Frankly, I am not certain just 
what kind of facilities we should be talking about. 

And so we come closer to the question at hand. How do we go about 
providing the type of facilities that will most adequately fit the prob- 
Jem of our aged citizens? Do we do it by establishing a commission 
to study the matter, or a congressional committee! All this may help, 
but I suggest that there is a more direct way, a,quicker way, a more 
satisfactory way—indeed, a.way which is being followed to some ex- 
tent in the natural course of events, whether the Government is aware 
of it or not. . 

The way is the private enterprise system. What Government should 
be doing is encouraging what is already coming about. ~ 

So many people misunderstand the private enterprise system. To 
me it is essentially a trail-and-error system, a system which permits 
individual citizens or groups of citizens to follow out their ideas of 
how to sell to or service certain Social needs. The best way I know to 
provide adequate facilities.to the older people is to allow various 
people to go ahead and provide what they think the older people 
would like at the price they can best afford to pay. 

Ninety-seven percent of the riursing homes for the aged today are 
private institutions. These institutions are under State regulations, 
and the regulations are improving as experience with the operation of 
nursing homes grows. All that is needed now is to give some en- 
couragement to private enterprise to move more effectively into the 
area of administering to the needs of our aged people. The Federal 
Government is in a very logical position to do just this through the 
FHA program. 

I am familiar with the testimony of George T. Mustin, the head of 
the American Nursing Home Association, before your committee on 
May 14, 1958. I want to endorse what he has said wholeheartedly. 

I believe that in this area the most can be done for the money to 
assist our older people, and this can be done right now. .The plans, 
thousands of them, are in existence; all they need is financial imple- 
mentation. Why we have not-extended the FHA program to include 
private nursing. homes before now is hard for me to understand. 
These are not fly-by-night operations. They all must qualify under 
State standards. Indeed, the Federal Government through the use of 
FHA funds can encourage the growth of the State-approved 
“Nestorian” facilities—I am coining ‘a new term; Nestor was the 
respected older citizen in .Homer’s “Iliad”—and give impetus: to the 
growth of qualified private facilities for our older citizens. 

I urge this committee to give consideration to amending S. 3497, 
an act to expand the public facility loan program of the Community 
Facilities Administration of the Housing and Home Finance Agency 
or whatever proposed legislation would be most appropriate to in- 
clude. proprietary. Nestorian facilities that meet adequate State 
standards. 

Thank you, Mr. Chairman. 
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Senator Sparkman. Thank you, Congressman Curtis. You have 
given us a very thoughtful presentation. However, having the priv- 
lege of serving with you on the Joint Economic Committee, I know 
that is characteristic of you. 

Mr. Curtis. You are very kind. 

Senator Sparkman. I am glad you.make reference to the testimony 
of Mr. Mustin before this committee, and I may say that I personally 
am greatly interested in the program that he suggests and that you 
endorse. 

In fact, I think our whole committee has demonstrated in the past 
its interest in this question. 

I wonder if you are familiar with the study that our committee made 
about 3 or 4 years ago on the question of aid for the elderly in the 
field of housing ? 

Mr. Curtis. Yes; I am, and I certainly want to commend the com- 
mittee for that study. I think that has given rise to a lot of the new 
thinking that is coming about. 

I might say this, and I should have made it clearer in my prepared 
text: I am really talking about a minimum when I talk about the en- 
couragement of the private institutions. Already encouragement has 
been given through the other sector. It seems to me, though, that is 
the minimum that we ought to be doing, and that is something we cer- 
tainly could be doing immediately while we might be arguing out some 
of these other programs that the Federal Government might get into 
which are a little more controversial. 

In this area, though, I do not believe there would be much contro- 
versy at-all. 

Senator SparKMAN. Help has been extended in various ways to 
the publiely supported. nursing homes. 

Mr. Curtis. That is right. 

Senator SparkmMaAN. And to charitable or nonprofit institutions. 

Mr. Curtis. That is right. 

Senator Sparkman. You bring out the point, as did Mr. Mustin, 
that the overwhelming majority of these homes that care primarily for 
old people are private institutions. 

Mr. Curtis. ‘The interesting thing, Mr. Chairman, and Mr. Mustin 
made this point, too, is the reluctance of our private lending institu- 
tions to finance these projects because they are new. And they are 
almost: what you might call a one-purpose type of loan. In other 
words, the buildings and so on probably would have to be used for the 
purpose for which they were built. There is a reluctance on the pri- 
vate financial institution’s part to lend money in these areas. 

So it is, again, an area where I think the Federal Government could 
do some pioneering to demonstrate that this is‘an area where you can 
make a safe, adequate loan. 

Actually, it has been lack of funds that has prevented the private 
enterprise from going ahead and really taking care of this job. 

I do not think-it is going to cover the whole thing. We are always 
going to have our indigent. But it is certainly true it could cut the 
cost to older people considerably if we went ahead with the proper 
facilities, avoiding the great expense that now most older people are 
confronted with of either going to a hospital or just not being cared 
for when they really do not need full hospitalization. 

Senator SparKMAN. You suggest as one possible vehicle S. 3497. 
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Mr. Curtis. Yes. 

Senator SparKMAN. You realize that has already passed thé Senate? 

Mr. Curtis. Yes, I realize that. 

Senator SpaRKMAN. We have lost control of that. Furthermore, I 
doubt that that would be a proper vehicle. My own feeling is that we 
might very well incorporate it as part of this housing program that 
we are studying now. 

The question in my mind is whether it should be under the direct 
loan program or whether it should be under the FHA insurance pro- 
gram, and, if so, just how we would work it in for the FHA insurance. 

Mr. Curtis. I think again Mr. Mustin pointed out a very good 
thing. He is suggesting that it certainly not be one of these 100 per- 
cent lending propositions. 

Seriator SPARKMAN. In fact, he suggested 75/25. 

Mr. Curtis. I think that is very good, because we do not want to.get 
into this business of caring for our aged people by fly-by-night 
operators. 

Certainly it seems that there are plenty of people who are willing 
to put their money on the line if they could get what should be the 
normal financial backing that other types of enterprise could receive. 
— ree it is new, private lending institutions are reluctant to go 
ahead. 

The Government can well, in my judgment, pioneer in this area and 
demonstrate to the private lending institutions that these are good, 
solid, financial risks and something that can be carried forward. 

There is one other point I would like to make and I would commend 
the American Medical Association for taking the affirmative position 
they have recently taken in gathering together these various organ- 
izations who are concerned in this area and affirmatively proposing 
ideas of how to meet the problems of the aged. I believe the Ameri- 
ean Medical Association approves of this approach in this limited 
area. 

Senator SparKMAN. I believe that is true. As a matter of fact, 
when the committee interested in this first came to see me, a couple of 
members of the committee were connected with the American Medical 
Association and indicated to me that the Medical Association would 
approve this kind of a program. 

r. Curtis. They have apparently been holding meetings and de; 
cided that they wanted to get some affirmative proposals. To.me it 
was very gratifying to see that they have done that. 

In other words, they are suggesting ways of meeting the: problem 
of our aged, and this is certainly, I think, the most important area 
that we could move ahead in. It would be the area that would help 
the older people most financially by having: facilities that actually are 
tailored to meet their needs rather than, as I suggested, taking facil- 
ities that we have in our society and trying to adjust them, which does 
not work, or trying to adjust the needs of our older people to’meet the 
facilities we have. . 

Senator SparKMAN. I appreciate your interest and I appreciate 
your statement. 

Senator Clark? 

Senator Ciark. Just this comment, Congressman. I was very 
much interested in your testimony. We have had a number of wit- 
nesses here who have been concerned about the lack of adequate rental 
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housing. We are giving great encouragement. to building houses for 
purchase, but there is a great need for rental housing. 

Mr. Curtis. Yes. 

‘Senator Crarx. It has been suggested that we ought to make rental 
housing for profit feasible and not just confine it to cooperative rental 
housing. 

Really, your proposition is to encourage individuals and corpora- 
tions to provide rental housing at a profit for a special group, the 
elderly, who are physically handicapped to such an extent that they 
need the facilities of nursing homes. That is about what it comes 
down to, is it not ? 

Mr. Curtis. That is right. Yes. I think that is a fair analysis 
of it. 

Senator Crark. I would think, Mr. Chairman, that if we are going 
to encourage ‘rental housing for other fields this would be a good 
place to start. 

Mr. Curtis. Yes, I think it certainly would. I think it is in this 
area that we all agree the greatest need exists. 

I again say that it is a minimum, because that much we could do, 
and then, obviously, there are going to be areas that would not meet 
the full need because we have the problem of indigency, and where 
we have that we are not going to solve it through this method. And 
then we can see how far we have to go in that area. 

Senator Sparkman. Thank you very much. We appreciate your 
taking time to come over and be with us. 

Mr. Curtis. Thank you. 

Senator Sparkman. Next is Mayor Richard C. Lee of New Haven, 
Conn., representing the American Municipal Association. 

We-have had you with us on other occasions, Mayor Lee, and it is 
always good to have you. 


STATEMENT OF RICHARD C. LEE, MAYOR, ACCOMPANIED BY 
EDWARD J. LOGUE, DEVELOPMENT ADMINISTRATOR, NEW 
HAVEN, CONN., REPRESENTING THE AMERICAN MUNICIPAL 
ASSOCIATION 


Mr. Lex. Mr. Chairman and members of the committee, I represent 
the American Municipal Association. 

I would begin by submitting the AMA’s urban renewal recommen- 
dations which were adopted at the 34th annual congress last December 
in San Francisco. 

Senator Sparkman. Without. objection, the recommendations will 
be included in the record. 

(The recommendations referred to follow :) 


URBAN RENEWAL RECOMMENDATIONS 


25-1. The President is urged to appoint a new advisory committee with full 
representation of mayors and other municipal representatives to study and 
recommend a national, workable program designed to eliminate slums and blight 
throughout America through Federal and local cooperation. (1957) 

25-2. Increased Federal aid should be made available to municipalities for 
slum clearance and urban renewal. (1954) 

25-3. We urge-that the United States Congress enact legislation amending the 
existing urban renewal law by increasing the Federal aid from two-thirds to 
four-fifths of the net project cost. (1956) 
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We recommend that' the. Congress amend the Housing Act of 1949- (as 
amended ) as follows: , 

-25-4. Recognize the long-term needs of urban renewal and authorize a 10 — 
year program with an annual authorization of additional capital grant reserva- 
tion funds of $500 million a year. (1957) 

25-5. Recognize the need for a broadéned approach to permit a greater share 


of the Federal program’s resources to be devoted to redevelopment for commercial 


and industrial purposes. (1957) 

25-6. Permit acquisition of project land at an earlier stage in the ‘Project 
activity than is now possible. (1957) 

25-7. Authorize the Urban Renewal Administration. to accept certifications of 
the local public agency as to local action.taken in meeting the requirements of the 
Federallaw. (1957) 


25-8. We urge that the United States Congress enact legislation amending’ 
the existing urban renewal law to allow capital improvements to become eligible 
for prior approval as local noncash grants-in-aid. (1956) 

25-9. The Congress and the administration are both urged to také all possible 
steps to effectuate more expeditious and efficient processing on the part of the 
Federal Housing Administration of applications under section 220 for mortgage 
insurance on new residual construction in urban renewal project areas, (1957) 

15-10. The American Municipal Association urges the Housing and Home Fi- 
nance Agency to investigate the possibility of greater delegations to the field 
offices by the various agencies of the Housing and Home Finance Agency to the. 
end that the work of these agencies and municipalities can be accomplished more 
expeditiously and economically. (1955) 

25-11. We recommend that all possible steps be taken to obtain maximum 
coordination in the planning and execution of urban renewal and artérial high- 
way projects thus permitting enormous economies in highway right-of-way 
cost through property acquisition and utility relocation by local public urban 
renewal agencies and the minimization of potential blighting effects of limited 
access highways by application of redevelopment programs in areas adjacent to 
such thoroughfares. We recommend immediate and effective action by the 
United States Bureau of Public roads, the Urban Renewal Administration, and 
by State and local highway and urban renewal agencies to develop legislation 
for presentation to the Congress and administrative procedures to accomplish 
such coordination. (1956) 

Mr. Leer. For the first time in the history of our organization, 
urban renewal was designated as the No. 1 priority in our legislative 
program. It is a recognition, I believe, of the growing dimensions 
of the problems which are confronting our cities and the importance 
of urban renewal as a means of combatting it. 

I have been here 3 times before you gentlemen. .When I was here 
in 1956 and 1957, in those days the economy. was booming, and the 
country was in a confident mood about the state of the: Nation and 
our position in the world. Things, to put it mildly, are vastly dif- 
ferent today. We are beset by a serious recession and a substantial 
lack of agreement on what to do about it. 

I would like to say that I feel the committee’s action in originating 
the Emergency Housing Act of 1958 is the single most effective step 
taken to date in combatting. this recession. It.has had a small but 
direct impact on the volume of housing sales and housing’ starts in'the 
New Haven area. 

My general subject today is cities—the shape they are in, what the 
future seems to hold for them, and specifically what the "American 
people should be doing about them through their elected representa- 
tives in city hall, in the State Capitol, and in the White House. 

I would like to begin by presenting a series of questions which I 
intend to answer in as brief'a fashion as possible. 

The first question, of course, is: Are spreading slums and blight 
a serious national problem ? 
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And the answer is yes. There is growing indication that slums and 
blight and their rapid spread well may be tlie most important do- 
mestic problem of our times. The latest report to recognize this 
crucial national significance is the distinguished Rockefeller report 
which was just published entitled “The Challenge to America: Its 
Economic and Social Aspects.” 

The report cites three problem areas in a growth economy, and the 
third is metropolitan areas. The heart of that problem, of course, 
is the blighted urban core. 

I commend to your attention pages 44 to 48 of this report and urge 
that they be placed in the record of these hearings. 

Reasonable’ men, in. my opinion, no longer can differ on whether 
our cities are in trouble. A tour through any one of them, particu- 
larly the older cities in the East, should convince the most skeptical 
that the time for decisive action is at hand. 

The second question is: Is urban renewal the right remedy ? 

And I speak as a mayor with 5 years’ experience when I say that 
it is the right remedy. I am convinced that in urban renewal as it 
has evolved under the Housing Acts of 1949 and 1954 we have the right 
answer and the right.remedy for urban problems. 

Urban. renewal is not'a one-shot remedy.;: It is flexible and adjust- 
able and can be adapted to combat the infinite variety of ways in 
which’ slums and blight show themselves. In this respect, in my 
opinion, it is superior to all previous efforts to accomplish these ob- 
jectives. 

The idea of renewal is the right idea. It is not simple, but we on 
the city level are learning how to use it with increasing skill and 
versatility, and I urge that we keep on improving and refining re- 
newal: as our knowledge and our operating experience grow and not 
seek out some new cure. 

Now,. what is the proper goal of a national urban renewal pro- 
gram ? 
~ We all should be able to agree that slums are a national evil and 
that.we should aim at their total elimination in our own time and not 
in the far distant future. This, it seems to me, is a reasonable goal, 
which rieeds only oné major qualification to make it realistic. The 
program should not be any larger than the demonstrated capacity of 
the cities of America to absorb it. 

Measured. by that standard, we of the AMA find the administra- 
tion’s program seriously inadequate and, in fact, totally unrelated 
to this larger goal. 

In fact, I was disturbed last week to learn that an administration 
spokesman had told your committee that a form of rationing was 
being considered because the cities are ready to start more projects 
than existing funds permit: 

Stripped of all the covering language, this is simply a statement 
that some American slum dwellers are going to have to wait in line 
even though their cities may be ready to do the job. 

And: at. the same time the administration witnesses asked for a 

rogram which would, in effect, guarantee a continuation of ration- 
ing if the program continues to have as heavy demand next year as 
it is having this year. 

Now, what scope should urban renewal be given in the Housing Act 
of 1958 ? 
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That breaks down, in my.opinion, into three subquestions. _ : 

First, program continuity. It has been recognized on all sides that 
urban renewal on:a year-to-year basis will have only, minimum effec-. 
tiveness. AMA favors a 10-year program, so does the committee, and 
soe does Senator Clark’s bill. The administration bill favors a 6-year 
approach. 

enator SparkMAN. Mayor, in your printed statement you say “so 
does the committee print.” When you read it you said “so’ does the 
committee.” 

Mr. Ler. Committee print. Excuse me. Right. 

Senator CuarK. We hope you are right. 

Senator Sparkman. We hope you are right, but we think it would 
be a little premature to say that. 

Mr. Ler. I hope it does turn out that way. I should not have 
omitted that wietdl 

I would like to urge the 10-year approach, because it will put urban 
renewal programing into the same time span as the interstate highway 
system program authorized by the Highway Act of 1956. Urban high- 
ways and urban renewal are intimately interrelated, but it has fallen 
to local govenments to take on the job of coordination, if they can. A 
10-year program will be of great help in this connection. 

oint No. 2: Dollars per year. The AMA advocates $500 million 
per year, the committee bill $350 million, and the administration bill 
substantially less. 

The best testimony in behalf of the AMA came from administration 
sources last month with the admission that right now there is a short- 
age of $190 million in capital grant funds to take care of requests of- 
ficially approved at the local level. Ifthe delays were not well known, 
and if cities were not discouraged from filing for their full needs, 
as I know is the case, the figures would be substantially higher. 

Applications for Federal funds are now running at the rate of over 
$600 million per year. 

AMA’s figure of $500 million is not an exaggeration. ‘Any lesser 
amount in our opinion will lead to rationing and could well result 
in the Federal officials dictating to local officials decisions that have 
been regarded as local matters from the inception of the program. 

Last year the Congress made $350 million available. The Presi- 
dent signed the bill and restricted it to $250 million. Now, of this 
restriction, $50 million has not been released despite the recession and 
the backlog, and despite the recession the Council of Economic Ad- 
visers has still not recommended the release of the $100 million of 
capital grant authority which is put in their discretion. | 

f do not know whether anything can be done about this thwarting 
of the will of Congress, but 1t certainly deserves your close attention. 

The AMA survey indicates ! 

Senator SparkMAN. May I call yer attention to this, Mayor. You 
say you do not know whether anything will be done or not. You real- 
ize that the Administration in its testimony definitely includes the $50 
million as a carryforward for next year ? | 

Mr. Ler. I think that is a mistake, Mr. Chairman. [ think they 
should release it this year. , 

Senator Sparkman. I am not using that as an argument, but it 
seems to me that is pretty good indication they.do not anticipate re- 
leasing it this year. 
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Mr. Lez. Excuse me. I misunderstood your point. Well, I think 
that is wrong, of course, and this is amp that we mayors have 
been arguing about. And when Senator Clark was a mayor he was 
in the same boat. 

I think the AMA survey indicates the need for a $500-million-a-year 
program. It is the best guide we have. But I do believe that the basic 
test of need is the action of cities in putting up their share. And ac- 
cording to our studies the:cities are putting up their $1 a lot faster 
than the Federal people are putting up their $2. 

Senator Crark. Mayor, in my bill I provide for $5 billion for a 
10-year’ period and outline a normal expenditure of $500 million a 
year but provide that that can be increased by another $100 million 
to $600 million in order to keep moving forward as rapidly as appli- 
cations would justify. 

I notice that you say earlier in your statement that applications for 
Federal funds are now running at the rate of over $600 million a year. 
But I wonder how the AMA would feel about that provision in my 
bill. Ido not see that it is mentioned here. 

Mr. Ler.' Well, we have not had a,meeting on it. I will speak for 
myself as chairman of the committee. Hugh Mields is here from the 
AMA. I would say wé would support that. 

Senator Crark. Thank you. 

Senator. SparKMAN. Whatever. amount we have, it would be well, 
do you not think, to provide flexibility ? 

Mr. Ler. I absolutely agree, because as the appetite for the kind 
of program ‘is increased, as there ‘is a greater realization on the local 
level that. urban renewal is the answer to the problems of slums and 
blight, and as more communities, become aware of it and are willing 
to take the calculated risks which are inherent in this kind of program, 
you are going to have a lot more of these programs. There are no two 
ways about it. 

All of New England is beginning to awaken on this. I think our 
State is on fire about’ urban renewal—and on fire is a constructive 
way, not in opposition. 

Senator CiarK. Mayor, you have been in the forefront of this pro- 
gram in' New Haven, and I note in your statement that you indicate 
that applications:might be coming in at a faster rate if the delays 
were not well known. and if cities were not discouraged from filing 
for their full needs. Is that the fact in New Haven? 

Mr. Ler. Well,no. The Senator from Connecticut has just arrived. 
I must say that’ he has been very helpful. We are down here regu- 
larly. We virtually communte. And we have no problem. We 
were down this morning. The reason that we were 5 minutes late 
in getting here was because we were at the URA at 10 o’clock this 
morning discussing several problems. 

Senator CrarK.' But you do think and the AMA people tell you 
that' there would be a considerably higher rate of applications if 
cities were not discouraged from filing for their full needs ? 

Mr. Ler.’ Yes. : I do believe that. The AMA does believe that. 

As to the formula, gentlemen, I personally believe that the one- 
third/two-thirds formula is the best. It puts a heavy financial ‘bur- 
den on the cities, but there is. some hope that more States will follow 
the example of New York, Pennsylvania, Illinois, and, just this 
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spring, Connecticut, m providing State assistance in meeting the 
local share. 

The President’s proposal to reduce the Federal share has been: 
public since last January. So far as I am aware, it has engendered 
no support aside from the administration legislators, and certainly 
there is none in the country at large that we know about. — 

Over the years, as we reach communities less able to participate, 
or other communities which have done as much as they can # ord 
under the present formula and still have not eliminated their'slums, 
I predict that any change in the formula will increase the Federal 
share and not the reverse. 

Senator Cuark. Does the AMA have any judgment as, to ‘what 
would happen if the administration proposal went through and the 
Federal share was decreased? Would that slow up the program? 
Would it have an adverse effect? Or would the cities dig down 
deeper in their pockets and find the additional money ? 

Mr. Ler. I think I will answer the question and add something. 
The AMA policy actually is—last fall they adopted the policy—that 
they want the Federal Genunetins to pay, four-fifths of the share 

rather than two-thirds. And the reason for that, of course,.is the 

plight in which our cities, in America find themselves today: We 
have so many complex problems that, unless we have this Federal 
money, which acts as the coagulant or. the catalyst in this program, 
we are not going to be able to do these things. 

We had a meeting with the President in ‘the White House last May 
about this very subject, and we talked about a program in New Haven, 
with which the Senator from Connecticut, the senior Senator, is very ' 
familiar. It isa program of nearly $50 million, The Federal money 
in the program is the $6.6-million loan and grant, of which only $2 
million I believe is an outright grant. And what this $2 million did 
was this: This was the money which we took to help organize the 
private capital and excite the local community into organizing and’ 
supporting this thing. 

So, with $2 nitider: worth of Federal money which was a grant, we 
were able to organize a program which will mean to our city in new 
construction and, therefore, new taxes: and. new employment, and a 
diversified economic base nearly $50 million. 

Now, if it benefits the city in that fashion,.it means a healthier 
city, and, in turn, it has its effect on the national economy, too, 

Senator Ciarx. I understand that, but the claim is made that the 
Federal Government is carrying too heavy a share of the load and: 
that the cities ought. to dig down in their pockets, and pay more. 
T am interested in getting your reaction as to whether that is financially 
feasible in any of the cities you know anything about. 

Mr. Lex. No, it is not financially feasible. The cities already have’ 
so many problems the solutions to which have been postponed for! 
many, marty years that this would be a burden that would break the 
camel’s back and might well mean, the end of urban renewal in’ 
America. 

I do believe the President has a point when he talks about the 
States pos assistance in meeting the obligation, but in some 
States I think that.the States cannot only step into the program but 
they can also take over some of the cost of the local burden by making 
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the local burden one-sixth instead of.one-third. That was what was 
done in Connecticut, as Senator Bush knows, under the terms of the 
Flood Act in 1955. -And it was a great help to many of the cities in 
Connecticut which were in the floods. 

Senator Crark. Of course, we haye a lot of State legislatures where 
the représentation formula is such that the urban communities are 
pretty badly underrepresented. Have you.found that to be the case in 

nnecticut ? , yee 

Mr. Ler. That is the case, except this is a rather extraordinary deyel- 
opment in Connecticut. Our legislature’is rural dominated, as are 
most legislatures, but, Senator, the great thing was in this last session 
that the legislation which was introduced in urban renewal and passed 
was introduced by the Republicans in the House, which is the rural 

‘section of our. legislature. It was a very pleasant and totally unex- 
pected development. . 

The next question I would like to raise is: How well is the urban 
renewal program being administered ! 

‘And I would say that'there are many ways to judge this question. 
The GAO approach emphasizes maximum caution at the sacrifice, 
many, times, of the program itself. 
_ We mayors are interested in quick action, and we judge the Admin- 

_ istration on how long it takes them to approve our plans ‘and. how 
long their regulations add,to the time of preparing and completing 
a project. | 
, at .judged on this basis. the URA has shown a. very considerable 
improvement in, the past year, and I wish to congratulate Mr. Cole 
and Mr. Steiner.and Mr. Jagger'on what has been accomplished. But 
I want to emphasize that there is still very considerable room for fur- 
ther improvement. 

The next question is: Are there-any defects in the law which are 
delaying the execution of urban renewal projects? 

The answer is yes. All of us-who work closely with the program on 
the local level feel that something. must be done to permit property 
acquisition much earlier in the life of.a project than is now possible. 

All of the bills before you provide for some improvement. Our 
staff has examined’all these provisions and believes that section 102 
of Senator Clark’s bill would be most helpful although the committee 
bill and the Administration bill eacli would make some improvement. 

The requirements today are so rigid that a detailed urban renewal 

lin must be completed and approved before acquisition. can begin. 
ore often than.not, this detailed plan has to be revised once the 
process of land disposition begins. RE 

More important, perhaps, is. the harmful effect on an area which is 
marked for renewal. but where renewal might not get underway for as 
much as 3 to 5 years or even longer. This has an adverse impact not 
only on such an area but.on the urban renewal program as well. 

Guretion 7: What can be done about commercial and industrial 
blight ? 

Tevcaké say very honestly and frankly I am disturbed to see not 
only the Administration but some members of the committee are wash- 
ing their hands of this problem for two reasons: 

irst, that industrial and commercial clearance and redevelopment 
is profitable to a local community, and no Federal grant is therefore 
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required. That may be true in some isolated cases, but I know. of no 
study which supports this thesis. s 
_ Second, that industrial and.commercial clearance and redevelop+ 
ment is-too far removed from housing 'to be a proper part of a pro- 
. gram which basically is housing oriented. — et a 

Now, this is simply not so. The single most important cause of 
blight outside the hopeless slum areas is caused by the improper mix- 
ture of industrial and commercial uses with housing, or by the flight, 
of commerce and industry from blight into sound residential areas.. 
In my own city of New Haven I can give case after case which will . 
prove this to be true even. to the most casual observer. pt aE . 

A healthy city is not just housing. It is a lot of other things, in- 
cluding trade and commerce and industry. Mie cena us 

Now, industry and commerce have to go someplace, and their out- 
ward movement along arterial streets is-destroying untold quantities 
of standard housing. Cities have a responsibility to resist with sound * 
zoning ordinances, vigorously enforced. And,this.is what many of | 
us are doing. But, however, there must be a place‘in the city for new . 
ne and new commercial development.if the city is to remain 

ealthy. he bs biriats 

The , ossible place is thé obsolescent industrial and commercial 
buildings which are standing today. , of at 

Federal aid for urban reiewal of this kind will do much to invigorate 
our older cities, , ; ae 

T am not suggesting there should be no limitation on such projects, 
because there should be. But instead of 10 percent of total, capital 
grant funds it should be 20 percent, and the requirement of a substan- 
tial amount.of housing should be eliminated. 

“Senator Ciark.* Mayor, I guess these percentage figures are largely 
matters of empirical judgment. ' I put 15 percent in.my bill. Can. 
you give me a little argument as to why it should be increased to 20% 

Mr. Ler. No, I think I would call on Mr. Logue to give you an argu- 
ment. I have my development administrator; Mr. Logue, here with 
métoday. Thisishisspecialty. . Cah. 

Mr. Logue, would you care to enter a statement into the record 

If you do not mind, Senator. ! 

Senator SparkMAN. No, that is all right. -You have identified him 
for the record already. Come right up, Mr. Logue. ; 

Senator Ciark.' I can testify from personal knowledge that Mr, 
Logue knows his business. yd 

Mr. Locus. I am not sure I know-right off the top of my head the 
right answer to that question, Senator, but I do believe that the 10 
percent is almost exhausted. These projects are—— 

Senator Ciarx. There is $27 million left. | ik 

Mr. Locus. But the scramble for it in the regional offices is making 
it almost impossible to parcel out on a regional basis. 

We do not know that 20 percent is the right answer, but we do know 
that 10 percent is entirely inadequate, and 15 seems just to close to 
10. Theamount of money is not that much different. 

Of course, 20 percent of $350 million and 15 percent of $500 million 
get to be about the same thing. 

As much as in the percentage we are interested in seeing this sub- 
stantial-housing requirement eliminated. ‘That leads sometimes to 
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including areas which do not belong in, and it does not let the job 
that needs to be done be done. 

Senator Sparkman. Thank you very much. 

Allright, Mayor Lee. 

Mr. Ler. Senator, the next question I think is almost the most im- 
portant question that we face in a city with projects already underway 
in commercial sections or sections which have commercial developments 
in them. The question is: Are we doing all that we reasonably can 
be expected to in the way of assistance to business relocation ? 

Most emphatically we are not. 

This is where the greatest hardship falls today, and I think every 
Senator who represents a State where there is urban renewal knows 
this is the kind of thing which he gets the most mail about. _ 

Most businessmen realize they should not oppose progress, but they 
are unhappy at the extra.expenses that are caused which: they do:not 
get reimbursed for under existing legislation. 

We have done a great deal of business relocation in New Haven. - We 
have set up a business relocation office, even though in the early stages 
of this it was not required under the act, and out of our experience I 
would like to make two suggestions. 

The first is that a city sliould get a lump sum grant based on $3,000 
per businessman displaced and-be allowed discretion to pay according 
to need—some businesses less than this and some more. There are 
some serious hardship. cases which could be handled in this fashion 
without raising the costs all along the line. 

Now, the point of that in the present law is $2,500. That is the 
ceiling. If you have a little tailor shop and you have to move and it 
costs. $300, fine, but if you have a ‘printing shop, as we had in the 
Oak Street project, as you may remember, Senator Bush, it costs 
$30,000 to move, and this man is penalized. 

What we are saying is we should be allowed to set up a pool into 
which the leftover from the man who costs $300 to move can be put, 
and when we.run into this print shop problem, this man is properly 
reimbursed, and not penalizéd because the city wants to grow and 
rebuild its tax base. 

The second point is that loss—— 

Senator Busn. Would that not present some awfully difficult deci 
sions to you there ¢ 

Mr. Ler. I do not think so, Senator. I think we could set up a 
committee of substantial. citizens in a community, people of integrity, 
whose recommendations weuld be screened by New York, and I think 
it would create more good will than any single thing which we could 
do as far as businesses are concerned. 

We have a big project in New Haven now, a 96-acre project, which 
is a’‘commercial project, as the Senator from Connecticut knows, in 
the heart of downtown New Haven. If this legislation were in exist 
ence now, Senator Sparkman, we would have no problem. 

I do not. like to oversimplify, but I think it is as simple as that. 

Senator Busu. I think you have made a good point there about the 
citizen participation. I would just like to say at this point in the 
record that that is one of the most signifieant things about the devel- 
opment in New Haven—the way that the citizens have been brought 
into this thing by the mayor by the establishment of a very, very large 
organization. What is the name of that, for the record? ~ 
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Mr. Lee. Citizens’ action committee. 
ace Busu. Citizens’ action committee. There are some 800- 
gic people on this committee, in all walks of life. So that it has tre- 
mendously broadened the base of interest and support, and this has 
resulted in overcoming many of the difficulties that one might well 
run into with a narrower base of support. . 

Senator Ciark. I would like to interject the comment that I am in 
complete accord with my friend from Connecticut about this wonder- 
ful job that is being done in New Haven. The mayor was kind enough 
to ask me up there a year or.so ago to speak before the citizens’ action 
committee, and. everything that Senator Bush has said about it is 
certainly true. I think the mayor and the citizens of New Haven 


deserve the as possible. crédit, for what they have done. 


I would like to point out, however, that this is happening. in eity 
after city all over the ¢ ountry. 

I took some testimony on behalf of this subcommittee in both Pitts. 
burgh and Philadelphia last December, and the Greater Philadelphia 
Movement in Philadelphia and the Allegherry Conference and Action 
Housing, Inc., in Pittsburgh are doing exactly the’ same thing, in 
those cities that. is being done in’ New Haven by the citizens’ action 
committee. I think that is-one. ofthe most healthy recent. develop- 
ments in this whole urban renewal program and ought to’ give our 
committee the courage to take a pretty long and brave new step 
toward advancing the } program, 

I am particularly pleased, Mayor Lee, that. you'g gave such emphasis 
to this question of business relocation, because whether it was Port- 
land, Maine, or Philadelphia or Pittsburgh, wherever we went in the 
field, we found this question of business relocation one. of the ‘most 
serious bottlenecks.and ‘creating some of the most serious injustices 
in connection with the administration of a program. . 

I remember, Mr. Cliairman, botli-in our committee last year and 
when we finally got to conference with the other body that there did 
not seem.to be any very deep understanding of how seriéus this ques: 
tion of business relocation was and how completely inadequate a con- 
demnation award is to make a fellow who has to niove out, of an urban 
renewal area anywhere nearly whole. You.are just beginning to'take 
care of him when-you give him fair value for his land. 

I am glad to see you.emphasize this, and I would like to reiterate the 
emphasis for the record at this point. 

Mr. Ler. Thank you. : 

Both Senator Bush and. Senator Clark, I am’ grateful for your 
comments about New Haven. 

I would like to say that this has particularly relationship to tenants, 
who have all kinds of problems, especially when the lease demands 
that they fix up the property to suit their needs and they are pot 
reimbursed for it. This. causes a particular hardship. 

I have been speaking in different parts of the-country, or renews) 
and redevelopment, particularly throughout New England, and. I 
usually have a question-and-answer period following my remarks. 
Almost every single time the first question is: “What about, this 
problem of the cost of relocating, and why isn’t it more, and. why 

can’t something be done.” 

In city after city where there is rénewal this actually has’ been 
the No. 1 question everywhere. 
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Senator Busa. Mr. Chairman, may I ask a question on this point 
of relocation ? 

Senator Sparkman. Yes, Senator. 

Senator Busu. Have we in New Haven made any payments to help 
relocate except as provided by the Federal Government ? 

_ Mr. Lez. No, we — not, Senator. 

Senator Busu. Has the State been of any particular assistance? 

Mr. Lex. No, sir. 

Senator Busu. They have not made any contribution ? 

Mr. Lexx... They have not. 

Mr. Logue can correct me on this, but what we have done, Senator, 
in New. Haven, is we have integrated the highway program in the 
fashion we have recommended in this bill. We have worked with the 
State so that in the plans of the highway, when they build highways 
through New Haven, we integrate their planning with ours, so that 
the highways are built with regard for our local problems. The high- 
ways in our town have been integrated so they help wipe out slums, so 
that they serve our central business'district, so they do not create slum 
problems. 

But, unfortunately, when the highway department comes in, they 
just come in, and these people have to get out, and they have a. real 
relocation problem. . 

Is that correct, Mr. Logue? 

Mr. Locus. That is not only true for businesses but for families. 
There is no provision for family relocation in the Federal Highway 
Act and no provision for business relocation. So that you can have 
in the two halves of the same block both projects involving substan- 
tial Federal moneys—treatment under the urban renewal program for 
farnily and business relocation, even though the business is limited, 
and under the Federal: Highway. Act of 1956 no treatment at all. 

Senator Busu. What has the State done in cénnection with the dis- 
location resulting from the highways?) Anything? 

Mr. Lez. Nothing, Senator. And what we have done is we have 
made up for the State. We have felt that even though these people 
who are in the path of the highway program, since it is a State project, 
are not our légal responsibility, we have a moral responsibility because 
they live in our community.’ So, when we set up our business and 
tenant relocation offices, what we have done is to help them relocate 
each time. We have found them places in which to live and places in 
which to set up their businesses. 

Senator CiarK. Yes; but you cannot pay them any money; can you? 
Mr. Ler. We do not pay them, any money; that is correct. 

There should be two things in the Federal funds on highways. One 
is that they should do something about helping them relocate finan- 
cially. Secondly, they should accept the legal responsibility for reim- 
bursing the city or the town which does the relocation job. 

The second point under this same thing is loss of good will should be 
recognized as a relocation expense in addition to moving. For the 
hard-pressed merchant forced to start up in a new location the loss of 
many years of good will can be the most serious hardship of all. 
Senator Crark. I think, Mayor, that is more important with the 
smaller businesses than it is with the larger. 

Mr. Lez. That is right. 
Senator CrarK. Like the corner grocery. 
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Senator Busu. Mr. Chairman, was that not taken into account in 
the last bill? ° 

Senator Crarx. My recollection, Senator, is that we considered it 
here, and what we did, I thought, was pretty mild. When it got te 
conference it was knocked out. 

Senator Busu. I thought this committee took favorable action on it 
last year. 

Senator Sparkman. That.is my recollection. ' I am reminded, how- 
ever, that there was nadarelle opposition to it expressed by the 
administration on the ground that they simply could not administer it. 

Mr. Ler. Well, I think it could be administered in the same fashion, 
Senator, that we would propose to administer this.payment beyond 
the $3,000 maximum—by a committee of citizens, outstanding citizens, 
whose every decision would be screened by New York. . 

I think this is a very serious problem for the small merchant. 

Senator Cirark. Mayor Lee, I do not think some people reading the 
record will know what you mean: when you say “New York.” 

Mr. Ler. I mean the housing and home finance agency in New York. 

I would like to say this: What most people fail to realize is that 
the smaller merchant in any area has his'business based on habit pat- 
terns which are developed over the years, and I think that the average 
merchant has a good case when he says if he is forced to move a thou- 
sand yards from his present location that’ his business will decline. 
I think that is true to a certain extent. 

But I do believe that there should be some responsibility for recog- 
nizing that, 80 that this gentleman who has been in one location for 
20 years or 25 years or 30 years, when he does move, is compensated 
for that so he can launch a kind of program to bring back to his store 
the people who traded with him a thousand yards away. 

Senator CLark. That would apply to things like the small groce 
concerns, to restaurants where there is a clientele that has been built 
up in a neighborhood. 

Mr. Ler. Toa shoe store. 

Senator Ciark. Toa dry cleaner or a pants- pressing establishment. 

_ Mr. Ler. Exactly. 

. Senator CiarxK. All the small businesses built up on good will along 
Main Street. 

Mr. Lez. Exactly right. ; 

Senator Ciark. They are going to ‘have serious: loss of good will, 
are they not ? 7 

| Mr. Les. Exactly right. And we are in the midst of setting up a 
relocation program right now. We are talking to our merchants: in 
the Church Street program, and we have proposed to them to work 
out a small commercial park of about 6 acres where we are going to 
take the’ bulk of these. merchants, relocate them in this commercial 
park. They are going to put 3 percent of their gross into community 
advertising so that they will acquaint the community with the fact 
that they have moved 500 yards southeast of where they were so that 
the public when they come downtown will reajize that this block has 
just moved about two blocks. 

It isa very important thing. 

Senator SpARKMAN. Mr. “Mayor, in going back to this good will 
feature, I believe what happened last year—Senator Bush, you were 
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asking about this—was that, as I recall, the subcommittee recom- 

mended an allowance ‘to the full committee, but the full committee 

declined to accept the recommendation. I believe it ended with that. 
Allright,sir. Goahead. 


Mr. Ler. Question No..9.: Is the public housing program doing the . 


job that needs to be done ¢ 

Millions 6f low-income American ‘families in all parts of the 
country cannot’ afford..to buy or rent. housing of-minimumi decency, 
I bélieve all Americans have a stake in getting these. families out 
of the-slums and into decent housing in good neighborhoods. | So far, 
private enterprise has not been able to provide such housing. 

I think we must face,the fact that public subsidies are required in 
the public interest. However, I also think we must face the fact that 
changing urban patterns have made large-scale public housing proj- 
ects entirely obsolete. 

We need public housing; but we need it in small projects of 25 to 
50 units. I personally like the scattered approach with new housing in 
Atlanta and rehabilitated housing in Philadelphia, particularly if 
provision is’ made’ for eventual purchase of such units as the low- 
invome family is able to do so. : 

I ask, your committee ‘to encourage the PHA to engage in and 
support more of these new kinds of projects and to make whatever 
changes in the law are necessary to accomplish them easily. 

Senator Ciark.. Before: you get off that paragraph, what is the 
status of public housing,in New Haven? Do you have a need for 
further public housing? And are you going to be able to meet the 
need. out of the existing authorization / 

Mr. Lez. No. We.do havea need for more public housing. ‘We are in 
the process now of getting ready to build 150 units of moderate rental 
housing. We have accomplished the relocation problem out of Oak 
Street. with, good success, but we liave 600-odd families in the path of 
Church Street program, and then. in the path of the Worcester Square 
program; which ‘is now being reviewed in New York, we have some- 
thing like 2,000 families. It may be even more. 

Senator Cuark. Does not this relocation from both urban renewal 
and the highway program’ face you up to the fact that there is not 
any real answer to where to put many of those people except in public 
housing? Whereelse are you going to put them ? 

Mr. Lee. I think that is'true. 

I would like to see in‘'New Haven, if I may be parochial, Senator, 
some cooperative housing sometime, where the people who are able 
to afford a small down payment can buy an apartment and build in an 
area like Worcester Square. I think the income level is high enough 
in our city where they might be'able to do that. And that, of course, 
would be preferable to public housing. 

But that still would need some State legislation in order to make 
it attractive enough to an investor. 

Senator Ciark, Are you not going to run into family after family 
where the income is $3,000 a year or less and they are not going to be 
able to afford even State-subsidized moderate housing ? 

Mr. Ler. I agree. They cannot afford even a $500 deposit. 

(Question No. 10: How adequately is FHA performing its assigned 
role in urban renewal—the section 220 and 221 programs? 
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Although much progress has been made in the past year, there is 


‘still evidence that these programs are step- -children in the overall 


FHA pro ram. 

"We had an auction for a-section-220 project in May 1957, a:year 
ago—May 12, to be exact. I-hope we will break ground this summer— 
15 months late,» The mortgage application, after all the preliminaries, 
was only filed in Hartford this morning. And other cities have had 
. the same experience. 

You in this committee want us to include housing in our reuse plans. 
We in the cities are eager to have such, housing. But you cannot 
expect ‘us 'to-seek section-220 housing if it mieans ‘tying our urban Te- 
“newal projects into knots. . We have to show results, and, thus far, 
section 220 is of no help. 

Senator CLarK. Now, why ? ", 

Mr. Ler. Well, red tape, ‘for one thing. Fifteen months from the 


' time of the auction which the URA wanted. Ard we had a difference, 


as a matter of fact, after we had set the price of the land, the beginning 
price of the auction, at $750,000. “When we.sold the land at auction, 
‘we sold it for $1,150,000. And then the FHA wanted to give us a 
mortgage commitment for only $750,000, which was the beginning 
price of the auction, even though the land sold for $1,150,000. 

Senator Ciark. That trouble is administrative, not legal, is -it:not ? 

Mr. Ler. Yes. 

Senator Ciark. Then is there anything about the section-220, pro- 


- gram that you think the Congress ought todo? Or isthis primarily a 


matter of better methods of administration in HHFA ? 

Mr. Lee. This is my next paragraph, Senator, I would suggest that 
a special unit be set up for section 220 directly under Mr. ‘Cole. . It 
could call on FHA-for needed technical services, but it would be able 
to make decisions quickly on housing for urban renewal projects. 

This is a subject, as a matter of fact, on which we had a meeting this 
morning at 9 o’clock with the URA. 

There are toomany good points in the.section- 220 program to throw 
it away Or ignore it because it is too much trouble -to handle. 

Senator Chark. Now, as I understand it; you have not specific legis- 
lative recommendation-on section 220? : 

Mr. Ler., I have none—unless Mr. Logue wanted to make an addi-. 
tional comment. Do you? 

Mr. Loeur. Well, I think that our experience, Senator Clark—Com- 
ing down on the train yesterday we were very pleased and cheered to 
see four buildings in the North Triangle project. But I think that is 
5 or 6 years old. To get the construction through 

Senator Crark. Of course, it is pretty expensive. housing, too. 

Mr, Locur: Well, a lot of section-220 stuff is. But our concern is 
that every single time that we have had to'take another step forward 
in the Oak Street apartment housing project we have had to get, in 
effect, a special task force formed out of Washington to go either to the 
regional office or to the Hartford district office to move it along. 

This is the only section-220 project in the whole State of Connecti- 
cut. They are not familiar with it. It requires a specialized ap- 
proach. Because section 220, no matter how big it is, is still just a 
drop in the bucket in the overall FHA operation. 
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Frankly, we feel it is lost there, and this administrative change, 
which would require a change in the law, we think would make quite 
a bit of difference. 

Mr. Ler. If I can conclude the point on the section 221 program, 
essential to the success of the section 221 program is the adoption of 
the $12,000 ceiling and the remoyal of the requirement of special local 
consent. With these two changes, which I understand are supported 
on all sides, we may see some section 221 construction on a significant 
scale. 

Senator Ciark. You have not had it yet, have you? 

Mr. Lexx. No. 

Mr. Locur. No. 

Mr. Lex. That concludes what I would like to say on the legisla- 
tion before you. 

I would like to add this final comment on urban renewal as it 
relates to the recession. 

Urban renewal in New: Haven—and I must be parochial about this 
for just a couple of minutes; I can speak only for New Haven—is 
proving a real help, because it is in the construction stage. Our 
urban renewal activity and.the public projects connected with them 
today in New Haven account for 1,500 jobs in the construction indus- 
try, which support a payroll at the rate of $11 million a year. And 
off the site there are three jobs for each job on the site. 

With the projects we have underway, this activity will continue 
and expand for at least 5 years, and by next May there will be 2,500 
jobs. in New Haven on this program, with an annual payroll of 
approximately $18 million. 

f think that is certainly a real answer to the recession, at least from 
our standpoint. 

More important for the future economic stability of our city, we 
can look to the permanent jobs which will be provided in our new 
commercial center and all the new uses which are now being built. 

Urban renewal should stand on its own merits. It is absolutely 
necessary if American cities are going to be able to be lived in in the 
years ahead. 

As presently administered, urban renewal cannot be too effective 
as an, immedite stimulant to the Nation’s economy. But this does 
not have to be, the case.’ If the regulations and procedures were dis- 
carded and new ones were adopted designed to carry out urban 
renewal as a top priority antirecession program, it could be done. 

To give you an example, it took us two dozen detailed maps and 
30 pages of reports and months and months of tedious work to prove 
according to the regulations that our Oak Street area really was a 
slum. As any citizen of New Haven could tell you, a walk through 
the-area was all the doctmentation needed. 

And, as a matter of fact, in 1910.a report by a city planning group, 
headed by a man named Olstedt, called Oak Street a slum 48 years 
ago. 

Urban renewal administered as a crash program could work won- 
ders for the economy. I think it is worth a try, and I hope you gen- 
tlemen will consider it. 

I am honored to be here this morning. I deem it a privilege to be 
able to testify, and I thank you for the wonderful help you have 
initiated for our cities in the past. 
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I would hope you will provide us with the help which added to our 
own can clean the slums and blight from the face of America. 
Senator Busu. Mayor, you mentioned Oak Street toward the end— 


is it not true that you made a lot more rapid headway. with, the 


Oak Street was sort of a pioneer thing in the State really ? 

Mr. Ler. It was. 

Senator Busu. I think there was not the facility of moving ahead 
which has been developed since then. 

I would think that from what one has seen in New Haven and 
other cities in the State too, now the projects have been speeded up | 
considerably—approving plans for urban renewal. Is that true or not 
in your observation ? 

Mr. Ler. Well, I would say, Senator, that in part it is true. The 
Church Street program, however, is a project where one of the 
reasons that we were able to do so well-on it—I do not mean to pay 
you any compliment which is not deserved—was the help that you 

ave. But at the beginning of our Oak Street program—the Oak 
street. program goes back, I believe, to 1951—we got no action, as 
hard as we worked on the thing. I think the first building we de- 
molished was in February of 1957, which was 6 years from the time 
that we began the program. It was 3 years from the time—or 314 
years from the time I came into city hall with urban renewal and 
redevelopment as my prime target. 

Would you like to add to that, Mr. Logue ? 

Mr. Locur. I was thinking about the Church Street project. Our 
experience in Worcester Square is, for a variety of reasons, not as 
happy, as you know. But even in Church Street we had our approval 
last June. We have yet to tear down our first building, and we will 
not begin construction until next spring I guess, next May. | 

Senator Busu. What are the reasons for that ? 

Mr. Locur. For one thing, we were not allowed to get our second 
set of appraisals until the loan or grant contract was actually executed. 
We could not get the title-searching work done, could not-get negotiated 
prices approved and start to buy. 

For another, we were not exactly encouraged to make a contract 
with the sponsor which would give him something he knew he could 
tie onto until we had the loan or grant. 

So that it is a tendency, Senator, if I may put it this way, to take 
these important steps one at a time instead of all together. The URA 
is improving that, but I think they can do still more. : 

Senator Busn. I had forgotten the precise details of the 1954 legis- 
lation on urban renewal, but it gave it a big push forward as I recall. 
And I think it was about that time that the mayor came in to New 
Haven. You remember we had a meeting up at the State.capitol and 
presented the changes in the law and what was really offered. It seems 

to me that right then in our State generally there began a vigorous 
interest in it, and things have moved ahead since then. 

This was partly due, I believe, to changes made in the Jaw in 
1954. Is that not true? 

Senator Sparkman. Yes. We rewrote the law in 1954 based upon 
the experience that we had gained under the 1949 act. 

Senator Busu. Which had resulted in very little urban renewal 
going on. 


Church Street program than with the Oak Street? In other words, 
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Senator Sparkman. Not a great deal, because there was such a 
big time lag. 

- Senator Busn. Yes, . . 

Senator Sparkman. But we had moved along as far as we could. 
We saw what some of the bugs were, and. we tried to take them out 
in 1954. : . ai 

Mr. Lex. I would like to make this comment, Mr. Chairman. In 
my 414 years as mayor, I think on the level of the Federal agencies 
there is a failure to recognize that the contribution which we make 

on thé local level is all-important and tremendous in the success of 
this program. | 

Now, I do not mean to say for.1 minute that we are regarded 
suspiciously and that every act is suspect and that we are looked at 
overtly by.the Federal people.’ But the point is this: The real prob- 
lems in this program are on the local level, and who knows more 
about solving these problems or who knows more about these prob- 
Jems than the*people in the communities themselves? We are the 
ones who liave to organize the local support for this. We have to 
organize the risk capital. We have to.do the job with private enter- 
prise. We have to tamper with people’s habit patterns. We have 
to.take the calculated risks that rebate into this program. 

And we feel that if we aré willing to do all these things as mayors 
that we should be treated as adults by the FHA and HHFA when 
it comes to the Federal’ participation, which in our opinion would 
mean that a lot of this red tape and prolonged interchange from one 
office to the other could be eliminated. 1 

Senator Busu. Mr, Chairman, I would. like, apropos of some of 
the mayor’s testimony, to ask consént to include in the record here or 
at the conclusion of his testimony three bills that were passed by 
special session of the general assembly in Connecticut just recently. 

One authorizes the State to pay one-half of the local share in con- 
nection with urban renewal projects. The second authorizes the State 
to pay one-half of commercial or industrial redevelopment projects 
for which Federal} help is not available. 

The third enables the State Development Commission to provide 
technical assistance in‘the preparation of capital improvement: pro- 
grams by the cities. 

These three bills may be of some interest to the Senators and others 
who may read this record. 

Senator Sparkman. They will be included. 

(The bills referred to follow :) 


[March Session, 1958, Substitute for House Bill No. 70] 
Pusiic Act No. 24 
AN AcT PROVIDING STATE FUNDS FOR REDEVELOPMENT ASSISTANCE 


Be it enacted by the Senate and House of Representatives in General Assem- 
bly convened: 

Section. 1, It is found and declared that there exist in the municipalities of 
the State substandard, insanitary, deteriorated or blighted areas, that the 
existence thereof is impairing and arresting the sound growth and development 
of said municipalities and is inimical to the public health, safety, morals and 
welfare of the inhabitants of the State, that said municipalities are unable 
to rehabilitate such areas without State financial assistance as provided by this 
Act, that the granting of such assistance is a public use and purpose for which 
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public moneys may be expended and that the necessity in the public interest for 
the provisions of this Act is hereby declared as a matter of. legislative 
determination. 

Sec. 2. The State, acting by the Connecticut Development Commission, may 
enter into a contract with a municipality, acting by its redevelopment agency, 


- for State financial assistance for a redevelopment or urban renewal project 


under chapter 55 of the general statutes, in any redevelopment area or urban 
renewal area in such municipality, as defined in’ said chapter; provided such 
project shall have been approved for advances for surveys and plans by the 
Federal Housing and Home Finance Agency under title I of the Federal Hous- 
ing Act of 1949, as.amended, and provided a contract. between the municipality 
and the Federal Government for a Federal capital grant-in-aid shall not have 


. been entered into prior to the date of passage of this Act. Such contract may 


provide for financial assistance by the State in the form of a State grant-in-aid 
equal to one-half of the excess of the cost of the project as determined by the 
commission over the Federal grant-in-aid thereof. 

Sec. 8. The aggregate amount of State grants-in-aid, for redevelopment and 


urban renewal projects in accordance with the provisions of this Act shall not 
exceed ten million dollars. 


Src..4. To provide funds to meet State. grants-in-aid under assistance agree- 


ments entered’ into under section 2 of this Act, the treasurer is directed, subject 
to the provisions of section ‘108d of the 1955 supplement to the. general statutes, 
to issue bonds of the State to an amount not exceeding ten million dollars. 
The bonds shall be issued at such times and in such amounts as shall be 
determined by said commission. All temporary notes and all renewals thereof 


issued by the State in anticipation of the issue of said: bonds shall. mature 


within three years from the date of the first of said notes to be issued. The 
full faith and credit of the State of Connecticut is‘pledged for the payment of 
the principal of and the interest on said bonds and notes. 

Sec. °5. Section 363d. of the 1955 supplement | to the general statutes is 
repealed and the following is substituted-in lieu thereof:: No town and no 
municipality coterminous with or within such town shall incur any indebtedness 
through the issuance of bonds which shall cause the aggregate indebtedness 
of such town and of all municipalities coterminons with and within such 
town to‘exceed, ‘exclusive of the fair market value of bonds, notes and. other 
intangible assets placed’ in the sinking funds of such town and of such 
municipalities, five per centum of the last-completed grand list of such town 
Provided, however,. That in determining the aggregate amount of bonds which 
may be issued for urban renewal projects and purposes other than sewers and 
school building projects as defined in section 1 of number 593 of thé Publie 
Acts of 1957, such aggregate indebtedness; exclusive of indebtedness for sewers 
and school building: projects, nay equal but not exceed seven per centum of 
such grand: list, and in determining the. aggregate amount. of bonds which 
may be issued for sewers and purposes other than urban renewal and school 
building projects, such aggregate indebtedness, exclusive of indebtedness for 
urban renewal and school -building projects, may equal but not, exceed eight 
per centum of such grand list, and in determining the aggregate amount of 
bonds which may be issued for school buidling projects and purposes other 
than urban renewal projects and sewers, such aggregate indebtedness, exclu- 
sive of indebtedness for urban renewal projects and sewers, may equal but 
not exceed ten per centum of such grand list, but in no event shall such 
aggregate indebtedness for purposes other than urban renewal projects, sewers, 
and school building projects exceed five per centum of such grand list. Bonds 
causing such aggregate indebtedness to exceed five per centum of such grant 
list may not be isSued for any purpose unless approved by the State tax com- 
missioner. In computing such aggregate indebtedness, there shall’ be excluded 
each. bond, note and other evidence of indebtedness issued in anticipation 
of taxes or issued for the supply of water, for the supply of gas, for the 
supply of electricity, for the construction of subways for cables, wires, and 
pipes, for the construction of underground conduits for cables, wires, and pipes, 
and for two or more of such purposes; each bond, note, and other evidence of 
indebtedness payable solely out of the proceeds of assessments upon property 
specifically benefited by any improvement and such, part of each bond, note 
and other evidence of indehtedness issued for the purpose of defraying the 
cost of building or improving any road or bridge or section thereof under 
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the provisions of section 1497, revision of 1980, as shall represent the share 
thereof to be paid by the State. 

Sec. 6. The Connecticut Development: Commission is authorized to make 
and enforce reasonable regulations to effectuate the purposes of this Act 
and to determine the allocation of State financial assistance herein provided 
for among the municipalities of the State on the basis of their respective needs. 

Seo. 7. The development commission may designate an administrator to 
administer the provisions of this Act according to the regulations and policy 
prescribed by the commission, including the execution of contracts on its behalf 
as authorized in section 2of this Act. . 

Sec. 8. Net earnings on investments of proceeds, accrued interest and prem- 
iums on the issuance of such bonds shall be used first by the treasurer for 
the payment of expenses: incurred in connection with their issuance. 

Sec., 9. This Act shall take effect from its passage. 





[Substitute for House Bill No. 69.] 
Pus.ic Act,No. 8 


AN Act Provipine State FINANCIAL ASSISTANCE FOR LOCAL COMMERCIAL OR 
INDUSTRIAL REDEVELOPMENT PROJECTS. 


Be it enacted by the Senate and House of Representatives in General Assembly 
convened: 


Sec. 1. It is found and declared that there exist in the municipalities of the 
state substandard, insanitary, deteriorated or blighted areas, that the existence 
thereof is impairing and arresting the sound growth and development of said 
municipalities and is inimical to the public health, safety, morals and welfare 
of the inhabitants of the state, that said municipalities are unable to rehabilitate 
such areas without state financial assistance as provided by this act, that the 
granting of such assistance is a public use and purupose for which public moneys 
may be expended and that the necessity in the public interest for the provisions 
of this act is hereby declared as a matter of legislative determination. 

Sec. 2. The state, acting by the Connecticut development commission, may 
enter into a contract with a municipality, acting by its redevelopment agency, 
for state financial assistance for a redevelopment or urban renewal project under 
chapter 55 of the general statutes in any redevelopment or urban renewal area 
in such municipality as defined in said chapter, provided (a) the area is to be 
redeveloped for predominantly commercial or industrial reuse, (b) the project 
for redéveloping the area does not. qualify for federal grants-in-aid provided by 
the housing act of 1949, as amended, by reason of its present use or proposed reuse. 
The contract shall provide for a state grant-in-aid equal to one-half of the net cost 
of the project as determined by the commission. Any such contract shall provide 
that no state grant-in-aid shall be made until the municipality shall have appro- 
priated to its redevelopment agency the funds required for the local share of the 
net project cost. 

Sec. 3. The aggregate amount of state grants-in-aid for redevelopment and 
urban renewal projects in accordance with the provisions of this act shall not 
exceed five million dollars. 

Sec. 4. To provide funds to meet state grants-in-aid under assistance agree- 
ments entered into under this act, the treasurer is directed, subject to the provi- 
sions of section 108d of the 1955 supplement to the general statutes, to issue 
bonds of the state to an amount not exceeding five million dollars. The bonds 
shalt be issued at such times and in such amounts as shall be determined by said 
commission. All temporary notes and all renewals thereof issued by the state 
in anticipation of the issue of said bonds shall mature within three years from 
the date of the first of said notes to be issued. The full faith and credit of the 
state of Connecticut is pledged for the payment of the principal of and interest 
on said bonds and notes. 

Sec. 5. Section 363d of the 1955 supplement to the general statutes is repealed 
and the following is substituted in lieu thereof: No town and no municipality 
coterminous with or within such town shall incur any indebtedness through the 
issuance of bonds which shall cause the aggregate indebtedness of such town and 
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of all municipalities coterminous with and within such town to exceed, exclusive 
of the fair market value of bonds, notes and other intangible assets placed in 
the sinking funds of such town and of such municipalities, five per cent of the 
last-completed grand list of such town; provided, however, that in determining 
the aggregate amount of bonds which may be issued for urban renewal projects 
and purposes other than sewers and [purposes other than] school building proj- 
ects as defined in section [988d] 1 of number 593 of the public acts of 1957, such 
aggregate indebtedness, exclusive of indebtedness for sewers and school build- 
ing projects, may equal but not exceed [eight] seven per cent of such grand 
list, and in determining the aggregate amount of bonds which may be issued 
for sewers and purposes other than urban renewal and school building projects 
[and purposes other than sewers], such aggregate indebtedness, exclusive of 
indebtedness for [sewers] urban renewal and school building projects, may equal 
but not exceed [ten] eight per cent of such grand list, and in determining the 
aggregate amount of bonds which may be issued for school building projects and 
purposes other than urban renewal projects and sewers, such aggregate indebted- 
ness, exclusive of indebtedness for urban renewal projects and sewers, may equal 
but not exceed ten per cent of such grand list, but in no event shall such aggregate 
indebtedness for purposes other than urban renewal projects, sewers and school 
building. projects exceed five per cent of such grand list. Bonds causing such 
aggregate indebtedness to exceed five per cent of such grand list. may not be 
issued for any purpose unless approved by the state tax commissioner. In com- 
puting such aggregate indebtedness, there shall be excluded each. bond, note and 
other evidence of indebtedness issued in anticipation of taxes or issued for the 
supply of water, for the supply of gas, for the supply of electricity, for the con- 
struction of subways for cables, wires and pipes, for the construction of under- 
ground conduits for cables, wires and pipes and for two or more of such pur- 
poses; each bond, note and other evidence of indebtedness payable solely out 
of the proceeds of assessments upon property specifically benefited by any im- 
provement and such part of each bond, note and other evidence of indebtedness 
issued for the purpose of defraying the cost of building or improving any road 
or bridge or section thereof under the provisions of section 1497, revision of 1930, 
as shall.represent the share thereof to be paid by the state. 

Sec. 6. The commission may make advances of funds to local redevelopment 
agencies for up to seventy-five per cent of the cost of surveys and plans in prepara- 
tion of projects which may be assisted under this act, and the contracts for such 
advances of funds shall be made upon the condition that such advances of funds 
shall be repaid out of any moneys which become available to such agency for the 
undertaking of the project or projects under this act. In no event shall the aggre- 
gate amount of such advances be greater than one and one-half per cent of the 
amount authorized and appropriated for the purposes of this act. 

Sec. 7. The Connecticut development commission is authorized to make and 
enforce reasonable regulations to effectuate the purposes of this act and to deter- 
mine the allocation of state financial assistance herein provided for among the 
municipalities of the state on the basis of their respective needs. 

Sec. 8. The development commission may designate an administrator to admin- 
ister the provisions of this act according to the regulations and policy prescribed 
by the development commission, including the execution of contracts on its behalf 
as authorized in section 2 of this act. 

Sec. 9. Net earnings on investments of proceeds, accrued interest and premiums 
on the issuance of such bonds shall be used first by the treasurer for the payment 
of expenses incurred in connection with their issuance. 

Sec. 10. This act shall take effect from its passage. 

Certified as correct by 
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{| House Bill No. 71] 
Pustic Act No. 18 


An Act ProvipING For CAPITAL IMPROVEMENT PROGRAMING ASSISTANCE TO 
MUNICIPALITIES 


Be it enacted by the Senate and House of Represenatives in General Assembly 
convened: 

Section 1. As used in this act, “capital improvement program” means. a 
priority schedule of any and all necessary municipal capital improvements 
projected for a period of not less than 6 years and so prepared as to show the 
general description, location and estimated cost of each individual capital im 
provement and including the proposed method of financing; ‘capital improve- 
ment” means a major improvement or betterment of a nonrecurring ‘nature to 
the physical plant‘of the municipality as differentiated from ordinary repairs or 
maintenance of a recurring nature and “municipality” shall include a city, 
town or borough. 

Sec. 2. The Connecticut’ development .commission is authorized to make 
available technical assistance to any municipality for the purpose of preparing 
a capital improvement program as‘ herein defined for such municipality. The 
development commission shall adopt rules of procedures and. methods of ‘provid- 
ing, such technical assistance.’ Such assistance shall be rendered upon con- 
tractual agreement between the development commission and the contracting 
agency of the municipality. . Within the limitations of -the amounts appropriated, 
the development commission may provide up to three thousand dollars for the 
State’s share of any such contractual agreement to any one municipality but in 
no case shall the development commission provide more than 50 per cent of the 
total cost of preparation of such capital improvement program. 

Sec. 3. Any municipality may receive technical assistance from the Connecti- 
cut development. commission for the preparation of a capital improvement pro- 
gram as defined herein. The legislative body of the municipality by resolution 
shall designate an appropriate agency of the municipality to prepare the capital 
improvement program, appropriate the necessary matching funds and authorize 
such agency to contract with the Connecticut development commission for teeh- 
nical assistance therefor as herein provided. . If such municipality has a plan- 
ning commission operating under the general statutes or special act, such 
planning commission shall be designated to be the contracting agency for such 
purposes. 

Sec. 4. There is appropriated to. the Connecticut development commission 
the sum of $100,000 for the period ending June 30, 1959, for carrying out the 
purposes of this act, said sum to be available immediately. 

Sec: 5. This act shall take effect from its passage: 

Certified as correct by 





Legislative Commission. 





Clerk of the Senate. 


Clerk of the House. 





Approved—————_——_—_—-, 1958. 


Governor. 

Senator CrarK. I would like permission to file with the record an 
article from the “Saturday Evening Post,” entitled “He is Saving 
a ‘Dead’ City,” by Joe Alex Morris, which gives in some detail the 
progress made under Mayor Lee’s leadership in rebuilding New 
Haven. 

Senator SrarkMan. Without objection, that will be done. 

(The article referred to follows :) 
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He:Is Saving A “DEAD” City 


pO OLD CITIES HAVE TO DIE? CONSIDER HOW THE YOUNG MAYOR OF NEW HAVEN IS 


IS BULLDOZING HIS “BLIGHT-RIDDEN” TOWN OUT OF STAGNANT PAST INTO A HAND- 
SOME NEW FUTURE 
By Joe Alex Morris 


As mayor of the Connecticut city of New Haven since 1954, Richard Charles 
Lee has assiduously devoted himself, to violating certain fundamental rules 
for success in a political career.; He embarrassed and angered many yoters— 
including some prominent citizens and at least two red-faced city officials—by 
having the police tow away their’ automobiles for illegal parking. He made 
it impossible to ‘fix’ a traffic ticket: .He described New Haven as a decaying 
community and. widely publicized the disgraceful fact that 10,000 disease-carry- 
ing rats infested a single street in the center of the city. Hée hounded wayward 
property owners into -paying back taxes that had been owing for as long as 
15 years. He fired city employees and a few appointed officials for loafing, and 
abolished patronage jobs with salaries totaling $102,000 a year. Then he 
raised his own salary from $10,000 to $18;000 and boosted expenses of the 
mayor’s office from $20,000 to $78,000 annually: On top of all this, he waged 
a running battle with the town’s only newspaper owner, John Day Jackson, who 
has long been a powerful figure in local affairs. 

That kind of politicking, as any party hack could—and did—tell Mayor Lee,, 
is not recommended as the way to win a popularity contest at the ballot box. 

But, preposterous as it may seem, when the voters of. New Haven went to the 
polls last November they. re-elected Lee for a third term by a record-breaking 
plurality of 23,000, and the totals. were hardly counted before Democratic leaders 
in Connecticut were hailing him as the hottest new political figure in New Eng- 
land and urging him—in vain—to be a candidate for the United States Senate 
in 1958. 

Lee has done a great deal more than merely irritate certain citizens of New 
Haven. Indeed, he has given the whole community a kind of gargantuan civic 
“hot foot” that has touched off a burst of activity and enthusiasm such as had 
not been seen since the Puritans sailed into the harbor in 1637. He has ex- 
pounded vigorously the idea that America’s older cities can and must renew 
themselves by a coordinated rebuilding program designed to assure the economie 
future of the community as a whole. And he has sold-the vast majority of citi- 
zens on such a grandiose plan for redevelopment of the dreary, run-down heart 
of the business area, as well as other blighted sections of the city, that official 
delegations now come from all parts of the country to find out ‘how New Haven 
has been able to set the pace in civic redevelopment under the National Housing 
Act of 1949. 

One of the first things the visitors learn-is that a determined mayor is a key to 
urban renewal. The 42-year-old Lee. is a complex, tightly wound worry wart 
with an appealing personality—the map of Ireland:is written all over his face— 
and an ability to combine public-relations techniques with the art of political 
leadership. A poor boy who never got to college, 5 feet. 7 inches tall and weighing 
140 pounds, Lee has developed into a reasonable facsimile of an ivy league prod- 
uct. He has closely cropped, light brown hair, an informal manner and an easy 
way of wearing well-tailored tweed jacket and slacks. 

But there is much more than campus sophistication—of which, in fact, he has 
very little—behind his serious eyes and‘his pugnaciously firm jaw. His face, 
which pops out from billboards, newspapers, brochures and television screens 
with remarkable regularity, reflects a combination of sober determination and 
youthful eagerness that would do credit to the All-American Boy 20 years later. 
A man with a sincere desire to serve and impatient to get on with the job, Lee 
fairly exudes honesty, ambition, aggressive énthusiasm and the kind of self- 
contidence that his foes are inclined to mistake for egacentricity. 

Fortunately, the mayor also knows how to laugh at himself. Not long ago, 
when he was feeling particularly self-satisfied, he happened to encounter a shop- 
keeper for whom he had worked briefly as-a boy. The man had been away for 
several years. Lee, with the politician's customary enthusiasm, asked many 
questions about his travels and his business experiences. Finally his former 
employer interrupted to inquire solicitously, ‘And how about you, Dick? What 
are you doing these days?” 

When Lee recovered from the shock to his feelings of importance, he quipped, 
“T’ve got a temporary job at city hall.” 
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The youthful mayor has established himself as a capable administrator, with 
an ability to appoint able assistants, a knack for getting people to work together 
and a willingness to accept good ideas no matter where they may have originated. 
His success, however, springs basically from a remarkable ability to sell—to sell 
ideas, to sell people on their own ability to implement ideas and to sell himself as 
the catalyst of community progress. 

Most politicians would have shied away from the obvious dangers of a pro- 
gram for tearing down and rebuilding 138 acres in the heart of a city of 165,000— 
a revolutionary plan for halting the movement. of business away from blighted 
area toward the suburbs. But Lee, with considerable courage and an excellent 
sense of timing, made redevelopment of the city’s original business center the 
springboard for his career. 

He had the public-relations technique needed to glamorize the normally unex- 
citing problem of city planning. Whenever Lee opened a new school building 
or even a playground, he described it as a part of the redevelopment program— 
thus emphasizing to pleased parents the direct benefits they derived from the 
overall plan. He had an arrangement with slum-clearance wrecking crews to 
knock down imposing tenements only when he could be present with distinguished 
out-of-town visitors and news photographers. He even called meetings of all 
the city’s taxicab drivers, lectured them on the aims of the redevelopment pro- 
gram and appointed them “ambassadors,” with the duty of propagandizing 
visitors on the future glory of New Haven. 

Such activities tend to keep Lee in the publicity spotlight, but they only par- 
tially illuminate his complex personality. He has an easy, boyish smile, but his 
temper flares easily, too, and dies down just as rapidly. He is sensitive to 
criticism and can develop a slow burn—usually in private—when he believes 
somebody has done him wrong. But ‘fundamentally he is a practical organiza- 
tion politician who knows the importance of ringing doorbells, attending wakes 
and shaking as many hands as possible at every opportunity. He enjoys the 
prestige of office and the long black limousine that goes with it. He is pleased 
that he can address President A. Whitney Griswold, of Yale University, as 
“Whit,” and that he is one-of the few non-Yale men who belong to the famous 
private eating club known as Mory’s. 

Although the mayor likes to spend his evenings in his modest home with his 
wife and small daughter, all comfortably ensconced in easy chairs with their 
feet propped up and their shoes off, he seldom really relaxes. His drinking 
is limited to a rare half bottle of beer. He chews on the stem of a pipe, 
but smokes very little. He works long hours, and even when he is on vacation 
he telephones his office frequently. He has few diversions except the theater 
and football games, and if the telephone rings with disturbing news during the 
evening—as it often does—he may stay awake most of the night worrying and 
planning. 

On the other hand, he can make a carefree gesture when necessary. Not 
long ago, he led two airplane loads of New Havenites to inspect redevelopment 
projects in Pittsburgh. On the homeward trip, the motor of one plane caught 
fire and it had. to turn back to Pittsburgh. This made passengers on Lee’s plane 
nervous, and the tension increased when fog prevénted them from landing on 
schedule. The plane circled for a couple of hours. When the nerves of some 
passengers seemed near the cracking point, Lee walked back to a member of the 
party,.Harry Cohen. Everybody was watching. 

“T’ve just made a big. decision,” he said in a loud voice. “We've got to ap- 
point another assessor in New Haven and at least five guys have been trying 
to get the job, including Harry Cohen, I am now appointing a new assessor, on 
the theory’ that it won’t matter anyway if this plane doesn’t get down pretty 
quickly. * * * Harry, hold up your hand and be sworn!” 

The tension was broken. By the time the laughter and the shouts of approval 
had died out, the plane was heading in for a safe landing. 

Lee’s restless ‘drive, his ambition and his preoccupation with civic betterment 
stem from his personal experience and the recent history of New Haven. One 
of the oldest American settlements surrounding a magnificent green, the city 
was once an important industrial and shipping center as well as the home of 
Yale University. The decline of its industry and harbor, which began in the 
19th century, was well along by March 12, 1916, when Dick Lee was born in 
a second-story flat on Starr Street. It was not a slum, but didn’t miss by any 
wide margin. Dick’s father worked in a factory and $13 a week was his aver- 
age pay. Dick attended St. Mary’s Parochial School and worked at all kinds 
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of odd jobs—errand boy at the rectory, pin boy in a slum-area bowling alley, 
newspaper delivery boy and attendant at mass at the county jail. He was so 
neat and orderly that he probably set some kind of world record as the only 
boy whose mother, on her own testimony, never had to pick up after him. 

When older, Dick worked in grocery stores, where he put into practice his 
mother’s advice that the way to get ahead was to do a little more than was 
expected of you, and do it with a smile. The customers liked him and a digni- 
fied city officeholder once patted him on the head and made the usual windy 
remark, “My boy, with your industry you’ll be mayor someday.” Dick took 
him seriously. In fact, he was and still is inclined to take almost everything 
seriously. 

When Dick was 17 his father died. His mother worked several days a week 
in a factory, his sister got a job and, after finishing high school, Dick went to 
work full time in a grocery store. Eventually, one of his customers, Mrs. BE. B. 
Harvey, arranged for him to talk with the managing editor of the Journal- 
Courier and, after brazenly claiming he was a good typist, the boy became a 
$16-a-week reporter. 

For the next 5 years he covered every kind of news beat, got a thorough edu- 
eation in the intricacies of municipal government and became known from the 
water-front political clubs to the stately halls of Yale as a hurrying little fellow 
who greeted everybody with the same question: “What’s new? What’s new?’ 

In 1939 the Democratic chairwoman of the 17th ward asked Lee, who was 
barely old enough to vote, to run for alderman, and he was easily elected. It 
was an era of social ferment and Lee teamed with another young Democratic 
alderman, Max Schwartz, to sponsor many new dealish proposals, most of which 
were promptly voted down by older members of the board. The young men 
did attract attention, however, and Lee was appointed a member of the city 
planning commission. At one time he also was the only Democrat among a 
dozen Republican members of what was euphemistically called a “nonpartisan” 
charter revision committee. This disparity of numbers merely intensified his 
aggressiveness, and he later remarked dryly that “all in all, it was an equitable 
distribution” of strength. 

Meanwhile, Lee quit the newspaper, borrowed $200 to take a 2 weeks course 
in community affairs at Northwestern University and became associate secre- 
tary of the chamber of commerce. Among other things, he organized a junior 
chamber of commerce—of which he later ‘was president—and persuaded Jack 
W. Schaefer, author and former local newspaperman, to address 400 leading 
citizens at the charter banquet. The speaker shocked his audience by declar- 
ing New Haven had “run out of power” and was stagnating, Most of the én- 
raged listeners forgot these remarks as quickly as possible, but they stuck in 
Lee’s mind and eventually influenced his actions. 

Lee’s career was interrupted in 1942, when he was inducted into the Army, 
but he was a total loss to Uncle Sam. He worked. hard at being a soldier, but 
he also came down with measles, had a bout with pneumonia and. developed 
a peptic ulcer. His weight dropped to 106 pounds and the Army discharged 
him in the spring of 1948 with thanks. When he got home he found his job 
had simply. disappeared. While he was waiting rather petulantly for arrange- 
ments to be completed for a different job with the chamber, he was offered the 
editorship of the Yale News Digest by Carl Lohmann, secretary of Yale. Lee 
accepted reluctantly. It turned out to be a long step forward in his career. 

Lohmann was a wealthy, cultured and rather remarkable man, a founder of 
the famous Yale Whiffenpoofs, an expert on art and gardening, a master of 
heraldry. His social prestige was such that the university was. sometimes 
called. the Holy Lohmann Empire. He became Lee’s mentor and friend, 
smoothed his way with the faculty, lunched with him at Mory’s, acclimatized 
him to an ivy league background and opened his eyes to many new vistas, 
including a better concept of his home town. For the first time, Lee saw New 
Haven not just as an industrial town coming apart at the seams, but as a 
unique part of the national culture. 

Lee did a good job for Yale. In 1944 he became director of the Yale News 
Bureau and built it up from a one-man job to a staff of five reporters and 
photographers and a dozen undergraduate assistants. He kept the university 
discreetly but persistently in the news. 

In 1947 there was talk of Lee's running for mayor, but the Democratic 
leaders vetoed the idea, and their candidate lost the election. The next year, 
Lee married Ellen Griffin, a Massachusetts girl working in the News Burean., 
after a courtship so quiet that their colleagues didn’t even know they had 








514 HOUSING ACT OF 1958 


been going steady. In 1949, Democratic leader John Golden and State Senator 
James P. Geelan backed Lee and he was nominated for mayor at the age of 33. 

This was the start of a political nightmare for Lee. He waged a lively 
campaign,’ won the support of thousands of independents, brought out a record- 
breaking vote of around 70,000 and—due to dissension in his own party—lost by 
712 ballots. Two years later, with a campaign chest of about $75,000, he was 
again the Democratic nominee in a rough, mud-slinging contest that turned the 
town upside down for weeks. One evening late in the campaign Lee made 
talks to two groups of voters gathered in rooming houses on Oak Street, 
the worst slum in town.’ The appalling conditions inside the houses left him 
physically ill. He staggered to the curb and vomited. It was an experience 
he did not forget. , 

Near the end of the campaign Lee’s daughter, Sally, was born. . He missed 
a couple of nights’ sleep and his ulcer, later removed by surgery, kicked up. 
He was ordered to bed for 4 days, but recovered in time to stage a whirlwind 
finish in.the campaign. He lost the election by the unbelievable margin of 2 
votes. 

He took defeat hard, announced he was through with politics, told Yale he 
was quitting to accept a job in business, changed his mind and decided to 
stay with the News Bureau. ‘But no more politics! In 1953. 5,000 independent 
voters signed a petition asking him'to-run:again. A few nights later Mrs. 
Lee was knitting after dinner in the living room and her husband was chewing 
the stem of his pipe and,;worrying. He kept ‘talking about the speech in which 
Jack Schaefer had said New Haven was stagnating, about Lohmann’s views of 
New Haven’s historical significance—and most of all. about the conditions 
he had seen in the Oak Street tenements. 

Mrs. Lee finally interrupted.: “You'll never be satisfied unless you try again,’ 
she said. “You'll always wonder. Get it. out of your system.” 

The Democratic Party was far. better united in 1953, thanks largely to efforts 
of Arthur T. Barbieri, who later became direvttor of public works. Lee 
decided to conduct a high-level campaign calling for.a comprehensive program 
of city planning, an issue that did not excite many voters. He kept hammering 
at it, but .with no. particular success: until ‘the Republican administration 
made the tactical error of defending its record of city planning. Lee replied 
that there ‘had been plenty of planning, but ne action. The debate stirred up 
interest. Many businessmen were becoming concerned about the city’s future. 
Perhaps it was time for.a change. Once the hall got rolling, everybody seemed 
to work up a fever over city.-planning. Volunteer campaign workers rang 
doorbells madly and an‘ incredible 86 percent of the registered voters cast 
76,022 ballots on-election day. Lee became the forty-fourth mayor of the city 
by a margin of 3,600 votes. 

As a skilled public-relations expert, the néw mayor made the most. of his 
opportunity. He announced that he intended to be the first “full-time” chief 
of the city government, and later he appointed two “deputy” mayors—director 
of administration: Heman Averill and. development co-ordinator Edward C., 
Logue.. He also launched an action program that exploded political firecrackers 
under the citizenry almost every. day. Many of his “reforms” had been started 
or proposed by: the previous administration, but Lee, vigorously carried them 
through or, expanded them. He hired a traffic expert and firmly backed up his 
proposals to speed the tangled mass of automobiles in the streets during rush 
hours.: .He: reorganized. everything from the public works department to the 
bookkeeping system to provide more efficient service with reduced personnel. 
Modern machinery made possible 10 times as much street-repair work as in 
the past. A central city hall switchboard saved $43,000 a year. He abolished 
police substations and installed .a modern police and fire-alarm system. A 
handsome new wing was built on the city’s dilapidated home for the aged. 
Construction of school facilities and playgrounds was speeded up. In all, Lee 
abolished many jobs and’ made important economies, but then promptly hired 
more people and spent ‘more money to improve and expand city services. It 
was of great political importance, however, that he did not raise the tax rate. 

All of these things, and’ many others, Lee did’ with maximum publicity. The 
opening, for example, of a $35,000 animal shelter ordinarily would have at- 
tracted no more attention than any other new dog pound. But Lee turned 
it into an exciting event for the whole city by putting the most appealing of 
the homeless critters on a regular Sunday television program. As a result, 
crowds of children and parents flocked to the shelter after each show and more 
than 1,700 dogs have been adopted. 
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Lee’s big job, however, was quite a different matter. He had promised to 
name a nonpartisan citizens’ committee to deal with redevelopment, to study the 
problem of the city as a whole—everything from slums to an overall traffic 
pattern—and to conserve the historic past while building for the general eco- 
nomic future. This did hot seem too difficult at first glance. 

It was important, for example, that the chamber of commerce had been cam- 
paigning vigorously for a comprehensive 10-point plan for the redevelopment of 
the New Haven harbor and commercial areas, and had pushed through the first 
basic water-front improvements. Previous administrations also had worked 
hard on some phases of thé problem. and in 1941 the city planning commission 
had hired Maurice E. H. Rotival, then a Yale professor, who drew an excellent 
overall design for redevelopment of New Haven. It provided for rebuilding a 
large blighted section of the central area near the green in order to stop move- 
ment of new business away from the heart of the town. It called for wide, 
sweeping highways on which thousands of cars could move easily into the 
city by way of the water front and be dispersed in the business district. 

On paper it was a wonderful plan. Putting it into practice was exceedingly 
difficult. The Federal Government, under the National Housing Act, would 
lend money to buy and.clear .blighted areas for resale to private investors and 
would make grants to cover two thirds of the net cost. In addition, and 
luckily for Lee’s plans; the State of Connecticut was building a new turnpike 
that would provide a-handsome water-front gateway to New Haven, very much 
as Rotival had. envisioned... But there remained the huge problems of con- 
demning property, moving hundreds of families and long-established businesses, 
tearing down blocks. of old buildings and finding investors with large resourtes 
to do the rebuilding. There was, too, the danger of stepping on the toes of im- 
portant citizens whose interests would be involved. It all seemed impossible 
and for months the mayor couldn’t even persuade any businessmen to serve on 
his proposed citizens’ committee. Apathy.was setting in again. In the early 
summer of 1954, redevelopment—on which Lee’s political future hinged—was 
running out of steam. 

The mayor never quit plugging and finally he got a break. The new State 
turnpike provided, almost as a. gift, the gateway into the business district. 
But it also promised to dump some 80,000 automobiles a day into the traffic 
that was choking downtown streets. Rotival had proposed to solve this prob- 
lem by tearing down the Oak Street slums and building a giant connector high- 
way that would permit a controlled traffic pattern for the whole city—dispeérs- 
ing automobiles to various downtown streets and carrying through traffic swiftly 
to the outskirts. Lee grabbed at the Oak Street connector as a léver to break 
the redevelopment log jam. If he could sell the State Highway Commission 
on building the $15 million connector the way would be opened to push the 
whole, co-ordinated program of city rénewal. 

The commission, however, wasn’t interested in New Haven’s traffic problems. 
Its engineers also pointed out a major obstacle—the Southern New England 
Telephone Company had purchased property for a new office building in the 
path of the proposed connector. Far from discouraged, Lee went to work on 


the company’s officers, sold them on his program and’ persuaded thém to trade ° 


their land for another site adjacent to the connector. He had his own‘engineers 
prepare detailed surveys showing the merits of the connector. He returned again 
and again to the highway commission to argue that it was the duty’of the State 
not only to build fast roads but to be concerned with their. effect on a city’s 
traffic pattern and on a city’s economic future. By October, almost a. year after 
Lee took office, State Highway Commissioner G. Albert: Hill; a Republican, an- 
nounced that the State would build the Oak Street connector. 

Although previous administrations had done much to prepare the’ ground, 
this key victory was engineered almost singlehandedly by Lee. Meantime, led 
by officials of the chamber of commerce, community support for redevelopment 
was being organized.. Banker Carl Freese agreed to become chairman of a 
citizens’ action commission—he was later succeeded. by telephone-company- 
president Lucius 8. Rowe—and_ some of the most influential leaders in the city 
were formed into a hard-working executive group. Yale University offered. its 
facilities. Eventually, the CAC was expanded through advisory committees to 
include some 600 citizens drawn from every section of the community. Most 
important, Lee named Ed Logue to co-ordinate all phases of redevelopment and 
gave him power to make decisions and keep things moving. 

“We learned—and all cities doing this will learn—that it is essential to have 
a co-ordinator with power to get things done,” said Frank O’Brion, a banker 








516 HOUSING ACT OF 1958 


and chairman of the redevelopment agency... “You also have to have courage in 
city hall.” ; 

Once the program got moving it picked up speed under Lee’s skillful direction. 
The official hearings on acquisition of land for the Oak Street project made 
newspaper headlines. A parade of police, fire and. health officers, a judge and 
other officials fascinated a big audience ‘with their accounts of the evils of the 
slum—far more arrests, more prostitution, more fires, more murders and more 
juvenile delinquency existed there than in any other district. 

But approval of slum clearance was only a start. Lee squeezed a maximum 
of propaganda out of each step of his campaign to build up community pride 
in the overall program for city renewal. Even the 10,000 rats infesting Oak 
Street' were’ photographed and publicized when eradication crews routed them 
out prior to demolition of the tenements. More than 800 families were aided in 
finding new homes and the Nation’s first business-relocation office was set up 
to secure new sites for some 300 stores and small factories. A New York-Boston 
syndicate paid $1,150,000 for 10 acres of former slums and agreed to spend 
another $8 ‘million to build three apartment houses. Another syndicate con- 
tracted to invest $700,000 in a 16-store shopping unit with off-street parking. 
The telephone company announced that.its new $10 million building would 
provide space for 2,500 employees and 400 automobiles. By the time the 42-acre 
Oak Street slum had been, demolished, the project represented investments 
estimated at $40 million. ° 

Taking advantage of the new spirit and the willingness with which the CAC 
buckled down to hard work, Lee pushed other phases of the co-ordinated .pro- 
gram. In all, four areas were concerned, but it was the second stage, known 
as the Church Street project, that was most vital... This involved redeveloping 
a principal street and ninety-six acres stretching from the green to the water 
front at an estimated cost, of $85 million... Plans called for the demolition of 
most of a large blighted area, making: Church Street a spacious thoroughfare 
and modernizing the heart of the city. There would be a 16-story hotel, a big 
retail-shopping’ area, ‘a restaurant overlooking the green,.a new bank, parking 
on several levels for 3;000 ‘automobiles,, apartment houses, a new junior high 
school, a new modern market on the harbor.and a'19-acre commercial park. 

Oak Street was transformed by a Federal loan of $4,114,000, a grant of 
$2,536,000, State expenditures of over $14 niillion, private investments of around 
$21 million, and city expenditures of* only $600,000 in cash and $670,000 in 
capital improvements. Church Street would cost’ more—a $25,749,000 Federal 
loan, ‘a $13,276,000 grant, a $2 million State-built market, around $7 million for 
city parking facilities, .private investments of around $34 million and some 
$508,000 in ‘cash and $2,905,000 in capital investments by the city. In all, the 
city was to spend $1,108,000 in cash and $3,575,000 for capital improvements for 
both projects. It was estimated the annual tax income fromthe land. would rise 
from $505,000 to $1,480,000. Property values also would go up sharply. 

This looked like a bargain for’a city supposedly dying on its feet, and the 
Board of Aldermen enthusiastically approved the Church Street project. It was 
also approved in Washington, and a New York syndicate informally agreed to 
invest $34 million in the new hotel and shopping center. Barring catastrophe, 
New Haven was to be the pace-setter'in the gigantic task of renewing America's 
aging cities. 

While almost everybody in New Haven approves of some kind of redevelop- 
ment, by no means everybody approves the Lee administration. The New Haven 
Register has persistently fought him politically and raised many sharp ques- 
tions about whether the city has bitten off more than it can chew. The Re- 
publicans. have attacked Lee for reckless spending, raising the city’s bonded 
debt by $7 million to $22 million and “hoodwinking” the public by claiming taxes 
are no higher despite increases in tax assessments. They also said the mayor 
was too cocky, that he was dictatorial and secretive and that he grabbed credit 
for what others had done. “What this city needs,” said a Republican campaign 
placard, “is better government and less hoop-la !” 

Lee certainly has spent more money. The budget is up from $16 million to 
$21 million, but revenue also is up and new construction was at a record level of 
$33 million in 1957. “As for personal attacks on Lee,” a Democratic leader 
remarked, “‘you only have to remember one thing: after all the cards were on 
the table he was re-elected in 1957 by 23,000 votes. In this town, that means an 
awful lot of Republicans voted for him.” 

The fact that the big Church Street project will be in a critical stage of nego- 
tiating private investments for the next few months has greatly complicated 
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Lee’s political future. The mayor was very strongly urged to seek the Demo- 
cratic nomination for United States Senator this ‘spring with the backing of 
political leaders and prominent independents, who were apparently in a position 
to assure his success. After a long, worrisome debate with his conscience, 
‘however, Lee decided to pass up what seemed to be a rosy political opportunity 
in favor of finishing what he had started in New Haven. He announced that 
he would not be a candidate for higher office this year. 

Lee’s future political prospects are impressive, particularly if he can success- 
fully continue the city’s redevelopment program. His reputation for achieve- 
ment has spread far beyond New Haven to all parts of Connecticut and to other 
States. He is young as politicians go, and he is ambitious. Regardless of how 
the chips fall, the future promises plenty of excitement both for Lee and for 
New Haven.. . 


Senator Sparkman. Thank you very much, Mayor. You have 
always been helpful, as you are on this occasion. 
Mr. Ler. Thank you, sir. 


CM 


Senator Sparkman. I believe you made reference’ to certain pages 
of a report that you should like to have included. Those will be 
included in the record. 

Mr. Ler. Thank you, sir. 

(A. portion of the Rockefeller report referred ‘to by Mr. Lee 
follows :) 

THe “ROCKEFELLER Report” 
THE CHALLENGE TO AMERICA; Irs EcoNoMIC AND SocraL ASPECTS 


IV. PROBLEM AREAS IN A GROWTH ECONOMY 

A, Agriculture. 

B. Transportation. 

©. Metropolitan -areas. 

The metropolitan problem has been called the major*domestic problem of our 
times. But the Nation as a whole has not awakeried to its gravity. The piece- 
meal approach to date is inadequate and self-defeating. Many programs now 
cancel each other out or have results opposite to those intended. 

Since there is every reason to assume that urban or suburban living will char- 
acterize American life in the decades ahead, it is_imperative that our metro- 
politan areas provide an environment favorable to economic growth and to the 
eultural and social enrichment of the lives of our citizens. 

There is nothing essentially new about the metropolitan problem except its 
magnitude. A half century ago, our cities were expanding as a result of great 
migrations from abroad. “Then,.as now, people were drawn by the hope of get- 
ting a foot on the economic escalator, of sharing more fully in America’s abun- 
dance. It was out.of such hopes and aspirations that our country was built. 

Today, many of those who have moved up on the escalator are leaving the cen- 
tral.city for the suburbs, especially young families. The cycle is continuous, 
changed only by the fact that the dominant stream of inmigration is now from 
our own rural areas and offshore islands. More than 30 million Americans 
change their place of. residence every year—most of them moving to or within 
the. metropolitan areas. 

Thus the big, complex problems of our metropolitan areas are really a reflec- 
tion of the dynamism and vitality of our country. As such, we should welcome 


them. 
At the same time, we must’ recognize the magnitude of the problems created 


by this process, The blight of slums is spreading through our metropolitan 
areas, aud particularly in the centers of our cities, at-a rate far in excess of our 
programs to remedy it. The problem is intensified by*the fact that many. racial. 
minorities are confined to blighted areas. ‘This is q situation which militates 
both against the self-realization of the individual and the healthy growth of the 
community. It is the blending rather than the sealing off of minorities that has 
created our dynamism. ‘Any movement which runs counter. to that historic 
truth, runs counter to the promise of America. 

The investment required to. make our cities attractive and healthy places in 
which to live has been estimated as running into the hundreds of billion dollars. 
Ten million substandard urban dwelling units would cost an average of perhaps 
$10,000 each to replace or rehabilitate. But one must add to this other necessary 


5s J+ 





518 HOUSING ACT OF 1958 


investments, Urban transportation is approaching the chaotic. Basie com- 
munity facilities such as schools’ and parks are inadequate. The decline or 
leveling off of the tax base, which accompanies urban blight, creates acute finan- 
cial problems for city officials; at the same time costs for health service, welfare, 
and fire and police protection are rising. Arbitrary and outmoded political and 
administrative boundaries and unresponsive State government prevent decisive 
community action. Where the, metropolitan complexes extend across county or 
State lines, these problems are magnified. 

The Federal Government has assumed important leadership; but far more 
needs to be done. There is a special need for coordinating Federal programs, 
such as the housing and highway programs, which reach into urban centers 
and vitally affect their future. Since the governmental adjustments must also 
come through State legislation and with State assistance, their responsiveness 
and effectiveness will have a great, if not a decisive, bearing on the’ States’ 
role in the future of our Federal system. 

States can stimulate and encourage areawide studies of metropolitan prob- 
lems; they can enact legislation to facilitate solutions, on a regional basis, 
both intrastate and interstate, of such problems as transportation, water sup- 
ply, and waste disposal. They can {provide authority for credit operations 
which will certainly be needed, for the tax base of localities frequently does 
not and cannot supply the “social” capital needed. 

But it is‘also clear that the initiative for coping with urban growth, in- 
cluding urban blight, rests with the localities themselves, and with indi- 
viduals, official and private, who care about urban living and wish to preserve 
and enhance it. 

Funds will have to be drawn from three sources: Private capital, local and 
State credit, and Federal credit. At present the ratio of private to public 
expenditures is running about 5 to 1. It is evident a larger amount of addi- 
tional Government support will be needed, preferably through insurance and 
guarantees. The capital budgets of most large cities list many essential items 
for which there are no funds availahle within their financial capacity and 
legal restrictions. Such facilities as schools and hospitals, roads and transport, 
are silent but powerful partners in successful private investment, but where 
these social expenditures are cut off or fail to keep pace with needs, private 
operations rapidly cease to be profitable and soon become impossible. 

To provide incentive to private capital, a number of policies involving every 
level of government are essential : 

1. Increased governmental assistance will be needed to assemble plots of land 
for redevelopment, and for the sale or lease of land to responsible private de- 
velopers at a price or rental which makes private investment in new struc- 
tures feasible. 

2. Housing must be provided where needed for individuals displaced by urban 
renewal projects. 

3. Adequate sanitation, houSing, and zoning regulations should be established 
and rigorously enforced. Where closure is needed, relocation must also be 
arranged for. 

4. New methods to encourage the flow of private investment into the field of 
urban renewal should be Sought.. The use of Federal insurance and guaran- 
tees of mortgages has not’ been used as effectively in urban rental housing 
as in the case of single family homes in suburban areas; but it could be 
made to serve the objectives of urban redevelopment. 

5. Nonprofit, cooperative housing can go a long way toward providing hous- 
ing for families in the lower- and middle-income brackets: In New York City 
alone, approximately 20,000 families now live in nonprofit sponsored coopera- 
tive housing projects, and there are 10,000 cooperative apartments. on the draw- 
ing boards. The successful results achieved by cooperatives are due to several 
factors, including acquisition of land at a fair price, direct loans from Gov- 
ernment agencies, or Government insurance, lower interest rates,.and, in many 
instances, partial tax abatement from the municipality. 

There is still unmet need, however, for middle-income housing, particularly 
within the cities. The factors’ that have militated against the middle-income 
group include building costs that rise faster than’ incomes; building codes 
and, in some cases, union rules which impose unnecessary rigidities in the cost 
structure; and inadequate credit, especially for the small contractor. 

Beyond this group, there is a segment of the community now living in urban 
slums which will require public housing. Our public housing programs have 
created many problems. They have crowded low-income families, and espe- 
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cially minority groups, into high density; many storied apartinents, thus in- 
tensifying economic segregation while breaking down constructive neighbor- 
hood relationships. 

Public housing programs need to be fitted together with the other elements 
of an urban program. A full-scale and integrated attack on this problem will 
yield immeasurable dividends, not only in terms of better cities but, above all, 
in terms of enhanced human happiness an‘ effectiveness. 

In thé next section, we shall deal with some of the social steps necessary to 
reach this objective. 

In contrast to the cities, we have made far greater progress in dealing with 
housing preblems in the suburbs, where the greatest population growth has 
occurred. The FHA and VA programs, plus the development of A national 
market for both guaranteed, and conventional mortgages, have supported an 
impressive increase in homeownership. As of 1956, some 60 percent of .Ameri- 
can homes were owner occupied. , 

But the flight to the suburbs is not a solution to, but rather an expansion 
of the problem of urban living. -The metropolitan ‘problem is indivisible. The 
suburbs and the central city are interdependent; their problems, including those 
of urban. sprawl and incipient blight, differ only in degree. ‘Hence time only 
underscores the necessity of a comprehensive approach. 

Aside from the physical regeneration of’ the metropolis, new governmental 
arrangements and accommodations must be déveloped to deal with this problem 
of urban growth. The metropolitan sprawl does not stop at city, county, or 
even State boundaries. It is generally intergoverntental; often interstate, 
sometimes international. Imagination and experimentation: will be needed to 
develop the political structures necessary to provide the needed governmental 
services. Experience thus far indicates that there is no master plan that will 
serve every metropolis. But pioneer efforts, such as those in Dade County, Fla., 
and Toronto, Canada, where authority to provide Areawide services has been 
transferred to a broader level of government, suggest the outlines within which 
solutions may lie. Experience also suggests, that cooperation among existing 
governmental units, under existing authority, can often go far’to meet these 
problems, and that this, rather than, the creation of new layers of government, 
may be the most effective means of coping with metropolitan growth. 


Senator SparkMAN. At this point there will be placed in the record 
a statement by Senator Wayne Morse relating to urban renewal. 
(The prepared statement of Senator Morse follows :) 


STATEMENT OF WAYNE MORSE, A UNITED STATES SENATOR FROM THE STATE. OF 
OREGON 


Mr Chairman and members of the subconimittee;: on August, 27, 1957, I 
introduced the bill S. 2865 with the cosponsorship of Senators: Magnuson and 
Neuberger. In general terms, the ‘bill is designed to authorize the Federal 
Government to grant assistance available in urban renetval cases whenever 
the relocation of a community is necessitated by the construction of a Federal 
dam. 

At the outset I should like to indicate to the subcommittee that ‘it was the 
sponsors’ intention that the bill be made applicable to Federal public works. 
Therefore, I should like to suggest to the subcommittee that on page 1, line 8, 
of S. 2865, the comma be deleted and that on line 9 the words “State, or other” 
be stricken. 

The bill now under consideration was suggested, in somewhat different form, 
in the spring of 1957 through correspondence directed to me by’ the mayor 
of Arlington, Oreg., the Arlington Planning Commission, and the Gilliam 
County Planning Commission: These public officials described very clearly the 
serious problem confronting the city of Arlington by reason of the forthcoming 
construction of the John Day Dam on the Columbia River. .The initial phases 
of John Day Dam will be under construction during the fiscal year 1959. It 
was originally scheduled for completion in June 1967 and the currently scheduled 
completion date is June 1971. However, it is my opinion that we will succeed 
in obtaining appropriations which will bring about completion .of the dam 
in advance of the currently scheduled completion date. 

The details of the problem facing Arlington were set forth in a letter dated 
May 6, written by the officials just mentioned. They stated: 
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“This community finds itself confronted with the necessity of relocating 
almost its entire facilities as the result of the reservoir to be formed by the 
construction of the John Day Dam. In one form or another, virtually the 
entire community will be affected by the disturbance resulting from relocation. 
We understand that parts of communities and, in some isolated cases, entire 
towns have been required to reloacte in previous instances where governmental 
action (such as dam and reservoir projects) made such action necessary. In 
these cases the relocation has universally taken the form of complete removal 
to a new townsite, or a new site for a residential district or some other part 
or element of a community. Such relocation projects naturally have had their 
own individual problems, and these have not been small ones. 

“Arlington, however, is up against something entirely different in the manner 
of a problem. Here we are compelled to find a solution for relocating almost 
completely within our own boundaries. For a substantial portion of our town 
we find that it will be necessary to acquire and remove all existing improve- 
ménts and to relocate, on exactly the same site, the new facilities (both private 
and public) after extensive changes and improvements are completed, such 
as a major fill, construction of drainage facilities, relocation of highway and 
railroad facilities, ete. 

“To put it as simply as possible, we will have to remove the larger part of 
our existing business and residential district; acquire and improve sites for a 
new residential area and .replace with new housing the dwelling structures 
lost in the removal; tear.down and demolish practically all of the town’s 
commercial properties so that an earth fill of considerable magnitude can be 
placed over the existing site to raise the elevation of the new business district 
to above the operating level of the reservoir; and provide for continuation of 
community and business activities, new construction for immigrating workers, 
ete., during the entire period of relocation and reconstruction of the 
community.” 

In a genuine effort to find a solution to the city’s dilemma, these local officials 
began an intensive study of plans for the new city of Arlington. To this end 
the city utilized its own staff and employed a professional planning consultant 
on town planning. Also, the city officials explored the existing administrative 
regulations and laws that might prove to be of help in the relocation project, 
and conferred at length with the Corps of Engineers, the Seattle and San Fran- 
cisco offices of the Urban Renewal Administration, and with: legislative counsel 
of the Oregon State Legislature. 

Cooperation on the part of State officials resulted in the passage in 1957 of 
an enabling act to allow communities throughout the State of Oregon to engage 
in urban renewal activities. A copy of the enabling act ig attached, marked 
“Exhibit. A.” 

With reference to existing law and regulations, the above mentioned letter 
of May 6, 1957, had this to say: 

“Having excellent prospects through State legislation to enable us to solve 
most of our problems, we are now gravely: concerned over a reported inadequacy 
in the Federal law. It has just come to our attention that the Urban Renewal 
Administration, through the office of the legal counsel for the Housing and 
Home Finance Agency, has determined that the Housing and Urban Redevelop- 
ment Acts do not contain sufficient authority or permission for Federal assistance 
to local communities facing the kind of problems which Arlington is confronting. 

“Specifically, we are advised that it will be nceessary to obtain an amendment 
to the Housing Act of 1949, Public Law 171, as amended by Public Law 345 of 
the 84th Congress, as follows: 


“ ‘COMMUNITY RELOCATION 


“‘SecTion 112. Where the local governing body certifies, and the Administrator 
finds, that all or any part of an urban area will become uninhabitable or unusable 
by reason of projected Federal, State, or other public works; or is within a 
potential disaster area by reason of recurring floods or other catastrophies, and 
that the facilities, structures, and other improvements in such urban area will 
have to be abandoned or are in need of removal or relocation to a new or other 
site or area, the Administrator is authorized to extend financial assistance under 
this title fer an urban renewal project in such new site or area without regard 
to the proviso in section 103 (a) and the following: 

“*(1) The requirements in sections 102 and 110 that the urban renewal 
area be a slum area or a blighted, deteriorated, or deteriorating area; and 

“*(2) The requirements in section 110 with respect to the predominately 
residential redevelopment or reuse of nonresidential urban renewal areas.’ ” 
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Then followed a request for the introduction in the Senate of a bill containing 
the language just quoted. 

Consultation with legislative counsel of the Senate and with interested parties 
convinced the sponsors. of 8S. 2865 that the language of the proposed bill quoted 
above was. perhaps too brodd and sweeping in nature to be possible of passage 
during the relatively limited period before the actiial physical city relocation 
must take place; thus, it was decided that the limited provisions of S. 2865 
would be more appropriate. 

Arlington, Oreg., is located at approximately rivermile 242 of the Columbia 
River. It is a picturesque little city having a population of slightly under 700. 
It is located in a narrow canyon in what is generally a dry-farm wheat country. 
I have visited Arlington many times, and I always recall the pleasure of driving 
into this little tree-shaded city after a long day’s drive in hot weather. The 
residents of the city are understandably desirous of remaining at this location 
but their only feasible area of relocation is up the canyon to the south. The 
pool ef the John Day Reservoir will include practically all of what is now the 
business section of the city. Thus, there must be a very substantial remoyal 
of business establishments and homes. 

Still under consideration is the possibility of relocating a portion of the city 
on filled-in land near the river, but as of now it appears that there will have to 
be a considerable expansion of the city to the south and up the canyon to ac- 
commodate the families and business firms that will have to withdraw from 
the reservoir area. This relocation of a major portion. of a municipality is a 
sizable undertaking and involves a problem that was not created by the city of 
Arlington. The necessity for relocation originated in action of the Federal 
Government. Accordingly, in fairness and equity it seems reasonable to suggest 
that the Federal Government, through the Congress and various. Federal agen- 
cies, should play. an important role in helping Arlington solve its relocation 
problem. 

Under the Constitution, the Government must'make just compensation in 
taking property for public use. The inundation of land through the construc- 
tion of a Federal dam clearly involves such a taking. Therefore, the United 
States must pay market value of the property acquired. By a law enacted in 
1952, expenses incurred by owners and tenants in moving, because’ of the acquisi- 
tion of land for any public works project of a military department, is com- 
pensable (66 Stat. 606, 624). Also, the Government would be required to bear 
the cost of relocating any municipal and other public facilities within tne reser- 
voir area. Obviously, the usual and traditional payment'to private owners and 
compensation for relocation of municipal and public utilities will not, to any 
substantial degree, solve Arlington’s problem of relocating its entire business 
district and many homes. 

S. 2865 was offered as a suggested method of filling the existing gap’ in: the 
laws now available for dealing with the Arlington situation. Without a doubt 
it is true that this general problem should be given intensive study. I am in- 
formed that the Corps of Engineers is working on the overall problem, but the 
situation facing Arlington is immediate. Consequently, I appeal to the sub- 
committee to make some provision in the general housing legislation now under 
consideration, to enable a flooded-out city to rehabilitate itself with the assist- 
ance of the provisions of law now applicable to urban renewal. Incidentally, 
the analogy to the 1956 amendment to the slum clearance and urban renewal 
law is apparent (70 Stat. 1091, 1101). 

Within a relatively short period of time the construction of John Day Dam 
will put Arlington in a situation comparable to that of a city that has been 
stricken by a disaster such as a flood. The net effect of. the encroaching waters 
of the Columbia River will be exactly the same as that produced by floodwaters. 
The fact that one inundation with resultant damage is caused by an act of God, 
and another by an act of the Government, should not give justification for 
drawing technical distinctions. This committee, which has before it the great 
humanitarian subject of housing legislation, should have little hesitation in 
projecting principles of equity and fair play to a point where a city such as 
Arlington, Oreg., that faces partial inundation due to Federal action in the 
years ahead, may receive reasonable Federal assistance in relocating ‘or 
rehabilitating. 

For the foregoing reasons I urge the members of the subcommittee to give 
serious and thorough consideration to the provisions of S. 2865 to the end that 
the city of Arlington, Oreg., which is already so energetically embarked upon a 
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project to resolve its problem, may receive benefits of the general type that are 
available to areas that seek to eliminate slums within their boundaries. 

As an aside, I note that the draft of 4 general housing bill now under con- 
sideration by the committee suggests under Title Il: Urban Renewal, a new 
section 103 (c) which would authorize planning grants for the preparation of 
“community -renewal programs.” Bearing in mind the needs of the city of 
Arlington, I trust that this subcommittee will also give serious.and sympathetic 
consideration to. the desirability of so wording the new section 103. (c) so that 
it may be fully applicable to a city such as Arlington, that is working arduously 
to solve an extremely complicated problem of almost total rehabilitation. 

In closing, may I take this opportunity to thank the subcommittee for the 
time permitted in the submission of this statement and for any consideration it 
may give to the problem herein discussed. 


ExuHisit A 
(Statement of Senator Wayne Morse on 8. 2865) 
CHAPTER 456 


[H. B. 661] ‘ 
AN ACT Relating to urban renewal and redevelopment; creating new provisions; amend- 
ing ORS 457.010, 457.020, 457.030, and 457.050; and declaring an emergency 


Be It Enacted by the People of the State of Oregon. 
Section 1. ORS 457.010 is amended to read as follows: 

457.010. As used in this chapter, unless the context requires otherwise: 

(1). “Blighted areas” means areas, including slum areas, with buildings 
and improvements which, by reason of. dilapidation, overcrowding, lack 
of ventilation, light and sanitary facilities, deleterious land use, or any 
combination of these or other factors, are detrimental to the safety, health, 
morals and welfare of the community. 

(2) “City’’ means any incorporated city or: town. 

*(3) ““Deteriorated areas” means areas which are in the process of becom- 
ing blighted 6r which require acquisition, clearance, redevelopment, rehabili- 
tation or conservation in order to remove, prevent or reduce blighting fac- 
térs or the causes of blight. 

(4) “Governing body of a municipality” means, in the case of a city or 
town, the common council or other legislative body thereof, and, in the case 
of a county, the county court, board of county commissioners or other legis- 
lative body thereof. 

(5) “Housing authority” or “authority” means any housing. authority 
established pursuant to the Housing Authorities Law. 

(6) “Municipality” means any county or any incorporated city or town 
in the State of Oregon. .“The municipality” means the municipality for 
which a particular urban renewal agency is created. 

(7) “Redevelopment project” means any work or undertaking carried 
out under ORS 457.030. 

(8) “Urban renewal agency” means an urban renewal agency created 
under sections 4 to 6 of this 1957 Act. 

(9) “Urban: renewal area” means a blighted area, deteriorated area 
or other area included in the urban renewal plan which must be acquired, 
cleared, redeveloped, rehabilitated or conserved in order to carry out an 
approved urban renewal project or an area in need of rehabilitation or 
conservation under section 15 of this 1957 Act. 

(10) “Urban renewal project” means any work or undertaking carried 
out under section 7 of this 1957 Act. 

SEcTION 2. ORS 457.020 is amended to read as follows: 

457.020. It hereby is found and declared: 

(1) That there exist within the state blighted areas or deteriorated: areas. 

(2) That such areas impair economic values and tax revenues. 

(3) That such areas cause an increase in and spread of disease and crime 
and constitute a menace to the health, safety,’morals and welfare of the 
residents of the state and that these conditions necessitate execessive and 
disproportionate expenditures of public funds for crime prevention and 
punishment, public health, safety and welfare, fire and accident protection 
and other public services and facilities. 
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(4) That certain blighted or deteriorated areas may require acquisition 
and clearance since the prevailing condition of decay may make imprac- 
ticable the reclamation of the area by conservation or rehabilitation, but 
other areas or portions thereof may be susceptible of conservation or re- 
habilitation in such manner that the conditions and, evils mentioned in sub- 
sections (1), (2) and (8) of this section may be eliminated, remedied or. 
prevented and that such areas, should, if possible, be conserved and re- 
habilitated through appropriate public action and the cooperation and 
voluntary action of the owners and tenants of property in such areas. 

(5) That the acquisition, conservation, rehabilitation, redevelopment, 
clearance, replanning and preparation for rebuilding of these areas, and 
the prevention ‘or the reduction of blight and its causes, are public uses 
and pursoses for which public money. may be spent and private property 
acquired and are governmental functions of state concern, 

(6) That there aré also certain areas where the condition of the title, 
the diverse ownership of the land to be assembled, the street or lot layouts 
or other conditions preveht a proper development of: the land, and that it 
is in the public interest that such areas, as well as blighted or deteriorated 
areas, be acquired by eminent domain and made available for sound and 
wholesome development in accdOrdance with a redevelopment or, urban re- 
newal plan, and that the exercise of the power of eminent domain and the 
financing of the acquisition and preparation of land ‘by a’ public agency 
for such redevelopment or urban renewal is likewise a public use and 
purpose. 

(7) That redevelopment and urban renewal activities will stimulate resi- 
dential construction which is closely correlated with ,general economic 
activity ; that undertakings authorized by this chapter will aid the produc- 
tion of better housing and more desirable neighborhood and community 
development at lower costs and will make possible a more stable and larger 
volume of residential construction, which will assist materially in main- 
taining full employment. 

(8) That the necessity in the public interest for this chapter,is a matter 
of legislative determination. 

SecTION 3. Sections 4 to 17 of this 1957 Act are added to and made a part of 
ORS chapter 457. 

Section 4. In each municipality, as defined in ORS 457.010, there hereby is 
created a public body corporate and politic to be known as the “urban renewal 
agency” of the municipality. However, the urban renewal agency shall not 
exercise its powers until or unless the governing body of the municipality, by 
proper resolution, declares that there is need for an urban renewal agency to 
function in the municipality and the governing body has elected to have the 
powers of an urban renewal agency exercised in any of the three ways provided 
in subsection (1) of section 6 of this 1957 Act. 

Section 5. The governing body of a municipality may adopt a resolution declar- 
ing that there is a need for an urban renewal agency to function in the munici- 
pality if the governing body finds that blighted or deteriorated areas exist in the 
municipality. 

SeEcTION 6. (1) When the governing body of a municipality adopts a resolution 
under section 5 of this 1957 Act, the governing body may elect to have the powers 
of an urban renewal agency under this chapter exercised in any of the following 
ways: 

(a) Declaring, by resolution, that the powers of an urban renewal agency 
under this chapter shall be in the housing authority established pursuant to the 
Housing Authorities Law in which case the name of the body corporate and 
politic shall be the “housing authority and urban renewal agency” of the 
municipality. 

(b) Appointing, by resolution, a board or commission composed of not less 
than three members to exercise the powers of an urban renewal agency under 
this chapter. 

(ec) Declaring, by resolution, that the governing body, itself, shall exercise the 
powers of an urban renewal agency under this chapter. However, any act of 
the governing body acting as the urban renewal agency shall be,-and shall be 
considered, the act of the urban renewal agency only and not of the governing 
body. , 

(2). If before January 1, 1959, the governing body of a city declares that the 
powers of an urban renewal agency under this chapter shall be exercised hy the 
governing body of such city or a Commission other than a housing authority; all 
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duties and obligations of any housing authority for redevelopment:or utban re- 
newal projects in such city shall be assumed by the urban rehewal agency of the 
city. 
(3) If the governing body in a city having a population of 250,000 or more 
declares that the powers of an urban renewal agency under this chapter shall 
be exetcised by the governing body or a commission other than a housing au- 
thority, the urban renewal agency shall not provide dwellings, apartments or 
other living accommodations for persons of low income as provided in ORS 
chapter 456. i 
Section 7. An urban renewal agency may plan or undertake any urban re- 
newal project to carry out,an approved urban renewal plan. The urban renewal 
» agency shall have the following. powers in planning or undertaking an urban 
renewal project : 
(1) To carry out any work or undertaking which a housing authority is 
. authorized to carry out under ORS 457.030 and 457.040. 

(2). To carry out any rehabilitation or conservation work in an urban renewal 
area. ' 

(3) To acquire blighted and deteriorated areas or any portion thereof. 

(4) To acquire other real property, including predominantly’ vacant or open 
land where necessary to carry out an approved urban renewal plan for’ the pur- 
pose of removing, preventing or reducing blight, blighting factors or the causes 
of blight in blighted or deteriorated areas. 

(5) To clear any areas acquired, including the demolition, removal or re- 
habilitation of buildings and improvements. 

(6) To carry out plans for a program of the voluntary repair and rehabilita- 
tion of buildings or other improvements in an urban renewal area in accordance 
with the urban renewal plan. 

(7) To assist ih relocating persons living in, and property situated in, the 
urban renewal area in accordance with the approved urban renewal plan and to 
make relocation payments. 

(8) To dispose of, including by sale or lease, any property or part thereof 
acquired in the urban renewal area in accordance with the approved urban 
renewal plan. 

(9) ‘To accomplish a combination of the things listed in this section to carry 
out an urban renewal plan. 

Section 8. (1), No urban renewal agency shall initiate any urban renewal 
project under this chapter until the governing body of each municipality in 
which any of the area to be covered by the project is situated has approved an 
urban renewal plan which conforms to the general plan for the municipality 
as a whole and which provides an outline for the development, redevelopment, 
clearance, rehabilitation or conservation of the area of the project and is suffi- 
ciently complete to indicate: 

(a) The land acquisition, demolition and removal of structures, redevelop- 
ment, improvements and rehabilitation proposed to be carried out in the area 
of the urban renewal project. 

(b) Its relationship to definite local objectives as to appropriate land uses 
and .improved traffic, public transportation, public utilities, recreational and 
community facilities and other public improvements. 

(c) Proposed land uses, maximum densities and building requirements in the 
area. 

(d) The method for the temporary or permanent relocation of persons living 
in such areas. 

(e). The method for providing, unless already available, decent, safe and sani- 
tary dwellings substantially equal in number to the number of substandard 
dwellings to be cleared from the area, at rents within the financial reach of 
the income groups displaced from such substandard dwellings. 

(2) Each city in which any of the area to be covered by an urban renewal 
project is*situated may approve urban renewal plans under subsection (1) 
of this section through its governing body. 

(3) An urban renewal plan shall be forwarded to the planning commission, 
if any, of the municipality. for recommendations before the plan is presented 
to the governing body of the municipality for approval. 

(4) An urban renewal plan approved by the governing body of the munici- 
pality may be recorded by the urban renewal agency with the recording officer in 
the county in which the urban renewal area is situated. The recording shall 
-constitute notice of the urban renewal plan and its approval by the municipality. 
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Secrion 9. ‘(1) Except for the provisions of subsection (2) of. this section, 
an urban renewal agency shall carry: out the urban renewal project in accord- 
. ance with the urban renewal plan for the area of the urban renewal project 
approved under section 8 of this 1957 Act. 

(2) Any substantial change made in the urban renewal plan or urban renewal 
project shall, before being carried: out, be approved and recorded in the same 
manner as the original plan. 

Section 10. An urban renewal agency, in addition to its other powers, may: 

(1) Make plans for carrying out a,program of voluntary repair and rehabil- 
itation of buildings and improvements. 

(2) Make plans for the enforcement of laws, codes and regulations relating 


(a) The use of land. 

(b) The use and occupancy of buildings and improvements. 

(c) The repair, rehabilitation, demolitidn or removal of, buildings. and im- 
provements. 

(3) Make plans for the relocation of persons and property displaced by an 
urban renewal project. 

(4) Make preliminary plans outlining urban renewal activities fér neigh- 
borhoods to embrace two or more urban renewal aréas. 

(5) Conduct preliminary’ surveys to determine if the ae and carry- 
ing out of an urban renewal project is feasible. 

(6) Develop, test and report methods and techniques and carry out demon- 
strations and other activities for the prevention and the elimination of urban 
blight. 

SecTion 11. (1) Any state public body, as defined in ORS 456.305, shall have 
the same rights and powers to cooperate with and assist urban renewal agen- 
cies with respect to urban renewal projects that such state public body. has 
pursuant to ORS 456.305 to 456.325 to cooperate and assist housing authorities 
with respect to housing projects in the same manner as though those sections 
were applicable to urban renewal agencies and projects under this chapter. 

(2) Any state public body, as defined in ORS 456.305, hereby is authorized to 
enter into agreements with any other public body, including an urban renew! 
agency, respecting action to be: taken pursuant to any of the powers granted hy 
this chapter, including, but not limited to, the furnishing ‘of funds or other 
assistance in connection with an urban renewal plan or urban renewal project. 

(3) An urban renewal agency hereby is authorized to delegate any of its 
powers or functions to the municipality or other state public body, as defined in 
ORS 456.305, with respect to the planning or undertaking of an urban renewal 
project in the area in which such municipality or other state public body is 
authorized to act. The municipality, or other state public body to which the 
powers or functions are delegated hereby is authorized to carry out or perform 
such powers or functions. 

SecTIon 12. (1) The urban renewal agency shall, in accordance with the 
approved urban renewal plan, make land in an urban renewal project available 
for use by private enterprise or public agencies. Such land shall be made’ 
available at its fair reuse value, which represents the value, whether expressed 
in terms of rental or capital price, at which the urban renewal agency deter- 
mines such land should be made available in order that it may be developed, 
redeveloped, cleared, conserved or rehabilitated for the purposes specified in: 
such plan. 

(2) To assure that land acquired in an urban renewal project is used in 
accordance with the urban renewal plan, an urban renewal agency, upon the 
sale or lease of such land, shall obligate purchasers or lessees: 

(a) To use the land for the purposes designated in the urban renewal -plan. 

(b) To begin the building of their improvements within a period of time 
which the urban renewal agency fixes as reasonable. 

(3) Any obligations by the purchaser shall be covenants and conditions run- 
ning with the land where the urban renewal ageney so stipulates. 

(4) Any contract for the transfer of any interest in land by the urban re- 
newal agency may be recorded in the land records of the county in. which, the 
land is situated in the same manner as any other contract for the transfer of 
an interest in land is recorded. 

Section 13. Any property which the urban renewal agency leases to private 
persons as defined in subsection (3) of ORS 174.100 under.an urban renewal 
plan shall have the same tax status as if such leased property were owned by 
such private individuals or corporations. 
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Section 14. (1) An urban+renewal agency may borrow money and accept 

advances, loans, grants and any other form of financial assistance from the 
“ Federal Government, the state, county or other public body, or from any sources, 
public or private, for the purposes of undertaking and carrying out urban 
renewal projects. 

(2) An urban renewal.agency may do all things necessary or desirable to 
secure such financial aid, including obligating itself in any contract. with the 
Federal Government for federal financial aid to convey to the Federal Govern- 
ment the project to which the contract relates upon the occurrence of ‘a sub- 
stantial default thereunder, in the same manner as a housing authority may 
do to secure such aid in connection with slum clearance and housing projects 
under the Housing Authorities Law. 

Section 15. (1) Notwithstanding any- other provisions of ORS chapter 456 
or 457, where the governing body of a municipality certifies that an area is in 
. need of redevelopment or rehabilitation as a result of a flood, fire, hurricane, 
earthquake, storm or other catastrophe respecting which the Governor has certi- 
fied the need for disaster assistance under Public Law- 875, Eighty-first Con- 
gress, 64 Stat. 1109, or other federal law, the governing body may declare a 
need for an urban renewal agency, if necessary, and may approve an urban 
renewal plan and an urban renewal project for such area without regard to the 
provisions requiring : 

(a) That the urban renewal plan conform to the general plan for the munici- 
pality as a whole. 

(b) That the urban renewal area be a blighted or deteriorated area. 

(2) Notwithstanding the other provisions of ORS chapter 456 or 457, where 
the governing body of the municipality declares, by resolution, that some of the 
persons, property or facilities located in an. area within the municipality are 
in danger of relocation due to a federal or state, project which would make the 
area uninhabituble or unusable, the governing body may declare a need for an 
urban renewal agency, if necessary, and may approve an urban renewal plan 
and urban renewal project without regard to the requirements of the provisions 
listed in paragraphs (a) and (b)'of subsection (1) of this section. 

Section 16. (1) A municipality for the purposes of this chapter may formulate 
for the municipality a workable program: 

(a), For utilizing appropriate private and public resources to eliminate and 
prevent the development or spread of urban blight and deterioration. 

(b) To encourage needed urban conservation and rehabilitation. 

The municipality may undertake the activities listed in paragraphs (a), (b) and 

(ce) To provide for thé redevelopment of blighted or deteriorated areas. 

(c) of this subsection or other feasible municipal activities as may be necessary 
to achieve the objectives of the workable program. 

(2) The workable program referred to in subsection (1) of this section may 
include, but is not limited to, provision for: 

(a) The prevention of the spread of blight into areas of the municipality by 
the enactment and enforcement of housing, zoning and occupancy controls and 
standards. 

(b) The rehabilitation or conservation of blighted or deteriorated areas or 
portions thereof by. replanning, removing congestion, providing parks, play- 
grounds and other public improvements, encouraging voluntary conservation and 
the repair and rehabilitation of deteriorated or deteriorating structures. 

(ec) The clearance and redevelopment of blighted and deteriorated areas or 
portions thereof. 

SecTron 17. In, addition to the other powers granted a municipality under 
this Act, a municipality may exercise any of its powers otherwise provided 
by law to assist in the planning or the carrying out of an urban renewal 
project. Without limiting the powers granted by the preceding sentence, a 
municipality may issue its general obligation bonds for the purpose of assisting 
in the planning or the carrying out of an urban renewal project. 

SECTION 18. ORS 457.030 is amended to read as follows: 

457.030. Any housing authority in any municipality may carry out any 
work or undertaking: 

(1) To acquire blighted areas. 

(2) To acquiré other real property for the purpose of removing, pre- 
venting or reducing blight, blighting factors or the causes of blight. 

(3) To acquire real property where the condition of the title, the diverse 
ownership of the real property to be assembled, the street’ or lot layouts, 
or other conditions prevent a proper development of the property and 
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where the acquisition of the aréa by the authority is necessary to eoaey out 
a redevelopment plan under ORS 457.050. . 

(4) To clear any areas acquired and install, construct or reconstruct: 
streets, utilities and site improvements essential to the preparation of sites 
for uses in accordance with the redevelopment plan. 

(5) To. sell or lease land so acquired for uses in accordance with the 
redevelopment plan. 

(6),To9 accomplish a combination of the things’ listed: in this section to 
carry out a redevelopment plan. 

SecTION 19. . ORS 457.050 is amended to read as follows: 

457.050. (1) No authority shall initiate any redevelopment project 
under this chapter unless such project shall be situated within its area, 
of operation as ‘defined by ORS 456.060, and until the governing body of 
each city’ or town in which any of the area to be covered by the project 
is situated, has approved a redevelopment plan which provides an outline: | 
for the development or redev elopment of the area and is sufficiently com- 
plete to indicate: 

(a) Its relationship to definite local objectives as to appropriate land uses 
and improved traffic, public transportation, public utilities, ‘recveational 
and community facilities and other public improvements. 

(b) Proposed land uses and building requirements in the area. 

(c) The method for the temporary relocation of persons living in such 
area. 

(d) The method for providing, wnless already available, decent, safe and 
sanitary dwellings substantially equal in number to the number of sub- 
standard dwellings to be cleared from the area, at rents within the financial 
reach of the income groups displaced from such substandard dwellings. 

(2) A redevelopment plan shall be forwarded to the pianning commission, 
if any; of the municipality for recommendations before the plan is presented 
to the governing body of the municipality for approval. 

(3) Each city or town, in which any of the area to be covered by a: rede- 
velopment project is situated, may approve redevelopment plans under 
subsection (1) of this section through its governing body. 

Section 20. This Act being necessary for the immediate preservation of the 
public peace, health and safety, an emergency is declared to exist, and this Act 
shall take effect upon its passage. 


Approved by the Governor June 6, 1957. , 
Filed in the office of the'Secretary of State, June 6, 1957. 


Senator SparkMAN. We have a statement from Mayor Buckley of 
Lawrence, Mass., for the record. 
(The statement referred to follows:) 


STATEMENT OF JOHN J. BUCKLEY, MAyvor, LAWRENCE, MASS. 


The city of Lawrence has eonrenees during the past 8 years a substantial 
loss in income in real estate ‘taxes. This loss is due to the necessity of abating 
such taxes on vacant industrial plants and subsequently reassessing them at a 
substantially lower figure than when they were occupied. 

Millions of dollars.in valuation were lost from the taxable rolls by reason of, 
blighted industrial areas. 

The exodus of the textile industry from Lawrence left in its wake not only 
thousands of unemployed but, also old multistoried buildings which may have 
been suitable to the manufacture of textiles but in’ many instances did not lend 
themselves to modern manufacturing methods. 

The combination of unemployed citizens, losses in taxable property and un- 
attractive vacant industrial buildings creates burdens from. which a municipality 
and its citizens find it most difficult to gain relief. 

Lawrence was faced, with this burdensome combination in 1951 and,for several 
unhappy years thereafter. Fortunately, those were years of -considerable in- 
dustrial activity and plant expansions in the other industries of our Nation 
and a portion of the heart-breaking effects of unemployment and decreased 
municipal income was soon overcome through our successful efforts in attract- 
ing new industries into some of our yacant indystrial buildings. . Nevertheless, 
the hardships of those years have weakened considerably the economic position 
of the individual worker and his family and the structure of the municipality as 
a governmental unit, 
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Needed expenditures on our public buildings, particularly our schools, on our 
streets, and in the field of héalth and public safety had to be postponed, reduced, 
and in some instances canceled—to the detriment of the community and its 


citizens. 

Many of the adverse effects of the flight of the textile industry from this 
area remain as constant problems to the municipal government. The loss of 
tax revenue from once highly valued industrial plants has not been recovered. 
The necessity of the municipality to purchase and raze certain ‘vacant industrial 
plants for.reuse of the land has placed a heavy burden on the finances of the 
city. And our efforts to lease space in certain'old, multistoried plants has met 
with considerable resistance. 

The city of Lawrence has the further problem;of having little or no vacant 
land for industrial use. The relatively’ small area (634 square miles) Compris- 
ing the city of Lawrence is heavily populated and prohibits the creation of new 
industrial districts of any worthwhile size. 

I. am of the opinion that if Lawrence were faced with such problems in a 
period other than one of high industrial activity, it would have a disastrous 
effect upon the city and its citizens. I am convinced that if any industrial 
community, during a period of depressed business and industrial activity 
throughout the Nation, loses 4 major portion of its industry, it must have spe- 
cific economic assistance from the Federal Government if it is to avoid disaster. 
It is necessary that an industrial community reclaim blighted industrial areas 
if it is to remain economically strong and sound and if it is to provide the neces- 
sary service and opportunities to its citizenry. 

I, wish to support strongly Senate bill 8S. 3781 which amends the laws relating 
to urban renewal and which provides for redevelopment of blighted industrial 
areas with financial assistance from the Federal Government. 

I believe that such provisions in the urban renewal laws are essential to.the 
stability and progress of the Nation’s industrial ¢ommunities. 

Senator Sparkman. Our next witness ‘is Mr. Carl Feiss, chairman 
of the committee on community planning of the American Institute 
of Architects. 

Mr. Feiss, will you come around, please, sir?. We are glad to have 
you, sir. We have your statement and you can simply proceed in 


your own way. 


STATEMENT OF CARL FEISS, CHAIRMAN, COMMITTEE ON COM- 
MUNITY PLANNING, AMERICAN INSTITUTE OF ARCHITECTS 


Mr. Feiss. Thank you, Senator Sparkman. 

If I may, I will read this statement, which is brief. 

Senator SparKMAN. That is very good. 

Mr. Feiss. My name is Carl Feiss. I ani an architect and a planning 
and urban renewal consultant with offices at 1025 Connecticut Ave- 
nue, Washington, D. C. Prior. to becoming a private consultant, I 
served as chief of the Planning and Engineering Branch, Urban 
Redevelopment Division, of the Housing and Home Finance Agency. 
I am chairman of the community planning committee of the American 
Institute of Architects and appear before you today as_ its 
representative. 

he American Institute of Architects has more than 13,000 members 
assigned to chapters in. every State in the Union. It is the national 
architectural professional society and represents the majority of prac- 
ticing architects in the United States. 

The chief concern of our profession is to provide, through the 
special skills of its members, for the improvement of human environ- 
ment. By the very nature of their professional training and interests, 
architects are closely involved with urban planning and urban renewal. 
Their competence in the field is being demonstrated constantly. Many 
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members of our profession are actively engaged in work directly 
related to these important endeavors. 

Because the American Institute of Architects has recognized urban 
renewal.and redevelopment and urban planning as of utmost impor-. 
tance, it has set up a special national committee and has developed 

_through its chapters local committees which are working in these fields 
at the: National, State, and local levels In fact, this type of activity 
is so much a part of our overall program that at our centennial con- 
vention, held’ in Washington last May, overwhelming support was 
given to a resolution urging the continuation.of the Federal urban 
renewal program at a high level. wR: 

Therefore, in accordance with the convention mandate of my organ- 
ization, I strongly urge the Congress to take the necessary action to 
keep the program continuing without interruption and at an acceler- 
ated pace for as long as slums and blight plague our cities and metro- 
politan areas.. We, of course, favor encouraging States to participate 
in the program. While the AIA does not: feel qualified to pass judg- 
ment on whether or not this can be effectively accomplished, we: are 
convinced that all available resources—public and private, Federal 
and State—should be encouraged to participate to their fullest extent. 

We are gratified too to have this opportunity. of stating our position 
here because we have long recognized that urban renewal results in 
the general improvement of our cities and in-the’construction of great 
building enterprises. It benefits not only the overall economy of our 
Nation, but also it can substantially improve the well-being of our 
citizens. 

I am sure that members of the subcommittee are well aware of the 
serious shortage of trained personnel in ‘planning and urban research. 
To meet this need, the mstitute therefore urges that serious considera- 
tion be given by the.Congress to the establishment of fellowship and 
scholarship funds'to augment our abjlity to serve these programs. We 
should like to see such fellowships and scholarships made, available at 
the earliest, possible date. Perhaps they. could be best administered 
through the auspices of the National Academy of Sciences or through 
some other qualified, federally sponsored source. 

We urge too that funds.be made available for urban research so that 
we may gain.a greater knowledge of what.is causing slum and blight 
and urban deterioration of all kinds, and so that we may learn to build 
better'in the future, making use of all our skills and all that technology 
can offer to city building and rebuilding. 

We fully support the purpose behind the Housing Acts of 1949 and 
1954 asamended. ‘The Congress is to be commended for the énactment 
of such continuously progressive legislation, The original acts have 
been truly improved. through amendments and we eagerly support 
your continuing intetest in improving: it even further. 

To this end the AIA advocates the correction of the one obvious 
defect that still exists. "We recommend. the establishment of acon- 
tinuity for national renewal programs with the accompanying author- 
izations of sufficient funds with which to carry them out properly. 

Gentlemen, I appreciate your allowing me to present this brief 
statement to you. Thank you. | 

Senator Sparkman. Thank you, Mr. Feiss. I appreciate your 
statement. 
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You may recall, last year our committee recommended the setting 
up of certain fellowships, and it passed the Senate, as I recall it, but 
was knocked out in conference with the House. 

Mr. Fetss. Yes. 

Senator Sparkman, I strongly approve the whole proposal that you 
offer in your statement. 

Mr. Feiss. Thank you, sir. 

Senator Sparkman. ‘And I hope we will be able to do something 
about it. 

Mr. Feiss. Thank you. 

Senator SparKMAN. Senator Clark. 

Senator CrarK. No questions. . 

Senator SparKMAN. Thank you very much. 

Our next witness is Mr. Louis B. Wetmore, president of the Ameri- 
can Institute of Planners. 

Mr. Wetmore, we are glad to have you with us. We have your 
statement. 


. STATEMENT OF LOUIS B. WETMORE, PRESIDENT, AMERICAN 
INSTITUTE OF PLANNERS 


Mr. Wermore. The intent we had in:setting forth a full statement 
was to put our recommendations which I had before you in as clear a 
form as possible, and particularly to emphasize relationships among 
aspects of programs. 

I am a member of and president of the American Institute of 
Planners, the national professional organization, with more than 2,000 
members distributed throughout the 48 States and Territories of the 
United. States. My testimony is based upon both my professional 
experience and the policy reports of the American Institute of Plan- 
ners. For my testimony I have also drawn upon current committee 
study reports which are being reviewed by the institute. through its 
national board of governors and through its 17 chapters. 

I am going to talk of several kinds of programs, and, therefore, I 
would like to note that'my professional work includes the following: 

Since I received my planning dégree from. M. I. T. in 1936, my 
professional work includes experience on the New York State and 
IVA planning staffs, and as chief of State planning for Rhode Island. 
I have served on the staffs of agencies or as consultant in compre- 
hensive planning for cities and towns ranging in population from a 
few thousand to more than 3 million. I was director of the Providence 
redevelopment agency for 4 years, and I have served on advisory 
committees of the Housing and Home Finance Agency on slum clear- 
ance and urban renewal and on public housing. 

I am a member of the board of counselors of the Regional Science 
Association, a member of the Urban Research Committee of the High- 
way Reséarch Board, was formerly director of the urban and regional 
studies section at the Massachusetts Institute of Teclinology, and am 
currently director of the bureau of community planning and head of 
the department. of city planning and landscape architecture at the 
University. of Illinois. 

I understand this subcommittee is directly concerned with housing, 
urban renewal and metropolitan planning, and that the Committee on 
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Banking and Currency is also considering legislation having to do 


_with area ere I am here to state the case for coordination 


among these and other Federal programs directed toward meeting 


; problems of urban and regional development. In urban areas where 


activities are carried on in limited space the interrelation between 
programs may be as important in solving the problems of such areas 
as the programs themselves. 

The reason for making this presentation before this subcommittee 
on housing is the fact that this has become an urbani-industrial Nation 
whose future growth and development is tending to pivot around ‘its 
metropolitan areas. Rural development and national park planning, 
as well as area development for economically depressed areas, are 
strongly affected by the pattern and expansion trends of these same 
metropolitan areas. I speak for and urge continued extension of the 
comprehensive approach in aiding our cities and regional areas which 
" represented by the urban renewal and metropolitan planning pro-. 
grams authorized in ' the Housing Act of 1954. 


4 


I. PATTERNS OF .CITIES AND REGIONS TO, COME 


Several trends in national development may be summarized jn three 
categories which have particular relevance to the matters,of urban 
renewal and area dev elopment being considered by Congress. ae 
three trends are: : 

1. Concentration of national population, in metropolitan areas. | 

2. Increased speed in transportation. 

. Increased interdependence of:urban and rural areas: 


1. anda of national population é in. metropolitan areas ; 


The first of the three key trends is generally well known. This is 
the trend toward ‘concentration of population in and around the 
standard metropolitan areas. Such concentration is a natural con- 
sequence of the gradual industrialjzation of the economy of the Nation. 
By applying our scientific skills to production and management we 
are literally changing our way of life. This is reflected: in ‘the funda- 


mental changes which occurred in the employment pattern as shown 
in the following table : 


Employment trends 


[From Business in Brief, January 1958, Chase Manhattan Bank] 
{Percent of total e Per ment for. years shown] 


salient enepeetenaeeereannennetent lnsneasesnnisenes ne ——_—— 


1880 | 1940 1957 
a + ee eS — — — —_ —_—_ - — ns —|-— rare ; 
Percent Percent Percent 
Manufacturing | 2 : d 
Agriculture : | 50 | 20 10 
yo a) a Re ee ee .| 26 | 50 60 
( 





People have been leaving the tilling of the soil in order, to 
engage in urban occupations in:an urban | setting. Established urban 
centers have expanded into great metropolitan centers, and'new. urban 
centers based on expansion of urban-type occupations -have sprung 
up to start their life cycle: For example, from 1930 to 1956, while 
manufacturing employment increased 80 percent, agr icultural employ- 
ment in the same period actually decreased 37 percent: Thus, whereas 
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agricultural workers exceeded those in manufacturing by 3.1 million 
in 1930, by 1956 manufacturing workers had exceeded those in 
agriculture by 9 million. 

The shift in employment indicates the fundamental changes which 
have taken place in our economy. The pattern of manufacturing 
activities has changed because of decreased reliance on raw materials 
as a locational factor and the greater importance of markets and 
transportation. Manufacturing has become increasingly specialized 
so that linkages between different industries are significant to al- 
most any manufacturing process. Moreover, service to individuals 
and businesses has become a major factor in our economy. 

Because urban areas are able to provide concentrations of people, 
materials and all kinds of services, they have become the dominant 
force in our economy. Thus, while metropolitan areas in the country 
are rapidly increasing in population, other areas are stable or even 
declining in population. All present indications are that American 
metropolitan areas and cities will continue to absorb almost all of 
. the Nation’s population growth of the coming decades and will con- 
tinue to spread over great areas of land at an increasing rate. 


a 


2. Increased speed in transportation 

Transportation is getting faster. Airlines are going to jets; trucks 
are traveling faster on expressways; cars are driving faster; rail- 
ways are using pick-a-backs; conveyor belts and pipelines can handle 
certain kinds of goods with great speed and volume; and sea-going 
vessels are traveling faster. Travel time can be reduced, although 
at an increased cost." Apparently competition in the economic world 
demands faster and faster means of transportation, and apparently 
this is economic in the long run, or else this trend would not continue. 
Therefore we can probably look forward to even faster means of 
transporting people and goods in the future. 

Development of -the new éxpressway system is not only speeding 
the movement of people across country interconnecting metropolitan 
areas, but also in and out and through our congested urban centers. 
In mountainous areas, traveltime between cities may be cut to one- 
half, and in metropolitan areas, commuting distances may be increased 
fourfold. New: patterns of development. are emerging as central 
city commuting distances and service zones are being rapidly 
expanded. 

3. Increased interdependence of urban and rural areas 

In our developing urban-industrial economy, the pattern of metro- 
politan, centers is also assuming a major.importance in relation to 
‘rural areas and resource development. 

Paradoxically, the growth in urban activity and urban space has 
not made the rest of the country less important. Indeed, the phenom- 
enon of urban growth has made imperative greater concern for 
the regional resources reposed. in the Nation’as a whole. The urban 
demand for water, :power and recreation space is growing rapidly, 
and the expanding urban areas are also affecting important agri- 
cultural land.and water resources. 

At the same time, .rural territories and small towns are. finding 
that part-time and full-time job opportunities based upon major 
urban ‘centers are essential to maintain family income and stabilize 
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population in rural communities. Professor Vernon W. Ruttan of 
the Purdue University Department, of Agricultural Economics in 
testimony on February 24, 1958, before the subcommittee on produc- ' 
tion and stabilization, emphasized this relationship. 

The following quotations are taken from: Professor Ruttan’s. 
testimony : 


First of all, it is clear that local-urban industrial development is an 
essential ingredient in the solution, of agriculture’s-underemployment prob- 
lem. The evidence is quit clear that the level of agricultural income 
is closely related to the extent of local urban industrial development. This 
‘is particularly clear in the Southeast and in the other areas designated by 
the Secretary of Agriculture as generalizeil problem areas. 

The implication seems clear that there are only a limited number. of small 
cities and towns which possess location characteristics sufficiently: attractive 
to serve as a basis for substantial long term urban industrial development. The 
type of development, for example, that would be sufficient to bring an area - 
into the standard metropolitan classification by 1975. 


I would suggest, therefore, that industrial development and redevelopment 
programs which focus their efforts on the potential urban industrial centers 
will be more successful than programs centered on areas which are selected 
by other criteria—purely on the basis of the current level of income or the 
magnitude of unemployment or underemployment, for example. 

In view of: the intermingling of urban and rural land use areas 
which is occurring with ‘metropolitan extension; the interlockin 
of urban and regional resource development to meet water an 
recreation needs; and the interrélationship between’job opportunities 
in urban.centers and employment needs in agricultural areas, a broad 
regional. viewpoint of our future .patterns of industrial. location, 
highway and transportation systems and’ resource development: is 
essential in establishing policies for such national programs as urban 
renewal and housing. : 

Illustrative chart of metropolitan regional patterns: In thé minds 
of the American people, the growth of major’ metropolitan centers 
has been, dramatically portrayed, with particular emphasis on the 
“strip-cities” which are coming into existence along the East Coast 
from Boston to Washington. This continuous urban expansion is 
readily observed, but there are other equally significant patterns of 
urban and metropolitan. development now idéntifiable. 

The chart of a portion of the Midwest indicates regional patterns 
which result from variations in size and spacing of urban centers 
and from -variations in soil; water and. other natural resource char- 
acteristics. With modification of scale and resource characteristics, 
similar patterns may be identified in-other parts of the Nation. 

(1) Along the southern edge ‘of the Great Lakes, a “strip-city” is 
developing from Pittsburgh to Detroit and on toward Chicago,.which 
has many of the characteristics of the east coast “strip-city.” 

- (2): Through the Corn Belt and rich farmlands of central Illinois, 
Indiana and Ohio, :a pattern of smaller metropolitan centers can be 
seen’ extending, from Peoria and Springfield, Ill.; to' Muncie and 
Fort Wayne, Ind., and to Lima and Springfield in Ohio. Spaced 


.at intervals of 20 to.50 miles with open country between and linked 


by rail and highway networks, these centers are only 30 minutes to 

an .hour’s travel time apart. : ae ' 
The importance of eis smaller metropolitan centers: to the rural 

area and small cities around them can be seen from the following 


data: 
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(a) Decatur, Ill. (population of 78,500 in 1950) draws 25 percent of 
its labor force from outside its urban area and from communities up to 
60 miles away. Pets 

(6) Argenta (population 850) is dependent upon Decatur, 12 
miles away, for employment of one-half its labor force. 

(ec) Taylorville (population 9,200) has declining employment. in 
coal mining, but 25 percent of Taylorville’s labor force is now em- 
ployed in Springfield or Decatur—both of which are about 25 miles 
away. 

This dispersed pattern offers many advantages in fast, flexible com- 
muting, in limited but efficient size of central city, and in variety of 
environments for living. Industrial expansion rates suggest. that 
it is also an economic pattern. 

(3) The Wabash Valley flows from rich farmland in the north- 
central parts of Indiana and Illinois south to the Ohio through - 
hilly southern territories which need aid in adjustment because of 
declining employment in agriculture and mining. 7 

Development of water resource potential could encourage industrial 
development in cities at. key locations and also support expansion. 
of the recreation industry. Such a regional approach, in this. and 
other strategically located watersheds, could lead to a balanced pro-' 
gram of metropolitan growth and related economic support for 
smaller cities and rural areas. 

Goals for metropolitan and regional development: With the rapid- 
ity of change in resource use and in production and trarisportation 
technology, it is not safe to project simple extensions of old patterns 
into the future. From the present patterns of cities and natural re- 
sources, it is evident that no single development policy will meet 
conditions or satisfy our needs. . It is also evident that we can make 
certain choices and direct development to achieve economic and social 
goals through patterns of resource use ard urban development and 

redevelopment. 

Congress has recognized the need for comprehensive, rather than 
piecemeal approaches, through provision for a workable program 
in urban renewal. Why is a workable program which sets forth 
a comprehensive approach to dealing with its problem of urban blight 
required of every city which wishes to participate? It is required 
because Congress knows that only by getting at and correcting the 
causes of blight will it be possible to prevent Federal funds from 
being wasted. Or even worse, Federal and local funds may be used 
to a community’s disadvantage through an unnecessary oversight 
which could be avoided by comprehensive planning. 

Congress has further emphasized the need for coordinating by 
making metropolitan regional planning a component of the work- 
able program for urban renewal and by providing grants-in-aid to 
encourage metropolitan regional planning programs... By doing this, 
Congress has recognized the interdependence of the municipalities of 
our metropolitan areas and the fact that their individual programs 
for “wo renewal and urban expansion must be parts of a regional 
whole. 

The same principle applies to the larger regions visualized on the 
chart and especially to the several regions where economic adjust- 
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ment is required to meet declining employment. Only as these re- 
gions become competitive with other areas can they hope to solve 
their economic problems. Basic public facilities such as water supply 
and transportation have a dominant role if this goal is to be achieved. 
Regional. resource and transportation development policy could be 
directed to this end through a comprehensive program for expanding 
urban industrial job opportunities. and improving commuting travel 
routes. 

An interlocked pattern of regional, urban, and rural development. 
is essential to meet employment needs: in some regions and to- guide 
development into desirable patterns in other regions affected by high 
rates of urban expansion. 


Il. STATE AND FEDERAL RESPONSIBILITY IN REGIONAL DEVELOPMENT 


The Federal Government and the State governments have assumed 


responsibility for National and State conservation and development: 


programs. For many years there have been National and State joint 
programs for water-resource conservation and development and for 
the conservation of timber resources. Federal agencies and_ the 
States have collaborated in economic development, and additional 
area development programs ‘are now being considered. State and 
National collaboration on highway programs has entered a new: di- 
mension with the approval of a national system of, interstate high- 


ways. Finally, national agencies, in collaboration with the States, ’ 


are working to develop a national recreation plan and program with 
special reference to metropolitan area needs, . 

In 1949, the Congress adopted a national housing policy, expanded 
this.in 1954 with even greater emphasis'upon urban reneway of 
our cities and established a joint program with the States for plan- 
ning assistance in smaller communities. , In urban areas where peo- 
ple live, work, and play close together and space is at a premium, ‘not 
only the individual programs, but the relationship between all these 
programs become a matter of primary concern. This applies es- 
pecially to the extensive areas. of the Nation now in the process of 
urbanization. ' It is estimated that already 1 million acres a year 
are going into urban land uses. 

The Federal and State governments with responsibility for Na- 
tional, State, and regional programs for water-resource development, 
for recreation, for housing and urban renewal, and for highways and 
other transportation systems, must find ways by which these programs 
may be coordinated. Basic policies must be interrelated so that actions 
taken are not in conflict, but rather support each other. Joint action, 
for example, between those responsible for flood control, highways, 


and urban renewal should be possible where their interests overlap.. 


Ways niust be found for such coordination at the State and regional 
level, as well.as by the Federal and municipal governments. - 
Recommendations 


The concept of coordinated and comprehensive planning’ (illustrated 
by urban renewal’s workable program) should. be extended in two 
important ways: 
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1. Strengthened State and regional planning and development. pro- 
grams 

Some States now have agencies carrying forward needed programs 
of statewide planning and technical assistance to cities and regional 

oups in their planning and development programs.:* However, the 
States by and large are not assuming the degree of administrative and 
financial responsibility which they should for metropolitan and re- 
source regional development. ; 

A workable program is needed for State and regional planning and 
for area development. Under such a workable program a State would 
be encouraged to accept responsibility for guiding its cities and regions 
in comprehensive. planning for such programs as urban renewal, 
highway and water resource development, and area economic develop- 
ment. Federal encouragement of such workable State programs could 
take the form of increased financial aids as an incentive or the require- 
ment of such comprehensive plans and programs as a prerequisite for 
Federal aids. 

2. Strengthening of metropolitan planning programs 

Metropolitan planning programs would be greatly aided by the 
establishment and strengthening of regional planning and area devel- 
opment programs at the State level. Further strengthening should be 
provided by congressional action ‘requiring recognition of approved 
metropolitan comprehensive plans by all Federal or federally aided 
programs, including highways and recreation, as well as housing 
and urban renewal. It is, of course, not intended that the major 
programs so urgently needed and’ now underway be delayed until 
metropolitan plans have been adopted. However, as metropolitan’ 
plans are completed and approved, Federal programs which affect 
urban development should be required to be related to such metro- 
politan plans. 

Federal action in support of State, regional, and metropolitan area 
development should comprise technical aid and information services 
as well as financial assistance. A considerable degree of coordination 
of national programs is also required and is now being provided to 
some extent through interdepartmental committees. and through .the 
activity of the Bureau of the Budget. Some coordination and techni- 
cal assistance responsibilities have been centered in, and could usefully 
be expanded in, such units as the Housing and Home Finance Agency 
and the Office of Area Development of the Department of Commerce. 
Further consideration should be given to other means for achieving 
overall coordination of national programs related to urban develop- 
ment. 

Federal requirements that aid programs be contingent upon ade- 
quate State, regional, and metropolitan planning programs would 
have as their objective.efliciency and economy in the expenditure of the 
taxpayers’ funds. _ Wise use of our resources is essential if we are 
to cope with the many problems that. face us in our urban and regional 
development programs. Federal grants: or loans to encourage com-. 
prehensive planning would be an investment to assure the best return 
on the major expenditures being made for highways, for water re- 
source development, and for housing and urban renewal. 
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lI. URBAN RENEWAL 


The concept of urban renewal has gradually developed from the 
early limited proposals for clearance of slums to a. comprehensive pro- 
gram for the development and redevelopment of our cities. As the 
concept broadened, Sasepene has from time to time added new ele- 
ments to provide a range of aids to municipalities, including housing 
for relocation of displaced families; specialized FHA insurance pro- 
grams; grants and loans to undertake specific projects for clearance, 


rehabilitation, and conservation; and loans for urban renewal | 


planning. 

Congress has also recognized the need for coordination of these 
local activities and federally aided programs if a successful renewal 
program is to be achieved. - To this end, grants-in-aid for local plan- 
ning for small cities and. for metropolitan planning were made avail- 
able under section 701 of the. 1954 Housing Act. As described in 
section IV of this statement, many. communities have been aided to 
undertake planning programs essential to the success of renewal 
activity. 


As we might well expect, continued experience with urban renewal 
_ has made us aware of certain limitations in the present legislative au- 
thority and in the administrative procedures. Perhaps the most im- 
ortant need is for modifications in law and procedure that. will permit 
onger range urban renéwal programing and greater flexibility in 
. the carrying out of an urban renewal program.: Provisions for greater 
flexibility are urgently needed to speed. up the renewal program.’ 


» 


Recommendations 


My first comments refer to the committee print of the Housing and 
Urban Renewal Act of 1958, dated May’8, 1958. I strongly endorse 
and urge action on the following séctions of Title II, Urban: Renewal: 

1. Section 201 -(a).: This proposal to extend the number of years 
of authorization of the program. to 10 years will permit municipalities 
to program more effectively. and with greater flexibility for urban 
renewal action. Sis 

2. Section 201 (b) : A community renewal program with provision 
for Federal grants-in-aid is urgently needed. We are well.aware of 
the limitations on renewal programs which have -resulted iri many 

‘cities from concentration on 1 or 2.projects. Advance planning’and 
programing. over a period of years is essential and should be pro- 
vided for through both the “general neighborhood renewal plan” and 
the “community renewal program.” : . 

3. Section 203 would increase flexibility by making eligible, as 
noncash local grants-in-aid, capital improvements in a project area 
if the project is initiated not more than 5 years after the improvement 
is commenced. : . 


4. Section 204 would speed preparation of renewal plans by a: 


realistic reduction in the detail required. However, I would prefer 
_. the addition of the words “pattern of” so that the rewenal plan would 


indicate land use area location relationships’ through “the general 
pattern of land uses.” 

I also endorse the provisions of ‘Title ITT, Low Rent Housing, which 
would encourage smaller dispersed projects and provide more flexi- 


bility in permitted occupancy in relation to income status. « Large- 
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scale projects and restrictive family. income policies have tended to 
create neighborhoods of families segregated by income, by race, and 
by social maladjustments. Such policies contribute toward the. con- 
tinuation of many of the social ills this housing program is-trying to 
ease. Furthermore, broadening of the role of low-rent and coopera- 
tive housing in the relocation program is essential if the urgent needs 
of many displaced familiés are to be met. 

In addition to endorsing these important provisions in the proposed 
housing legislation, I would like to indicate certain further directions 
for improvement which the Congress might consider: ; 

1. The first is stronger provision for correlation of, urban renewal 

programing with other Federal programs, particularly the progam 
for aid in financing capital improvements and the program for high- 
ways. Both of these programs involve public works of major import- 
ance in forwarding the renewal programs, not only because they may 
fall within renewal areas, but also because in many instances the 
highway improvement or public works improvement is essential to 
the success of a renewal project. Relationships of timing and finane- 
ing as well as physical coordination of projects are critical. Throwgh 
the overall community renewal program those relationships could be 
identified, and by legislative requirements for conformity to the . 
géneral plan, coordination could be assured. 
' 2. The Congress recognized the urgency of the relocation. problem 
in urban renewal by requiring a-plan for relocation as a prerequisite. 
to approval of a renewal project. There is an evident need to give 
further ‘recognition to the social implications of the relocation re- 
quired ‘by ‘many renewal plans. The stubborn problenis of troubled 
families and inadequate incomes ‘will not yield to a renewal program 
that is limited in scope to providing for relocation of families to 
housing meeting rhinimum standards... It would. be most important 
that communities develop and correlate health, education, and welfare 
service programs as an element of urban renewal plans and programs. 
The !community renewal program should provide the needed 
framework. 

3. Congress should also review the need to authorize and even en- 
courage the establishment of urban land banks through the renewal 
program. Urban ‘renewal projects, urgently needed to rid cities of 
seriously deteriorated housing, are being. postponed because there is 
no feasible economic reuse at the present time. 

To defer action‘in such areas until a suitable reuse has been identi- 
fied means to extend indefinitely those conditions of social distress 
which the renewal program is designed to eliminate. Furthermore, 
in such areas the costs of clearance may. be.substantially lower at the 
present time because there are no competing demands for the use: of 
the land. Tee 

Over a long period of time, communities would find.it advantageous 
to have"land reserved to which they can-turn as new development 
needs arise.- Our cities are choked and limited in their development 
by congestion and the lack of suitable. open spaces. Interim public 
uses for recreation and othet suitable purposes would make effective 
use of most such. cleared areas. 
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Iv. LOCAL PLANNING ASSISTANCE UNDER SECTION TOL OF THE HOUSING : 
ACT OF 1954 


Federal aid to local planning is not a handout. It is a method of 
helping to insure wise expenditure of Federal funds. There is a 
wide range of Federal-aid programs involved expenditure of large 
sums of money. A major objective of the local planning assistance ’ 
program is to provide a basis for relating Federal programs to local 
plans and programé, and also for’ coordinating urban renewal, inter- 
state highway, and other federally aided programs: 

The 701 program: is in process of achieving its major objective of 
encouraging cities and metropolitan areas to undertake comprehensive 
planning. As of February 1, 1958, the section 701 program had meant 


‘assistance for 568 small municipalities and 41 metropolitan areas, 


urban regions, and special disaster or federally impacted areas. Most 
of those municipalities and’ areas would not lave. undertaken such 
planning without section 701 assistance. ,As of February 1, 1958, an 
additional 176 small municipalities and an additional 16 metropolitan 
areas, urban regions, and special. areas, were seeking planning 


assistance. 


‘What is .of.equal significance is the stimulus given’to State action 
on planning assistance and the stimulus'to loval organization and. local 
expenditures for planning. ! Se ; 

A total of 33 States and Territories have established State planning: 
— with authority to participate in the section 701 program. 
wenty-two are already providing planning assistance to small mu- 
nicipalities. and itis expected that:more States will participate in 
section 701 over the next 2 years. In several States, legislatures will 
not meet until 1959. States without adequate legislative authority’ 


will need more time to establish and improve programs. 


‘ 


Recommendations 


The program of local planning assistance embodied in section 701 
of the Housing Act of 1954 is sound and essential, and it should be 
extended through further appropriations of funds to permit. suffi- 
cient time for the building up of adequate State programs. \ 

Section I of this statement described the varied regional patterns 
of urban and rural] area development and the growing importance of 
metropolitan areas. The section 701 legislation should be amended 
to provide for grants-in-aid. not only to metropolitan planning agen- 
cies, but also to State, interstate, or regional agencies authorized to 
prepare comprehensive plans for metropolitan areas, for urbanizing 
regions or for economically depressed’ areas. 

Study should be given over the next year to the need for strength- 
ening State legislative authorities and-administrative procedures to 
widen the responsibility of the‘States.° State responsibility for local 
planning assistance should include finaricial aid.as well as technical 
assistance and information. we fee 

However, the Federal Government should -recognize the inherent 
difficulty in achieving coordination ‘of the planning programs of. 
metropolitan areas, especially those areas which cross State lines. 
It is essential that Federal grants-in-aid to éncourage .and: support 
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metropolitan area planning be continued and it would be appropriate 
for such aid to be increased. 

The result of these recommendations would be to carry forward 
the present program and provide time to work out the proper Fed- 
eral, State, and local relationships: and desirable adjustments in or- 
ganization and in ‘financing procedures. This. time period would 
also permit the local planning and metropolitan planning programs 
to be extended to other States through: establishment of responsible 
State a agencies, . 


Vv. THE CRITICAL SHORTAGE OF PROFESSIONAL PERSONNEL 


Before the 1949 Housing Act, a shortage of trained and experi- 
enced personnel was limiting the ability of our cities and States to 

lan for ‘their future development., Since 1949 the Federal Gov- 
ernment has enacted legislation providing encouragement for housing, 
urban renewal; highway, resource development, and recreation pro- 
grams which. have multiplied. the demand for professional planners. 

Congress, in ‘authorizing major new development programs and in 
appropriating funds to support these programs, should:be fulHy aware 
of the need to assure a supply of professional personnel capable of 
planning and. administering the: programs. The, rate of expansion 
of program, should be geared not ‘only to the urgency of problems 
but:+also the capacity of resign: services ‘required to assure a 
sound program. 

Some increased efficiency in 1 the use: of qualified professional person- 
nel could ‘be obtained through establishment of more State, regional, 
and metropolitan programs with professional staffs capable of pro- 
viding leadership and even s ecinlized professional services for the 
communities and subareas within their broad regional responsibility. . 
However, introduction of efficiencies will net meet the present, acute 
shortage of qualified planning personnel. The planning profession, 
while encouraged by the amount of interest being shown in adequate | 

lanning ‘and development programs, is greatly “concerned that this 
interest is. developing much ‘faster thant we are presently able to 
train personnel to carry on thé programs. 

Over the past 10 years, several graduate programs have been estab- 
lished and other graduate programs expanded by our universities. 
The rate of expansion’in enrollment, however, is limited by. the re- 
sources made available to provide teaching staff, and by scholarship 
and other financial aids for students. 


Recommendations | 


The following geadhiition adopted’ by : the American Institute of 
Planners in May 1956 recommends the establishment of a Federal 
scholarship: program : 


For ‘a decade, the. number of lien positions created has exceeded the 
number of :trained graduates. A decisive increasé in size of graduate train- 
.ing ‘programs is needed to help meet»this continuing problem. 

The institute also r ecognizes the' problems faced by the schools of planning. 
They often lack scholarship and: teaching resources available ‘to larger and 
, older professions. This. has preverited their’ achievement of higher levels: of 

enrollment, despite the fact that = for professional employment 

are unusually good. ; 
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To remedy these conditions the institute urges adoption of legislation which 
would authorize Federal scholarships for a period of 10 years for graduate 

training’ in city planning. Scholarships should be awarded to individuals on a 
basis. of merit in accordance with standards comparable to those provided 
for other Federal scolarships in the fields of pure science, public health, and 
the like: The scholarship program should be of such a magnitude as to com- 
pete effectively with scholarship oppdrtunities in other fields and to double 
present graduate enrollment in ‘city ei ir at. the earliest . possible 
opportunity. . 


The last 10 years has also seen a major expansion of basic studies 


carried forward through the organized research of the plannin de- _ 


partment of our universities. For many years the.members of the 

:. American Institute of Planners have been studying America’s cities 
‘and regions as ‘part of their professional staff and consulting ac- 
tivity. Now, through the university research programs, .major con- 

' tributions to our understanding of the structure and growth trends 
of cities and regions are being made. These research activities have . 
also strengthened the teaching programs and provided research as- 
sistantships for. mature graduate students. 

Public and private funds are urgently needed to strengthen grad- 
uate training programs by improving teaching salary scales, by sup- 
porting needed research, and by providing scholarship aids for grad- 
uate students who are interested in public service in the comprehensive 
planning of cities, metropolitan areas, and regions, ~-- 

Senator Sparkman. Thank you, Mr. Wetmore. I think that is, 
a very fine statement. You have some most helpful suggestions in 

it and I -hope something can be done on ‘this score. 

Mr, Wervore. Thank you, sir. I, appreciate the opportunity to 
_ present the statement before you: 

Senator Sparkman. Let me ask you just this one’question: Of 
course, I’ can see how State planning could be set up, but how would 
regional planning’ be done? ‘Through the coordination of the States 
in that particular area? 

Mr. Wermore. Yes, sir. I think there are " Ewo aspects to this. 

Some of the regional planning which is required is in areas which 
are less than a State in size and scale. Here the State might have 
the same kind of responsibility we see thern having for the metropol- 
itan.areas.. It isa larger region within the State. 

Where there are interstate situations like metropolitan areas’ and 
river basins and the like, here an interstate compact: approach or 
other device can establish a suitable joint’ program. 

» ‘Senator Sparkman. Thank you ‘very much, I: appreciate. your 
appearance and I am very glad to have this fine paper and your.very 
good présentation of it: = - 

Next we have Mr.,J. Orlando Ogle, sialagttias of, the National 
Housing Conference, and Dr. William Li C. Wheaton, chairman of 
the board of. directors of the National: Housing’ Conference. 

I hope it lias not inconvenienced you gentlemen to come this morning - 
instead: of ‘this afternoon. We are running into some; conflicts this 
afternoon and, I was particularly eager to be here with my very fine .. 
friend and fellow citizen of Alabama, Mr. Ogle, = president, of’ the | 
National Housing Conference. _. 

.I am very ein you comune were ‘able:to come on this morning. 
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STATEMENT OF J. ORLANDO OGLE, PRESIDENT; ACCOMPANIED BY 
DR. WILLIAM L. ¢. WHEATON, CHAIRMAN, BOARD OF DIRECTORS, 
| NATIONAL HOUSING CONFERENCE . 


Mr. Oate. Thank you, Senator. We were delighted to Si the 
shift. The morning is a little more convenient to: us than the 
afternoon. | “4 X 3 

Senator SparKMAN. Fine. °' : 

We have your statements: ard they will be placed in the record in 
full, but you proceed as you see fit. 

Mr. Oate. Mr. Chairman and members ol the committee, thank you 
for this opportunity ‘to testify today. My name is J. Orlando Ogle 

“and I ‘am: president of the National Housing Conference. I am 
engaged in the insurance business in Birmingham, Ala., and for many 
ears I have been chairman of the housing authority of the Birming- 

am district. Our housing authority is charged’ with the responsibil- 
_ ity of carrying out hoth the low- rent public housing and urban- 
. renewal programs: . 

_I am accompanied today by Dr. William L. C. Wheaton, who is 
chairman of the board of directors of the National Housing Confer- 
ence. He is professor of city planning and director of the Institute 
of Urban ‘Affairs with the University of. Pennsylvania. 

For. the record, I should ‘like to make a. -brief formal statement. 
Dr. Wheaton will covet informally areas, of our greatest concern, 
‘and answer any’ technical questions. We have other technicians with 
us who are available’ to answer ¢ any special questions should the need 
arise. 

Ever since housing has been an issue of national concern, the 
National Housing Conference has been appearing before appropriate 

“committees of the Congress in behalf of housing and urban: redevelop- 
ment'legislation. Our position is so well known to members of this 
committee that I hesitate to trespass on the committee’s time’ con- 
csping pending legislation. Yet I feel that this year there is a real 
opportunity for progress on several:important fronts and we wish 
end every encouragement that it is within our power to give. You 
han before you in the committee print ‘which was submitted by the 
chairman, ‘and in S. 8781, introduced by Senator Clark, the ‘basic 
machinery, for genuiné progress. This committee has already made 
many significant contributions to k stimulation of housing eonstruc- 
tion in 1958. -Passage of the so-called Sparkman bill, S. 3418, will 
undoubtedly add from 50,000 to 100,000 new homes in an area of ver y 
substantial need. ‘ Your heatings throughout the past year in several 

key areas of the country produced invaluable, information. 
“ thing I believe has become crystal clear, and that is, that with- 


out adequate relocation, housing the gigantic program of urban re- 


newal for the rehabilitation o the urban areas of our country is 
doomed. to’failure: One of, thé major jobs, to be encouraged by any 
omnibus legislation is to fill the ; gap in this area. 

I would like to maké one general statement concerning total housing 


oe needs. In 1954 we presented to this committee a study on housing 


needs which, has never been challenged. It showed that in 1950 there 
‘ were in use some 15 million substandard homes, of which some 10 
. million should be replaced and approximately 5 million were subject 


! 
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to rehabilitation. We made the case that if slums are to’ be‘eliminated 


and current housing needs are to be met; at least 2 million’homes a yéar 
should be constructed for a period of at least 20 years. , That situation 
has not improved. Yet we keep postponing the day when we will face 
up to. what it takes to carry out the greatest conservation program in 
history, namely, that of'rehabilitating the cities and communities of * 
America and providing decent shelter for: all families.’ Some day. 
we will be forced by circumstances to take realistic, ‘bold action.’, We 
believe that this country can afford to spend as much for the conser- 
vation of the communities where people live as it spends on a gigantic 
highway program. We believe that it is not unreasonable for the . 
American people to face up to the fact that they should spend over the ' 
next 10-year’ period ‘at least half of the amount that they spend in 
1 year for military defense. We believe that the 'time is long overdue 
for the creation of a Department of Housing and Urban Development 
which would give the two-thirds of the American people who live‘in 
urban areas equal consideration at the Cabinet level to that given 22 
million persons living on farms, through the-Department of Agri-~ 
culture. , " rt od Takes 

I make this brief statement of our total goal so that the committee 
will know that we have not lowered our sights as I discuss-the imme- 
diate proposals before us which. are of great importance in laying the 
groundwork and producing the tools which someday may be, forged 
to achieve the total job. ‘We still support the principle of an adequate 
middle-income housing bill such as that’ introduced by the chairman, 
Senator Sparkman, in 1950; by former Senator Lehinami in. later years; 
and by the Senator from Pennsylvania, Mr. Clark, in 1957. These 
were sound proposals when they were made and they continue to be 
sound today. . ties 3 : 

We haye very little to say. concerning the proposals of the ¢#dmin- 
istration, contained in S. 3399, referred to as-the “Housing Bill of 


- 1958.” Many of the proposals ‘contained in that’ measure have merit. 


We do not, however, agree that interest rates should be raised and 
that mortgage ceilings under FHA should be increased from $20,000 
to $30,000. _ It seems to us that in spite of increased costs, families who 
can afford housing in those price brackets can be amply éared. for 
through conventional financing methods without Federal guarantees. 
We agree that FHA insurance authorizations should be increased to 
$4 billion, but we recommend that it be limited to 1 year. © 

We find it difficult to understand the Administration’s recommenda- 
tions on urban renewal under title III of its bill. We feel that the 
urban ‘renewal program has progressed steadily, that it has caught 
the imagination of the American people. , It has beeti exceptionally 
well administered under the present Commissioner, Richard Steiner. 
We applaud the Administration and the author of the Administra- 
tion’s bill for coming forward with a 6-year program in’ an effort to 
obtain continuity and:‘to make planning possible. We believe that its 
recommendations of Federal grants' for community renewal programs 
makes: sense. But what we cannot understand is why a formula of 
Federal-local sharing is recommended ‘that will, in.our opinion, make 
the program inoperative. ‘The American Municipal Association, The 
United States Conference of; Mayors, the National Association of 
Housing, and Redevelopment Officials; the, AFL-CIO, and others, 
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have recommended that the Federal-local formula be changed from 

the existing two-thirds Federal to one-third local basis to 80 percent 
Federal. To reduce it:to a 50-50 matching basis as suggested by the 

Administration means that most communities will be unable to parti- 

cipate.. Either we make up our.minds to clear slums, or we don’t. 

We believe that the Administration’s recommendations on public 

housing are totally inadequate.’ They are based on a record of defeat- 
_ ism, disinterest, and distrust of the integrity of local operations. 

The urban renewal program has: proven ‘conclusively the need for 
public housing, if for no ‘other reason. than the relocation of low- 
income families displaced through slum clearance, highway construc- 
tion, and other public actions. Yet the Administration asks only for 
a continuation of authority to contract’ for those units remaining 
which were authorized by the Congress nearly 2 years ago. It is my 
belief, as a local housing authority chairman, and it has long been 
the belief of the National Housing Conferénce, that the dismal record 
‘in public housing over recent years is due largely to the overfederali- 
zation of the program. Local, public housing authorities have been 
reduced to little more than ineffective errand boys to the Public Hous- 
_, .ing Administration in Washington. Of course, there have been delays 

- caused through local problems'such as securing sites, and other local 
‘difficulties: But on balance, the Federal Government must bear the 
major responsibility for this abominable record. . | 

Which brings me to what we believe to\be the two most important 
measurés before the gommittee at this time. I refer.to the committee 
. print.sybmitted by the chairman and to S. 3781, introduced by Sen- 
‘ ‘ator Clark.” We of the National, Housing Conference are in total 
-agreement, with both of these measures. Each gets to the heart of 
présent difficulties in the urban-renewal and low-rent public housing 
So ses Our general preference is for S. 3781 because the Clark 

ill would provide a 10-year. program ‘for urban renewal in the 
amoynt of $5 billion, with an annual capital grant authorization of 
$500. million, which could be in¢redsed by 100 million in any one year. 
We feel that it is more realistic as to the needs of American cities than 
the $350 million for each of 10, years recommended in the committee 
print,’ which could be increased by $150 million in any one year. Each 
is a vast improvement over existing law ‘and we urge the approval of 
the.urban renewal recommendations in S. 3781. 

Both, bills would make possible the development 6f public low- 
rent housing in urban renewal ‘areas. Under present provisions 
when a new public housing project is located: outside of an urban 
renewal, area, the locality is required to make a local contribution in 
the form of tax exemption, but.if loeated within such an area a further 
. local contribution is required equa]: to one-third of the writedown in 
- Jand, yalue. Because of, this double local contribution, city govern- 
ments have hesitated..to develop public |housing in urban renewal 
areas, although in many. cases, these areas: are especially suitable for 
: the rehousing of low-incorne families accustomed to living in. them. 
Each bill would remedy this diffictilty by accepting tax exemption as 
. the only required local contributi 


( age a to projects in urban 
renewal areas. This action, would lead 'to better local planning by 


hgh 2 an appropriate use :for, all parts of cleared slum areas.. 


_ By offering sites: to ‘public ‘hoysing in congested neighborhoods, it 
‘ would permit.smaller projects than in the past, when large projects 
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were favored in order to create their own neighborhoods in the midst 
of slum areas. ey | 

The National Housing Conference has recommended the approach 
contained in'the committee print and in S. 3781 since 1947, when urban 
redevelopment and slum clearance was first discussed. It believes © 
that in fairness to all the cost of clearing slums and the cost of new 
public housing should be separated so that the people will know for 
exactly what purpose their tax dollars are going. , ; 

One major attack against public housing is its high unit cost. It 
must be remembered that under existing law these high costs include 
the cost of clearing the slum and redeveloping the land: for housing 
purposes. The proposed legislation would go a long way toward 
clearing up this inequity and bad bookkeeping. 

Other amendments to public housing law contained in both the 
committee print and the Clark bill would, if adopted, provide a new 
bill of rights for public housing and its use by local communities. _, It 
would make possible for the first time the achievement of local’ re- 
sponsibility for the operation of public, housing within sound limits 
of national public policy. ; 

The new statement of policy as recommended is basic.to the: future 
development of low-rent projects. It would be the policy to ‘build 
smaller projects better related to deal neighborhoods in order to avoid 
the institutional appearance which has often plagued such projects 
in the past. It would encourage the rehabilitation of existing homes, 
for +public housing use.: It ‘would encourage scattered sites and 
individual homes within existing communities wherever ,feasible. 
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‘Under these recommendations,’ dwelling. structures would ‘be’ so 


arranged as to facilitate transfer or sale to families whose’ incomes 
increase beyond: the limits for contitued occupancy, and it’ would 
make. adequate provisions for larger ‘families and elderly families, 
We applaud the feasible formula for eventual home ownership. . 
Under the committee print and the Clark bill, local public, agericies 
would be given full responsibility. forthe establishment of rents and 
eligibility requirements (subject to income limit ceilings for, which 
provision is made in the licinlaticon), the preparation of budgets, and 
the control of expenditures. Under these measures, with proper local 
administration it would be possible for public housing to become part 


_of the total community and not something set apart. NHC has always 
argued that to gain local responsibility, local communities must be 
_ made responsible. The committee print and the Clark bill would make 


that possible. Annual contributions would be made as a local. right 
in’ the sense of a capital, grant to be paid in 40 equal payments. 


| The Federal Government would continue to have close .inspection of 


development to assure that standards are met and value received. 
Projects would have to comply with their objective of being available 
solely for families of low income. The Eederal Government would 
relinquish none of its rights of entry where a local authority was doing 
a bad job, or was not living up to the objectives of the law. ' " 

.. If adopted, the committee print or the Clark bill would create an 
incentive to local authorities to produce better management by divid- 
ing residual receipts: from projects, with ‘one-third going to the local 
authority to be used for low-rent housing purposes, and two-thirds to 
be applied for advance amortization, of outstanding indebtedness. It 
is estimated that such an incentive would reduce the amortization 
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riod from 40 years to 3114 years, that the aggregate Federal contri- 
utions would be somewhat decreased and that local authorities would 
produce,the kind of a job that was intended under the original Housing 
Act of 1937.' | 

I would like at this place in my remarks to submit brief statements 
that. we have prepared, describing how income limits would be set 
under the committee print.’ There'is included a table showing maxi- 
mum exemption for net family income for determining eligibility for 
admission under the housing legislation prior to 1957, under the 1957 
Act, under the Administration’s 8. 3399; and under the committee 
print. The latter would hold true also for the Clark bill. 

We have also a brief statement of the effect of this legislation on 
public housing rent and also a definitive description of the use of 
residual receipts, and their effect on Federal-local costs over the life 
of the project. i 

May I present at this time also a'statement disclosing housing costs 
for a low-rent. unit which ‘would be sold under a purchase contract 
pursuant to the provisions of S. 3781 or the committee print. : 
. We do not propese'to get, into a so-called “numbers game” concern- 
ing the number of public housing units. ‘We prefer the provisions of 

_ the, Clark bill, which would release the remaining authorization for 
annual contributions under the Housing Act of 1949. If S. 3781 
should be adopted, it would make possible the construction of approx- 
imately 200,000 to 220,000 additional public housing units to be built 
as the local’need develops. ) 

While nothing has occurred to change our estimate of need of 
200,000 low-rent publié housing units a year, we recognize the con- 
stant difficulties:that have arisen and the falling off of local demand. 
It seems to us imperative that. the machinery itself be revised as is 
recommended. in both the committee print and the Clark bill, and we 
believe that, the demand will be evident promptly. Obviously the 
propdsal in the committee print relative to the size of the program 
' which would authorize new annual contribution contracts in an 
amount of' 35,000 units to become available July 1, 1959, is much to 
be preferred to the administration’s recommendations. 

As I mentioned at the outset of my remarks, we are disappointed 
that a meaningful program to assist families of moderate income is - 

‘apparently not in the works for active consideration. The least we 
believe that should be done this year would be for a moderate-income 
rental housing program in the amount of at least $1 billion of. direct 
loans through the Federal National Mortgage Association, for large- 
scale rental projects, private, nonprofit, and cooperatives. We would 
recommend an interest rate of no more*than 314 percent, with the pro- 
ram to.be serviced by FHA and mortgages purchased by Fannie, 

ay. Under such a program. we would recommend against an insur- 
ancé charge of 14 of I percent. Of this.total program at least $300 
million should be: set aside for cooperative housing, of which half 
would be held for consumer co-ops. | : 

We are disappointed that there appears to be nothing in pending 
legislation which would extend and expand section 213, Cooperative 
Housing, under the National Housing Act. It is our understanding 
tliat; Mr.: Wallace J: Campbell, appearing for the cooperative league ° 
' of the United States, will present, a series of definitive amendments to 
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section 213. which would bring the terms for cooperative housing’ in 
line with the already established terms for single-family housing, sec- 
tion 203, and multifamily rental housing, section 207, as to mortgage 
percentages and downpayments. It seems to us imperative that such 
action be taken. ' We concur in all of the amendments that Mr. Camp- 
bell will recommend, and urge their consideration and approval by the 
committee. The most pleasant and constructive Federal-public in- 
terest relationship throughout the last five years has developed with 
FHA in-connection with the section 213 cooperative housing program. 
We are grateful to FHA Commissioner Norman Mason, and to his. 
assistant for cooperative housing, Mr. Dwight Townsend, and to their 
staff, for the fine working relationship they have established with 
those of us outside of Government who believe, so sincerely in the 
objectives of the cooperative housing program. They have provided 
a model for Federal-public interest relationships, undersyendings and 
mutual trust. 

May I congratulate the chairman ‘and the entire committee for 
the fine, constructive work they have done in promoting better housing | 
programs in this crucial. year? We feel that you have developed a 
formula for genuine progress, particularly in the fields of urban 
renewal and low-rent public: housing. _ While the changes, recom- 
mended in both the committee print and the Clark bill, may.not be 


, dramatic'in scope, they are basic to the future of the programs and 


to the development and redevelopment of our country.” We most re- 
spectfully pray that these recommendations will receive the aflirma- 
tive action of the committee and of the Congress.’ We' can’ promise 
you a warm and immediate: response from the communities of our 
country if they are given ‘the basic responsibilities that ‘should be 
theirs to carry out these programs.in the public interest. 

I should like to conclude with a personal note of pride ‘in the out- 
standing leadership that has been given housing'and, urban, renewal 
by my fellow Alabaman, the. chairman of this committee, Senator 
Sparkman. 

Now’I should like to defer:any further remarks to the ohaitviian 


. of our board, Dr. William L. C. Wheaton. 


Senator Sparkman. Thank you, Mr. Ogle. May I say that the 
various statements and tables to w hich you made reference will be 
printed as a part of the record. 

(The materials referred to follow :) 


Low Rent HovusiIne 
Senate Committee Print of May 8, 1958 


INCOME ,LIMITS 


Under the present act and, under the proposals of the committee print, the 
maximum ceiling on income limits for admission to low-rent public housing are 
exactly the same, except for relocated families. In both instances, a determina- 
tion is made of the lowest gross rent being achieved by private enterprise for a 
substantial supply of standard dwellings of different sizes. For families neéd-' 
ing a dwelling of a given size, the ceiling on income limits -in both cases is 
determined by deducting a gap.of 20 percent from the lowest private rent and 
then multiplying by a ratio of five. Under the’ proposed amendment ‘the ‘20 
percent gap would be waived for displaced families, in order to prevent hard- 
ship to such families who' cannot afford decent private housing, = who'would 
otherwise be excluded from public housing. 


% 
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For iseiltnitihia occupancy the maximum income limits are the same under 
the proposed amendments as at present. 

Under the proposed amendments the local ‘authority~would be free to use its 
own judgment in setting the actual income limits for admission provided they 
do not exceed the maximum ceiling. Under the present provisions the Publié 
Housing Administration requires the establishment of income: limits within an 
elaborate framework of administrative requirements, copies of which are at- 
tached. The present result is that PHA ‘dictates local income limits, which in 
practice have left a gap, not of ,20 percent, but more often of 30 percent, to 
40 percent. 

The following table shows the various exemptions from net family income 
which are permitted in determining eligibility’ under the act prior to 1957, 
under the Housing Act of 1957, under the administration’s proposals contained 
in §. 3399, and in the proposals of the committee print. 


M avimum exemptions for net family income for determining eligibility 


For admission r+ a + 1957 act S. 3399 Committee print 
195 . 


Each minor,other than head 
orspouse, ' : ‘ 
Adults other than head or | 0......_.| $100 if dependent and | $100 
spouse no income. 
Income of. other than princi- $600 for each person...| Aggregate of $600 $600 for each per- 
vba income recipient, ; 
— and death bene- Bi otk tic odicase 


ADDITIONAL FOR CONTINUED 
OCCUPANCY - 


Income of minors other than 
head and spouse, in lieu of 
exemptions stated above 
for income of minors, 


é PUBLIC HOUSING RENTS 


One of the principal difficulties: under the present Housing Act is the in- 
' flexible requirement’that for families of all sizes, rents shall ‘be at least 20 per- 
cent of income less certain exemptions. 

Such rents are substantially higher than low income families, or other fam- 
ilies, are paying in today’s housing market. Such rent levels in public housing 
deter mahy families living.in slums from entering public housing, impose a 
heavy financial drain on those who: do enter public housing, and even force a 
substantial number to leave although they have to move to inferior quarters. 

Under the proposal of the committee print, the setting of rents would be left 
solely to local authorities, which would be free to establish rents in: accordance 
with the needs of) low-income families in their localities. Another important 
’ advantage of a more flexible policy is that the local authorities could establish 

lower rent income ratios for large families than for smaller families in order to 
help the large families meet their budgetary needs. 

.The local authorities would, of course, have to establish rents high enough 

to meet current operating expenses of their projects. -The new provision in the 
, committee print for sharing residual receipts (sec. 304 (b)) would give local 
authorities-an incentive to'establish rents as high as possible while still meeting 
the. needs of low income families as required under the act.. These considera- 
.tions should result in a, more representative cross section of low income families 
‘admitted to public housing, and would MEegtnes the stability of the projects. 


USE OF RESIDUAL RECEIPTS 


For fiscal year 1957 the fixed annual contribution (equal to interest and 
amortization of debt) for all low-rent projects averaged $319 per unit. The net 
profit. from, current operations i. e. residual receipts, amounted to approxi- 
mately. $60 per year. Under the present law this $60 is applied for the reduction 
of annual contribution, which (without other minor adjustments) would thus 
average $259 per year. 
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Under the provisions of the committee, print, one-third of present residual i , 
receipts, or $20 would go to the local authority for low-rent housing use, and 

$40 would be applied to the advance amortization of debt. 

It may be confidently expected, however, that under the provisions of the 


committee print residual receipts would be increased by at least $1.50 per month. 


This would be the result of economies in local authority operations due to the © i 
incentive of sharing in residual receipts, and‘ of the slightly higher average 
rents to be expected when a more representative cross-section of low income ee 
families are admitted to low-rént public housing. If these results are achieved 


the local authorities’ share of residual receipts would amount to $26 while $52 er 
would be available for advance amortization. 

The use of $52 a month for advance amortization had it been available from 
the initiation of present projects would have resulted in shortening the amorti- 
zation period from 40 years to 31%4'years, thus cutting off 814 contributions 
that are now being ‘paid at the: rate of $259 per year. This would have resulted 
in an aggregate decrease in annual contributions of $2,158. On the other hand, 
during the 3124 years, the annual contributions would have been increased by 
$60 (the amount of present residual receipts) per year, making an aggregate 
increase in contributions of. $1,900:" ‘Thus, through improved ‘local administra- 
tion, and the stopping of interest through advaneé amortization, there would 
have been a net decrease in aggregate Federal contributions of $258. 

On the. other hand the local authority’ would have had an additional sum 
of $26 per year available for its low-rent housing* purposes over the 31% year 
period, or an aggregate of $823." 

In addition to these improved financial results there will be a vital advantage 

.in shortening the period of amortization and of annual contributions. At’the 
end of such périod (5134 years in the above example) the lécal authority will 
- have complete and final ownership of its projects and the Féderal Government 
will be relieved of all: responsibility, in connection with them. AlIf.residual re- 
ceipts will thenceforth be available to the local authority—a very real ,ad- 
vantage as projects grow older and operating expenses tend to increase. 














Hovusine Costs For A Low RENT Unit Soid. UNDER A PURCHASE CONTRACT 
PURSUANT TO THE PROVISIONS OF S. 3781 










The effect of the’ provision permitting ‘the sale of a low-rent housing unit a 
when family income increases ‘beyond the income limits for continued occupancy 
may be illustrated by applying the proposed terms to a dwelling similar to those 
in the project recently completed in: Cedartown, Ga. These ae were built 
on lots scattered throughout the town, 
The estimated cost of the Cedartown units was $12,265. pews | that. after, aa 
a few year’s occupancy an average sized family. increased its income beyond the " 
maximum limit for continued occupancy of $3, 500 per year. At this point it 
would be-paying about $58 per month for gross rent for its home. 
Assume further that the appraised value of fts unit at the time the family ' 
entered into a purchase contract was $12,000. The total housing cost to the ‘ 
family including utilities and heat under the terms of S. 3781 would be approxi- 
mately as follows, assuming the interest cost of the money borrow ed by the 
local authority to be3 percent : ! 


















lst year 6th year |'1lth year | 16th year 
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Principal outstanding... ....---.- fe ceesdncensancosseces $12, 000 $11,700 $11, 100, '$10, 200 
Housing cost per year: ' 
Interest at 3 percent......2---- nase: iwieoaaaa aaa 360 351 333 \ 1 585 
Amortization _......--- gavalcconsiuhcesenecasenndes -2 60 3120 2180 : 
Pull local taxes .. 25.25 - 2. cess c nce clse ete stnn-sesee 150°} « »150! 150 +, 150 
. Utilities, including heat_.---.--:*-------+----------- 120 120 120, 120 
Repairs’ ‘and WROD os eidi thse eee bide keke pe 50 60 ; 70 8 
TRGIIBS 6 on cbtnptocibnncandecandadancasoseennesah 20 20 20 ‘20 














ea RE tbalcadtasch ces ates risen erly einsiphoedl cannes dee ' Yomi 955 

ne cost per month...........-.-....- nie wean ' 63 68 73 | 79 
! i 

1 Amortization of unpaid balance of $10,200 with level debt service over 25 years at 3 percent interest 

requires 5.743 percent per annum. ‘ 

211% percent. aa 

31 percent. ' ( 
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The cost per month would be only $5 more than the rent it was paying as a 
tenant. As time goes on the housing cost including utilities and heat will in- 
crease somewhat because of the increased principal payments and because of the 
mounting cost of repairs and maintenance. 

: In larger cities where taxes and other costs are higher the gross housing costs 
will, of course, also be higher, but the incomes of families ineligible for continued 
occupancy will also be correspondingly higher. 

Senator Sparkman. Dr. Wheaton, will you pr oceed with your state- 
ment, sir. 

Dr. Wumarox. Senator, I am not going to read my statement. I 
have given it to the Reporter with the hope it will be put in the record. 

Senator Sparkman. It will be printed in full at the conclusion -of 
your remarks. 

Dr. Wueaton. I will just confine my remarks to one topic. You 
have heard how much we agree with some legislative recommenda- 
‘tions before the committee this morning particularly on public housing 
and also our. recommendations as to the need for a Department of 
Housing and Urban Development, and the need for research and 
training. ‘Therefore, I will confine my remarks to this problem of 
middle-income housing. 

I think that the solution to the middle-income housing problem is 
essential, both to handle the relocation job that is the result of the 
urban renewal program, the highway program, and other public works 
programs,; but it fundamentally is also necessary if we are ever to 
expand our total private housing program to the levels achieved in 
1950 and in 1955—and these levels, of about 1,400,000 units a year, are 
still short of meeting American: housing needs. 

You have a copy of a table which shows the distribution of income 
in the. city of Philadelphia in December 1956. This is the result of a 
survey conducted by the census bureau and the Institute for Urban 
Studies. It reveals despite the unparalleled prosperity of.that year, 
one-third of the families of Philadelphia had incomes of less than 
« $4,000 a year; another one-third had incomes of between $4,000 and 
$6,000 a year; and, the top third had incomes of over $6,000 a year. 

On the second table before you I have put alongside of this income 
distribution the maximum monthly housing: pay ments that families 
in these income classes can afford. 

For the: lowest third the payments must be under $66, even for 
families at the top of the bracket, No homes were produced i in Phila- 
delphia during that year, or in any recent postwar period which could 
be purchased or rented by these families. 

For the‘ next bracket, from $4,000 a year to $6,000 a year, in which 

‘a third of the families of Philadelphia fall, the maximum monthly 
housing payment would be $66 to $100'a month. No houses were pro- 
duced in the Philadelphia area which: could be purchased for these 
prices or rented at these prices. 

In the highest bracket of the families, of cequrse, families can afford 
to pay over r $100 a month, and all of the houses in the Philadelphia 

ousing market in the last.5 years are in this‘class. Indeed, the aver- 
age of recent production'in Philadelphia was over $15,000 ‘and there 
were very few-—only 9 or 3 percent—of the $10,000 price level, which 
would. permit $100 monthly payments. 

These figures make it evident that the Philadelphia homebuilding 
industry—and I believe this is true of the industry in most other parts 
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of the country—is able to serve only the top third inicome of our popu- 
lation. As long as that is the case -we are committed to a housing 
economy of boom or bust in which the higher income families will buy 
housing during periods of boom and, as soon as that market has been 
exhausted; the ; industry will fold up. I am afraid we are seeing that . 
today with production 35 and 40 percent below the peak. 

I am afraid we are going to have to move forward decisively to 
enable families.in this middle income group to buy houses at prices 
they can afford to pay, before we can get housing production back up 
to the levels we need to have and before we can really effectively solve 
the oes problems arising from urban renewal and other 


pr 

ae ide last table before you shows the condition of vacancies in Phila- 
delphia in December 1956 and reveals the startling fact that at that 
time we had gotten vacancies as high. as 19 percent in substandard 
houses in Philadelphia as a restilt of 10 years of building at the-rate . 
of 30,000 units a year. If we could sustain that ratio of building ° 
throughout the country we would get, I think, the filtration that the 
housing market needs, and vacancies in the substandard units that the , 
American families of low income need in order to be able to buy. a 
house at a reasonable price and in reasonable condition. 

So I think this. business of providing an effective answer to the 
middle income, housing market is also an answer to the very difficult 
problem of giving our cities elbow room enough so that we can really 
engage in urban renewal on the scale we need. 

That is all I have to say, Senator. , 

Senator Sparkman. Thank you very much, Dr. Wheaton. May 
I say that I agree with your pier inte throughout. You make 
some recommendations I would gladly agree with, but After all in 
legislating it becomes a very practical matter sometimes and, we have 
to work for the best we can get: We think we are making progress in 
the housing field. 

I was glad to-have your specific recommendations with reference to 
the problem of contro] as between’ the Federal Government and the 
local authorities. We have always said, believed, and intended that 
the immediate control should be in the local author ity. 

I wonder if you saw the news release that was put out'a few months 
ago by the Public Housing Administration which told about the num- 
ber of homes under the. jurisdiction or supervision of the Public 
Housing Administration, which contained this rather significant 
statement. During the term of the present Commissioner Charles E. 
Slusser of Akron, t e agency’s workload has risen 36.7 percent, making 
him the country’s biggest landlord. 

A lot of people immediately would think « or wonder just 'what was 
meant by that statement, “making him the biggest landlord” when as 
a matter of fact these units are actually paid for and owned, and 
supposed to be controlled, by: the eet authorities. ‘Ts that your 
contention ? 

Mr. Octx. Yes, sir. 

Senator SpaRKMAN, Thank } you, very much, gentlemen.) We ap- 
aeorn your coming before us this morning and giving us these very 

elpful presentations. . The tables to which you made reference, Dr. 
Wheaton, will be, printed i in the: record along with your statement. 
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(The prepared statement of Dr. Wheaton, together with the tables 
referred to, follow :) 


STATEMENT oF WILLIAM L. C. WHEATON, CHARMAN OF THE Boarp or Directors, 
NATIONAL Housine CONFERENCE 


Mr. Chairman it is a great pleasure to appear before you again today. I 
would like in this statement to ‘summarize very briefly our agreement on many 
needs which have been stressed by other witnesses. This will enable.me to 
devote my tinie chiefly to the problems which other witnesses may have under- 

emphasized. 

‘First, there is wide agreement that the title I urban renewal program requires . 
a number of technical modifications to enable local communities to deal with 
larger areas on a continuing basis, to expand industrial redevelopment projects 
at a reasonable pace, to purchase land in a more orderly way, and to schedule 
renewal work over longer periods. In addition to these technical changes we 
understand that the rate of applications now flowing into the offices of the 
Urban Renewal Administration exceeds $600 million in grants per year. It 
is clear that any lesser authorization will tend to slow up the rate at which 
our cities are now prepared to ‘move forward with the vital task of urban 
renewal. For this reason I. strongly support a 10-year authorization of $500 
million,a year. in capital.grants,.or an equivalent authorization which will 
permit long-range planning and not slow down current action. 

Similarly a number of vitally important technical amendments have been pro- 
posed‘in the public housing program. The objective of these amendments is 
to return to local housing authorities the right to plan and build projects where 
they wish including smaller projects, projects of single homes, projects of older 
rehabilitated homes, and projects designed to fit into American communities in 
a reasonably humane way. This program has been administered to death by 
excessive Federal regulation. It has ‘been administered so ineptly that the 
Agency has, been unable to get under contract even, the tiny allotment now au- 
thorized. It is time-to reverse this trend decisively. In addition it is, now 
quite clear that. small annual authorizations of public housing are increasing 
the costs of planning and are impairing the progress of relocation for. urban 
renewal and other publi¢ works programs. .The remaining authorization of the 
Housing Act of 1949 shoyld be released in full. Under present circumstances 
this could not possibly result in any radical increase in public housing construc- 
tion. It would. permit more and orderly planning and scheduling, of work. 

I would like to: devote my principal attention to three major topics: The 
establishment of a Department of Housing and Urban Development, the need 
for research gnd training, and the need for an effective relocation housing 
program for middle income families. 

It.has been quite evident in recent years that the Federal Government has 
seriously underestimated the,importance of housing development in the public 
economy. -During the next 20 years our urban population will grow by 60 mil- 
lion people. The building industry must develop 30 million to 40. million new 
homes to. accommodate this population growth. It must provide roads, sewers, 
water, recreation facilities, schools, and other things to serve 60 million addi- 
tional péople on ‘40,000 square miles of newly urbanized land. These are prodi- 
gious tasks. , They cannot be handled as a’ second class ‘problem in the Federal 
Government.’ They will be major factors in our national economy during the 
entire generation ahead. 

At the present time the Housing Agency is a second class agency. Housing 
policy is not made in the Housing Agency. Housing and urban development 
are not represented in the Cabinet of the President. Housing policy is made in 
the Treasury, the Federal. Reserve Board, in the Commerce Department, and in 
. the White House Office without adequate consideration to the complexity of the 

problems involyed. The only feasible remedy: for these conditions ‘is the estab- 
lishment of the Housing Agency as a Department of Housing and Urban Develop- 
ment with Cabinet rank. The Agency now provides most of the services to urban 
areas, large-and small, that are offered .by the Federal Government in the 
urban field: .:It does not and it should not become a department of cities, for 
“many departments of the Federal Government offer important services of a 
continuing nature to urban populations. Nevertheless it is important that our 
urban areas have representation in the Cabinet of the President so that the 
interests of. housing and urban areas can be given consideration consistent with 
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their importance in the national economy. Only 20,million of our people are’ 

- engaged in farming, ‘but they are represented in Washington by a vast ‘depart-’ 
ment offering a host of services. Two-thirds-of our population, more than. 100, 
million, live in urban areas. These areas produce most of the wealth of the’ 
country. They are the source of our national strength. They, face grave, 
problems yet they are not represented in the Cabinet where presumably critical 

_decisions are made. 

The second major probiem is the urgent need for research and the training, 
of skilled personnel to handle urban and housing problems... The U. 8. De- - 
partment of Agriculture, serving less than 20 million people, : engages'in more | 
housing research than does the Housing and Home Finance Agency, serving the: 
rest of the Nation. :This is patently ridiculous and unfair. The agriculture 
census provided $1.90 per capita for the collection of data regarding the farm . 
population, but the census. is.allowed only $0.45 per capita for the census for 
the population of housing for the urban population. Why should we have 
four times as much data per capita on the farm population than we do on the 
urban population? Why should we spend 10 times as much money for research 
on farm housing problems as we spend on research on urban housing problems?. 
In agriculture, research has paid huge dividends: It has reduced cost and, in- 
creased productivity. That research program should: be continued and. en- 
larged, but we urgently need an equally large authorization for research a 
housing and urban problems. No such authorization exists today. 

Our needs for trained: personnel are equally urgent. Ever since 1945 ‘there 
have been hundreds of vaeant positions which, could not be filled in housing 

and urban renewal programs because of the acute shortage of trained experts 

' in housing and city planning.. This is a comparatively new profession. The 
number of schools involved is relatively small.’ A’ modest authorization for 
fellowships and scholarships for graduate study would be,of tremendous im- 
portance in enabling local governments to do a better job in these fields. Until 
there is some decisive action on this' front we cannot expand the quantity or 
improve the quality of urban, renewal and housing activities as local com- 
munities would like. Again, it seems foolish for the Federal Government to 
spend tens of millions of dollars for,advance training in other fields and for, 
the Federal Government to continue to. make billions of dollars of mdrtgage com- 
mitments annually while neglecting to spend the few hundred thousands neces- 
sary for graduate scholarships and fellow ships which could decisively improve 
all of these programs. 

My last major concern is the urgent need for effective ineans .of housing 
middle income families and for expanding the housing market so that ;the 
industry can produce at least as many homes per year as it produced in 1949, 
nearly a decade ago. Current programs, including those authorized by' this 
Congress recently, -may serve to maintain housitig production at approximately 
a million a year, the level’achieved.last year under the Federal Government’s’ 
restrictive policy. But no analyst has even hoped that these programs would 
raise housing production to .the levél of .1,400,000° units a year which we’ 

achieved a decade ago. Surely something is awry with our economy when 
under conditions of depression. we are limping along on housing even though 
9 million units of housing need to be replaced and 1% million units a’ year are , 
required to accommodate population growth. ° 

In very considerable degree these deficiencies in honeing production stem 
from the fact that even under conditions of great prosperity ‘two-thirds of: 
American families cannot ‘afford to'buy a modest new home. The highest 
income third already had good houses and few of them are in the market these 
days. The lowest income third do not. have sufficiently stable incomes to justify, 
encouraging them to purchase a home. The middle income third are now ex- 
cluded from tlie new, private housing market, excluded from the ‘new rental 
housing market, excluded. from. public housing, and unable to _— adequate’ 
aecommodations in the existing supply of older housing. 

An attached table shows the current distribution of incomes in the city of 
Philadelphia and illustrates these relationships. The data are drawn from, a. 
_ recent sample census of Philadelphia conductetl by" the Census Bureau for the 
Institute for Urban Studies. 

These problems are particularly acute in connection with- urban renewal’ 
programs and programs of highway building which are increasingly, displacing 
a large number of middle incomé families who have stable but modes incomes 
who would like to purchase or rent a new home but who cannot afford to do so 
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under present financing terms. If we could bring these families into the housing 
market we could solve relocation problems and expand the production of new 
housing. To serve these needs we urgently need a program of. mortgage loans 
at the cost of money to the. Government, handled through -private mortgage 
- lenders as is the case with other Federal National Mortgage Association pro- 
grams. Until we have such a program the housing industry is going to continue 
to limp along and be unable to make its appropriate contribution to our national 
growth. The bill now pending, introduced by Senator Clark in the last session, 
embodies most of’the principles needed in such a program. The very commend- 
able legislation sponsored by Senator Sparkman, and adopted by the Congress 
earlier this year, does not meet this kind of need. In my opinion, the most 
urgent business before the Congress is the development and the adoption of a 
housing program to take care of the relocation of middle income families. When 
such a program has been adopted and perfected it should prove to be a vehicle 
through which housing menecnens can be expanded to meet.the needs of our 
national economy. 


TasLe I.—Income distribution, Philadelphia families 


Income class | December"1956 


~| 


Percent | Percent 


ae meg Oo eee Mare er ae 
$2,000 to $3,999. 
vl Soo to $4,999... J 
$5,000 to $5,999 , ailhaea 
ena hendaee 
14+$7,000 to $7,999._-_....__- 
$8,000 to $9,999 pal ; 
$10,000 and over. ...2-...-.--- wht made detyunineinin eee: pare 


‘ 





Source: National Housing Inventory. 


TABLE II.—Jncome distribution and ability to purchase. a home, Philadelphia, 
December 1956 





} Normal 
| housing 
| payment 
| 


Percent of Maximum monthly 


Income group families housing payment ! Housé price required 2 


| 
| 
| 
| = | 
Under $66...............} None produced..........| $50. 
B.. do-_- = $50 to $75 
| $10,000 and up 3. ath ictheal 


=| 





1 Assuming 20 percent of income for monthly payment. 

2 With normal down payment and financing. 

3 The lowest priced new home in the Philadelphia metropolitan area in 1956. Only 3 percent of new 
dwellings were at this price level; 20 percent were priced at $10,000 to $12,000, 77 percent were priced over 
$12,000. The 1957 average price was over $15,000. Only 10. percent of Philadelphia families can afford 
these homes, at the average ratio of income to housing expense (45 percent) characteristic of such families. 


Source: Institute for Urban Studies. 


TABLE III.—Vacantcy ratios by condition of dwelling, Philadelphia, December 1956 





| 
Vacancies PSMA Philade en 
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No running water -- 

Dilapidated with facilities _- cmtbide nok 

Dilapidated lacking facilities.............-... ‘ 


All dwellings. 


be 
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Source: National Housing Inventory. 
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Senator Sparkman. Before you sjenthenils Sekive the table I should | 
like to take note of the fact that I'see Mr: Lee Johnson, who has been 
the executive vice president of the National Housing Conference for’ 
lo these many years. / 

’ Mr. Oatx. Fourteen. 

Senator Sparkman. It is my understanding that this probably rep- 
resents his last appearance before us in that capacity. He has been 
a great help to us here and I may say that your conference has been 
throughout the years. We are going to miss Lee Johnson and we 

congratulate him on the excellent job he has done and wish to say 
ms are reg lad he is not leaving the housing field. . 
GLE. We hate to lose him, Senator. 

ates SparKMAN. Thank you very much.” The committee will 
stand in recess until 2: : 15 this afternoon. . 

(Whereupon, at 12:20 p. m., the subcommittee recessed: until 2: 15 
p. m. the same day.) 


AFTERNOON SESSION 


Senator CrarK. The subcommittee will bé in session. 
- Mr. Bartlett, we are very happy to have you here to tell us hie 
_. we can do for what I hope will soon be the State of Alaska. | 


STATEMENT OF E. J. BARTLETT, A DELEGATE IN CONGRESS FRoM 
“% THE TERRITORY OF ALASKA 


Mr. Bartiert. Thank’ you, Mr.:Chairman, for both remarks. 

I desire to address myself, with your permission, particularly to 
the last: page of the’ committee print of the bill before you under title 
IV and-section 401, This proposes an amendment to the National 
Housing Act, section 305 (b), by-striking' these words and I ie 


until the close of August 7, 1958. 


Senator Ciark. Just’ a second, Mr, Bartlett. I want to find you. 
You.are with the committee print and you are on page 4? 

' Mr. Barrierr. I amon page 82, the last page. 

Senator CiarK. All right. 

Mr. Bartietr. .The present language has “until the close of ‘Keigtk: 
7, 1958.” ‘The amendment hére would strike that language, the strik- 
ing of which I approve very heaftily, Mr.Chairman. 

This relates to.the special assistance program which operates, in 
some areas outside the 48 States, and Alaska is one of them. 

_ It sets up a situation’w hereby mortgages may be purchased, as you 
know, by the Housing and Home Finance Agency. Responsible hous- ° 
ing people in Alaska andthe bankers tell me that the continuation of 
this. program is downwright essential if. housing is going. to’ proceed. 

As of today the agency ‘has’ purchased the mortgages relating to 339 | 
dw elling units, for a total sum of $6,859,000, and contracts have been 
entered into to purchase 131 other mortgages for $3,127,000. 

These.funds are allocated under the special assistance program, of «. 
course, by the President, who earmarked $15 million for Alaska, and 
last March he set aside $5 5 million of that amount. 

It is true that there is in the fund at this, time a trifle over $5 million, , 
It is likewise true that the housing program in Alaska will come to a 
rather abrupt halt, as: I am told, if provision is not made for a con- 
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tinuation of this purchasing program on the part of the Hougang and 
Home Finance Agency. 

It has done a lot of good. It has made a housing program possible 
there. .As a matter of fact, under the original Alaska housing law 
that was amended about 5 years ago, Mr. Chairman, that was a per- 
manent provision of law-insofar as Alaska was concerned. That is to 
say, the right, the duty of the agency to Bananas these mortgages 
at par. 

Ido hope that in reporting out a bill the committee will extend the 
period under which its purchase program may be continued. 

Senator-Ciark. Thank you very much, Mr. Bartlett. 

Mr. Bartierr., Thank you, sir. 

Senator Crarx. Mr. Key serling. 

We. are happy to have’ you back, Mr. Keyserling. It'is tea 
stimulating to have the pleasure of listening gto you.. 


STATEMENT. OF LEON H. KEYSERLING, CONSULTING ECONOMIST, 
PRESIDENT. OF THE —- ON ECONOMIC PROGRESS, 
WASHINGTON, D. C.. 


Mr. Keyser.ing. Thank you, Mr. Chairman. 

., “Despite the fact that:I-have been for many years ; in the iene 
field, I thought that. I might add something a little different by 

setting this program in the framew ork of:the economic problems that 
are confronting the country. 

There ‘are two basic reasoris for this.. The first reason is that I think 
that we stiffer from a deplorable lack of looking at the parts relative 
to the whole, or which economics has made some progress in the past 
generation but not much.: A‘nd, second, I am even more alarmed by the 
tendency to blot out,the need, for- starting long-range programs now 
én the ground that they. will’ not be quick enough to deal with the — 
recession. 

This ‘tendency is doubl ‘deplorable because, in view of the super- 
ficial and unrealistic conflict. between what we need to do for today | 
and; what we need to do for tomorrow, we are not doing either. 
Between the horns of the dilemma we are neither meeting the reces- 
sion problem nor meeting the long-range problem. 

I think. this arises from the fact that there has been a completely: 
faulty analysis of the causes, the duration and the meaning of the 
recession itself; and the superficial, shallow analysis of the causes 
of ‘the recession. and the meaning of the récession is leading to an 
equally inadequate analysis of the size, the nature and the duration 
of the task that we must undertake to get out of the recession. 

The recession is not something that happened in 1957 for unexpected 
reasons and: which will go away shortly for reasons that cannot yet 
be disclosed: The. recession. is merely the tail end—I hope the tail 
end—of a long-term, consistent and unvarying departure from the 
full.use of our productive resources since the ending of the Korean 
war, a condition which for all too long has been characteristic in our 
American economy except: when we were in war. 

This is: best reflected by showing that the growth rate of our 
economy—that is, the expansion required to absorb a growing labor 
force of about 1 percent a year and to absorb a growing productivity 
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which advances by 3 or 4 percent a year when we have the healthful 
inducement of full employment—has been ‘constantly shrinking. 

I have 2a first chart which shows this and which shows its costs. 
I am not going to analyze.it in detail but merely use it as an illustra-, 
tion of the fact that the trouble we are in has been of long duration. | 

Now, very quickly, these bars show in uniform dollars what has.’ 
actually been happening to our whole economy. From 1947 to 1953 

w at an annual rate.of more than’4.5°percent. From. 1953 to: 

i957 2 t an annual rate of less than 2.5 percent. From 1956 to 1957, 
at an annual rate of less thn 1.percent. From fourth quarter 1956 to 
fourth quarter 1957, we started contracting at an annual rate of 1.8 
percent. 

Senator Cuark. Are those figures in terms of gross ° national 
product? 

Mr. Keyserine. Gr oss national product—in uniform dollars. - 

Now, too many people hav¢ the superficial tendency to start heré 
where the so-called recession ‘began and-to say here is where the 


trouble started and here is thé problem we have to deal with. Butif -. 
_ you just scan these’bars visually, you see an almost straight- line trend, 


as the' economist would say, a gradual, long-term, retreat from the 


condition of healthy economic, progress, 0 . which’ the Tecession is 
merely the latest manifestation. 


_ From the first-quarter. 1957 to the: first quarter 1958, wifitehi T do 


_ hot: have on the chart, the annual rate of contraction: was 4 percent. p 
From the third quarter to the fourth quarter 1957, 8 percent. ' For. --.: 

’ the fourth quarter 1957 to the first quarter 1958; ‘ percent. So we zs 
have had an accelerating rate of decline. : 


TI am not, going to analyze. the causes except to say here cabemceis 


1 eally—becanse I want to get: through. in'20 minutes, which I under- 


stand is your time prefere ence—the ' causes of thé retreat have’ been 
the same as the causes ‘of the recession, and the samie things'that are 


needed to, get out-of the retreat are needed to ‘get out ‘of. the recession. 


‘Some economists will say this is exaggerated because -I have taken 


.too high a desired ‘rate of growth. T would not attempt’ to defend 


here the rate of growth taken, except to say the Rockefeller report 
has recently. t taken a higher rate.of growth than. I -took, and in 
correlating my unemployment figures with my | ‘growth rate figures 
T have validated my growth figures:because the rise.in unemployment 
has corresponded with the departure from a growth rate of this size. 

Senator Ciark. The Rockefeller report took 5 per cent, did it not? 

Mr. Keyseruine. It took 5 percent.: 

In other words, if: my growth rate figure were too high, the bts. 
age from. it would not yield as:much ‘unemploy ment as has actually 
been yielded: So while my, growth ‘rate was challenged for many. - 
years, the long-term trend in enya now shows it was about 
right 

Well, what has.this cost us? That is simply the difference. between 
the full growth rate and the decline in the growth rate. 

‘In summary, it has cost us, since the ending of the Korean war 
through the first quarter. of 1958—and I only show fourth-quarter 
1957 on this chart—about $110 billion in national product. 

It has cost us 914 million man-years of employment which we should 43 
have had but did not. 
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And it has cost. us even more in the tremendous sacrifice of our 
essential public. pro grams, national security and domestic, which we 
said we could not afford, because we sacrificed $26 billion in Federal 

. ievenees which would have ultimated, at existing tax rates, from the 
' higher national product. 

Sacer Crark. Mr, eth ime do you mind being interrupted? 

Mr. Keysertine. Not at all. Whichever is more convenient for you. 

Senator Ciark, What is the history back behind 1947—in fact, 
- going batk as far, very briefly of course, as you have the figrites— 
with respect to whether we have ever been operating for more than. 
a few months on a basis of total possible production? Has there 
not always been, this lag ? 

Mr. Knyseriine. Well, there has always been some lag. This is 
another way of saying that the American economy has alwi ays been 
characterized, except in wartime, by a rather substantial recession or 
depression sy ea every 7: years—and through a failure to. utilize a 
large part-of its roductive capacity even in other years. 

But I think the framework of the world situation and the frame- 
work of our increasing economic knowledge and the specific commit- 
ment of the Employment Act of 1946, particularly the world situa- 
tion, challenge us to do better than we did in the twenties, the thirties, 
or the tenis. | 

Senator, CiarK. Yes, ‘YT do. not question that, but—I wondered 
whether you really could project that chart a good. many years further 
back. - 

Mr. Krysertine: You certainly could, 

The question is in that connection: What are normal times? 

I remember: John Fahy, who was .chairman of the Federal Home 
Loan ‘Bank Board, was testifying before the Banking and C urrency 
Committee, and he’ described some .conditions. And then he. said, 
“Of course, these are not normal times.” 

A committee member said, “What are normal times?” 

He thought for a minute, and then he said, “Before 1914.” 

Senator Crark. Well, perhaps you and I could agree there is no 
such thing.as “normal times.” 

Mr. Knysertina. I think there is not. 

We had World War.I, and then we had 7 years of moderate pros- 
perity. ‘Then we had 10 years of depression or only partial recovery. 
Then we had World War II, and then we had the reconversion period. 
And then we have had the period since. 

Senator Crark.,Even then we never got back to normalcy? 

Mr. Kerysrriine. We never got back to normalcy, 

But I am very concerned about the prospects for the future un- 
less there is'a very sharp reversal of current trends. 

Senator Crakk. I think almost anybody would agree—that is a 
big statement on my. part—that there is this potential loss and that it 
is really rather frightening. Then I think we turn to consideration 
of what we can do about it: 

Mr. Kryseruine.: Yes, sir. 

Senator Cuark., Here I suppose we differ. I do not mean you and 
I, but I.mean many:people. 

Mr. Keyserwina., Well, there are differences. 

Now lét’s just look ‘at this unemployment chart. I will relate this 
to housing in detail. ' 
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The. unemployment chart shows as I. have said—and for our pur- 
‘we can look only at the top sector—the rising level of unem- . : 
ployment with the shrinking level of economic growth, which I call 
the-Jong-term ‘retreat followed by the absolute recession which is’. 
merely the later phase, for example, of the long-term retreat. © — - 
The red area is the so-called census estimate of unemployment. 
The yellow area is equally based dn official figures but. is the full-time: 
equivalent of part-time unemployment which: the, census does not 


. include. 


On that basis, we have risen from a level of true unemployment of 
2.8 million at the end of the Korean war in‘1953 to an annual average 
of approximately 4 million fot 1953-57, to 6.7 million by April 1958, 


coming to approximately 10 percent of thelabor force.’ os 4 , 

Now, I think, without exaggeration, that a level of true _unemploy- 
ment. coming to 9. 8 percent of the civilian, labor force i is almost’ a 
terrifying figure. 

Senator Ciark. Do you recall what the figures were for the worst 
days of the depression of the thirties ? 

Mr. Krysertine, About 33 percent. We had abcut 15 million un- 
employed witha labor force of about 45 or 46 million. So we are 
in nothing like that. But that is not good enough. 

Now, let’s look for just a second at what I call the anatomy of this 
trouble. 

The anatomy of the trouble, very, simply, amazingly simple al- 
though: slow to be recognized, is that ‘private and, pu ublic consump- 
tion combined have not kept up with our growing productive powers. 

After ‘all, the economists may get ‘into all the ratiocinations that 
they want, but if you have 50 percent'of your steel plant uneniployed 
and: half of your automobile industry and 30 percent of all your in- 


' dustries and a very large percent of your farm productive plant and 


10 percenit, of, your labor, force unemployed, it is: manifestly obvious — 
that private and public consumption combined have not kept up with 
growing productive power. ; 

Senator Crark. Are there no significant shortages in, supply ? 

Mr. Kerysertina. I would not see ‘any. I do not think there were 

many, even a year ago. 

That was one of the lar ge issues we had before the Senate Finance 
Committee, Senator. 

Now unfortunately, our method of economic,analysis usually treats 
private consumption as consumer expenditures and treats Govern- 


' ment consumption as public outlays. 


Senator CruarK. I do not, think until’ we get away from that we are 
ever going to be able to explain this thing. | 
Mr. Keysertinc. This artificial dichotomy also panders tothe. pop- 


ular misconception that public consumption is Dy definition something 


bad. 

Well, that is a different philosophical question that I do not.néed to 
get into too deeply. 

Senator CLarx. It even gets to the point where public expenditures 
are said to be wasteful regardless of how much wealth they: create. 

Mr. Keysertine. And private expenditure meritorious, no matter, 
how obviously:super luxurious though ‘they may be in sonre instances. 

Senator CuarKk. By definition. 

Mr. Kryseruine. By definition. 
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But for purposes of economic analysis I do not make that particular 
= I simply make the’ point one must combine the consumption 
actors the demand factor of private spending and the demand factor 
of public spending, to see how the two together equate with our grow- 
ing productive resources. 
nator CuarKk. Let me just digress for a minute. Would not a good 
deal of this misconception be easier to dissipate if we had a sensible 
method of keeping Government accounts? 

Mr. Keyseriine. ‘Oh, I think so. And a lot of other nonsense about 
the real cost of public outlays and the real meaning of the Federal 
budget would equally be dissipated. 

I have often said that.if the Federal Budget were kept on a-conser- 
vative financial basis that any conservative and responsible business 
would, use, we would have shown very large.average surpluses over al] 
of the recent years, on the average, since the Korean war. 

In other words, we are operating the Federal budget in reality on a 
very high-surplus basis which has turned out to be too tight a basis as 
against the needs of the economy. ' ' 

Senator Cuark. If ‘we even kept the. Federal budget. on the same 
basis that most’of our larger cities are required to keep theirs, with a 
distinction between operating expenses and capital: expenditures, it 
would take a large step forward. 

Mr. Keysertine. That is. certaitily true. 

But, taking it as:it ‘is, what we see is that by 1957, with a deficit in 
total national product of about $34 billion, about $23 billion of it, or; 
roughly speaking’, almost two-thirds, was’in private consumer outlays 
and about a little over $10 billion of it was m what is usually. called 
investment, namely, Government outlays and private investment. But 
Ihave'separated thetwoout., . ' 

' So that by the first quarter of 1958, with a deficit of about $63 
billion, about $37 billion of it has been private consumption, about 
$5.5 billion public consumption 

Senator CriarK., Would you explain a little more fully? I do not 
think 'I entirely grasp the basis for that end statistics? How do you 
determine a lag in consumption? — 

' Mr. Krysrrirna. The lag in consumption is determined by. making 
models of what the economist calls an equilibrium pattern. In other 
words, using a variety of experience over many different periods and 
many different years and empirically oh the basis of actual deviations 
_ which have occurred, to analyze the difference between an equilibrium 
pattern, at a: fulk rate of growth and what has actually happened. | 

‘Senator @xiarKk. For,example, could you break down the dark-red 
and the light red.jnto categories ? 

Mr. Keryserirne. Oh, yes. 

‘Senator Car. For exainple, steel? 

Mr: Krysertine: Yes indeed. I have it broken down into varjous 
consumption categories, consumer. goods and nonconsumer goods, into 
various investment categories, and.I.am going to say something about 
housing*in that connection and into various public outlay categories. 

Now, manifestly, anybody else might’ have a different model, and 
thev might get-slightly different results. But I still think that it is 
probably.a much neglected method and about the only way of testing 
against. what has happened what would ‘seem to have been a better 
pattern. Pe 





HOUSING ‘ACT OF 1958 | 


Senator Crark. I just a to be sure I wadeidiiead it. Let’s take 
the private sector of the economy first. Basically, what, you are doing - 
-is computing full production from existing eRe A in determining — 
what the lag inconsumptionis? |. | 

Mr. Kerysertine. Yes. The way it is done is this: First, let us 
say that instead of having.a true level of unémployment of 7 million 

we had a true level of unemployment of 2 million plus. Others: ma 
“say it should be 3 million plus. That’ is.a debatable subject in oak. 

Senator Ciark.’ Yes. . 

Mr. Kryseruine. Suppose that we had arate of productivity growth 
which a good deal of analysis; which I am not going into here, shows 
would be drawn. forthi by a full level of employment and demand, 
because I maintain that the so- called declining rate of productivity 
growth is not technological. It is simply division of working hours 
into amount’ of product.’ But the low productivity growth rate, the 

so-called inefficiency; is due to nonutilization, not to technology. 

Senator Cuark, What do you do! ‘Convert the lost man-hours 
into production ? : 

Mr. KrysertinG. Yes. In other words, you say that if you had had 
a growth rate absorbing your labor force and absorbing. and gal-- 
vanizing your productivity, here is what the difference ‘would be..: 
And ther: you apportion that difference among the components of 
consumption and investment and Government outlays consistent with | 
history and consistent: with a pattern which would have given us the 
high and stable overall growth rate. 

I can illustrate:that very:simply this way.; One of the big problems: 
that. we have had over the last, few years is a growth in. investment in 

. producer facilities tremendously out of line with the growth, i in private 
and. public consumption combined.. This I look upon as the home 
: cause of the recession. 

Senator CrarK. This is overproduction of capital facilitiest 

Mr. Kryseruina. Relative to consumption. | 

Senator CiarK. Yes. was % 

Mr.: Krysertine. And that relative, josliadiiaed: vcihiaa the, say, 
2 percent growth rate. If we had had a better balance and a 4 or 5 
percent growth rate, the absolute level of business investment oppor-. 
tunity would have been higher. 

Senator Crark. Yes. | 

Mr. Keysertine. But it. would have been much lower relative to 
the other components. 

Now, actually, in 1956 and 1957; since you: are on that point, and. 
this also illustrates, what the model means, the expansion of private’: 
investment: in producers” durable. equipment and: nonresidential ‘con- 
struction, thé two bases of expariding. the means ‘of production, grew 
at annual rates of 9 percent, and publié and private cénsumption com- ° 
bined grew’ at annual rates-of 3 percent. And'we see what happened. 

Now, .obviously,. when we ‘reconstruct ‘a model , for what I. call 
equilibrium at’ full growth, we. do not use that model. 

Senator Cuark. Now, I think I understand how you bie: created 
the. model in terms of the private sector of the economy, but, I do not 
understand it, from'the public sector. ; 

Mr. Krysertine. The public sector ? ; Popes 

Senator,CiarK. Yes. In other words, the ‘Highter red. How do you 
construct the potential lag of constimption on the Sovernqunitet side? 
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Mr. Keysertine. You do this by a combination of two sto he 
First, you take into account what would seem from experience to 
an adequate level of public outlays to induce a full rate of economic 
growth, but you also. introduce another important factor—that the 
purpose of public outlays is not merely to create economic stability and 
not merely to help economic growth but has the more profound purpose 
of rationing to the public sector the,part of our fully used resources 
that are needed more in the public sector than in the private sector. 

Senator Crark. What I do not see is how you provide a ceiling. 
For example, we all know that we need thousands and thousands of 
schools, and we need more highways, and_we need more dams, and 
there is almost no limit to the need. And I suppose in certain senses 
there is no limit to’ at least the ability of the Congress and the States 
and the municipalities to:appropriate. 

Mr. Keyseriine. Well, the way I have dev eloped the ceiling ‘is 
this, anda ceiling is involved i in my projections because my pr ojections 
provide a completely balanced budget: for the whole economy as well. 
as forthe Federal budget.’ Now, how do I fix that ceiling? You are 


_ perfectly right in, saying that if one deals solely in terms of subjective 


needs one might say that we needed to close down the school shortage 
in 1 year and not have any automobiles i in the meantime, just by way 
of example. 

Senator Crark. That isa good example. 

Mr. Keysertine. Or to close down our, health deficiencies i in 1 year 
and not have any more swimming pools in the meantime. 

‘Therefore, if you are thinking solely in terms of subjective needs, 


you would allot to the public sector, I say very frankly, very much 


arger parts than even I do. 

But there are two other considerations. First, our general concept’ 
of the contours of the kind of.economy we want to maintain, which is 
partly an historic matter and partly a matter of what rates of rela- 
tionship and change on the basis of history seem consistent with the 
functioning of our ‘kind of economy. 

Now, in doing that, the result that I get is that my projections.of 
public outlays, while they expand vastly and while they are allocated 
among various purposes, come.to a, slightly declining part of our total 

national product,at a full rate of growth. Sothat 

Senator Crark. Is not the end reswlt both empirical and subjective ? 

Mr. Keysertine. Oh, of course it is, because values enter into 
economics. 

Senator CLarkK. Yes. 

Mr, Krysertinc. Certainly,’ And they must. 

‘But just to indicate what: I am doing, I am not budgeting a so- 
cialistic economy. I am not budgeting one ‘tliat involves wrenches 
in our concepts of division, or function, but merely one which places 
‘upon the altar.of our needed, public programs a rational and decent 
amount to take care.of the great deficiencies in our needs. 

Now, what this would do in education, what it would do in housing 
and slum, clearance, What it would do in national security, does w ork 
out very. wel] in ‘comparison with what I would call the high reason- 
‘able goals for’these programs as worked out by various people. 

But what ft-does that almost none of the specialists do is to ration- 
alize it in terms of the total;national economy, so that people ‘do not 
say, “Of cour Se, We need that, but how are .we going to do it.when we 
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have a high defense program ?” or, “How are we going to do it without 
inflation?” or, “How are we going ‘to do it. without too much taxation ?” 
pees CLanx. How do you handle, for example, the defense spend- 
ee | in determining the governmental] part of the consump- 
tion 

Mr. KryseEriine. Precisely how I handle that is this: In the actual 
allocation of resources to national defense which I have used for my 
model, I have always’ taken the position that’ I am not an expert in 
that field. Actually, in projecting ahead to’ 1964 as of this time, I 
have used the same model that the Rockefeller study of national 
defense used. In other words, a projection of about 2 or 3 billion for 
the next fiscal year, rising to about 10 or 12 billion a few years hencé. 

Senator Cuark. "Two ot three billion more ? ; 

Mr..Kerysertine. Yes, sir. So, for that purpose, I have taken what ~ 
is the best. informed judgment of the experts that we turn- to on that 
subject’ In other areas I have done, different things. 

Now, should ‘you be interested; at some time I' could show exact! 
what this involves for housing and for-other things, both dn an percents 
and a per.capita basis. 

‘Anyway,. public and private consumption combined hoe been tre- 
mendously too low. 

‘ Now, this brings me to what we néed to do and how housing comes 


. into it. 


The ve ifying thing about today—and, I, use the word “terrifying” 
advisedly—is that our thinking about how to get,out of this recession 
-is geared to the concept that if we have.a leveling off instead of absolute 
contraction, followed by a very low rate of growth, say 1 percent or 


something like that, then we have come out of it satisfactorily. And 


if you analyze the best composite, forecasts of the best business analysts, 
utting aside people like: myself who may.be better or worse than the 
usiness analysts, what do they say really? 

They say : “Well, we may level off this year. We may start moving 
up gradually next year. We don’ t see much signs ‘of a_real:revival of : 
business investment or economic growth until 1959 ‘or 1960, or maybe 
later... And it’s going to be 2 years or, somthing like that befére we are 
really moving again.” \ 

And their concept of what ‘ trait moving again” is gets back only to . 
what they call the good rate of per formance, | Jet us say, between 1955 
and 1957, which in itself was very low. 

So when we adjust our national economic policies to that kind of 
concept we are adjusting to a goal which would be very much too low, 
summarizing it, if we are lucky—and, frankly, I think with the policies. . 
and programs, thus far adopted we will be lucky. if we get even that, 


because we might just as easily gét recession feeding on itself, which 


is happening thus far—that is what is happening, But suppose we 


‘ get the reversal usually talked about. Then we are cornmitting our- 


selves for the period ahead—and in this I'do ‘not. want to sound too 
mechanistic; it is just. in broad outline—we are committing ourselves 
to. a very slow reversal and to a period of 5 or 6 years of performance, 
compounded of a couple of years of recession, 2,or 3 years of slow ° 
economic growth, and another recession, due to the fact that the real 
problem , of absorbing our-resources would have been’swept under the 
rug, muc h bigger than the 1957-58 recession, as the 1957-58 recession 
is ‘already much bigger than the 1953-54’ recession. 
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Senator Ciarx. That is about what happened in the thirties, is it 

not? Drag " 

Mr. Keyserrine: That is what happened in the thirties. 1920 to 
1922 and 1929 to 1933 were examples of that. 1949, 1953-54, 1957-58, 
And what I see ahead in the next year or two might be another repeti- 
tion of post World War II experience, unless we set higher goals. 

Senator Ciark. This may be a digression, but I will not take you too 
far on it. Cannot a good case be made for the fact that it was the 

' European war and finally our participation in it which pulled’ us 
permanently out of the depression of the thirties ? 

Mr. Keryseriine. Oh, not only can-the case be made for that, but 
it is true. The only trouble is that for political reasons the lesson of 
the case has been distorted. 

The real lesson of the case is not that recuperative measures taken 
‘during the midthirties were wrong. The real lesson is not that if 
we had Jet things alone we would have been better off. The real lesson 

is that if you allow your economy to sink so far the size of the job of 
doing enough becomes. so enormous that the size of the public works 

rogram that you need to get. out of it is'a'war. That is the only real 
loge, ; 

Senator Ciarg. So that, in effect, although a great deal was done 
in the thirties, in retrospect you would say not enough? 

Mr. Keryseriine. In retrospect I would say not enough. 

It is very interesting that while, as we all know, there was tremen- 
dous opposition to some of these things on the ground that they were 
either wrong or too large, Fortune magazine last year made a very 
extensive study of how we got into the recession and why we did not 
get out of it faster, and.it was an inside job and they spent a lot of 
time on it, and they published 2 or 3 articles and ‘came up precisely 
with the conclusions, first, that we got into the recession, the depres- 
sion, because of a failure of consumption 

Senator Crark. Just so the:record will be clear, you are talking 
about the depression of the thirties? 

Mr. Keyseruine. Yes, sir. 

Senator CiarK. Not the,so-called recession of the present time. 

Mr. Keyseriine. Thank you, sir. 

They came up with the conclusion, first, that the depression was 
caused by a lag in consumptien and in the income supporting con- 
sumption behind the advance of technology and investment. 

' .'Phey came up, second, with the conclusion that the measures ‘under- . 
taken during’the tliirties, after 1933, were much too small and much 
too trivial to, pull us out and that the administration, the Roosevelt 
administration, was excessively, committed .to balancing the -budget 
and. tried to do so too fast ‘and this’ produced’ the second depression 
within a depression in 1937, and so. forth. 

Well, this is very heartening to some of us, but we wish it were a 
little more contemporaneous so. we could-be helped in dealing.with our 
current: problems as well as helped in musing about what happened 
20 years ago. ; 

' Now, ‘actually, the point that I am getting toward .is that what is 
being done at best offers the prospect of not solving the problem of 
a slow, gradual rise in unemployment and disutilization of our re- 
‘sources, of not solving the’ problem of a décent rate of economic 
growth, of not solving the, starvation of our national public priorities 
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which results. inescapably from a very low tate of economic growth 


. which leads to the temptation, to say you cannot do the essential. We -:. 
have the long-term retreat ending in the recession as: part and parcel " ~ 


of one pattern, and I could demonstrate'that: ‘I could not pick any, - 
point where we moved ‘from one to the other... Wé simply moved 


‘across a line which is called the line separating: low growth from re- 


cessioh or stagnation from recession. ot 

In the same way:I could not make any real. separation of the: 
magnitudes and qualities of the programs needed to get us out of, » 
the recession and the programs: and policies needed to underpin a 
long-range rate of decent economic growth and the meeting’ of our 
priorities because the two merge into one., One was a long-term 


> 


Incidentally, all of this confusion between tax reduction that ‘would 
be.good for the short run but bad for the long run, public works that 
would be bad for the short, run but good for the long run, and so forth,’ 
ad infinitum, is to my mind almost complete'confusion of thé sizé 
of the task and the nature of the task. Because if we start now on some 
of the public outlays that we are, already long, behind«on, even if it, 
takes 6 months or a year or longer for their effects to be made manifest, 
first we do not really know when, we will be out of recession, and it’ 


. does’ not look ‘too good, and, second, even if we, are out» of recession , 


we will not be:in a period anywhere near full utilization of out’ 
resources, and; therefore, we will need the impact of these, programs: ' 
then to move: from mere leveling off or 1 percent growth rate to. 


something more nearly approximating healthful economic conditions. 
Third, recession or no. recession, we need them anyway. ; sa! 
Senator CriarK. I suppose at some point you will mention that 
horrid word “inflation” ? 7 is 
Mr. Krysertine. Yes, sir; very definitely. 
Now let me. hasten to. read a little bit of what’ I have here which 
just shows the size of the job,’ . : r a 
Correspondingly, the:task now confronting ‘us is immense and of 
long-duration. . If we are satisfied merely with a leveling off of:the, 
recession, followed by a low and inadequate rate of economic growth, 
which most of the best forecasts.now seem to indicate under existing 
policies, we shall continue to suffer a.verny high level of chronic un- 
employment and face within a few short years a recession even more | 
serious than this one, assuming. that we do not have another Korean 
war or some other kind of war to interrupt us: 
.Looking further ‘ahead, from' now through 1964, the difference: 
between a maximum rate of,economic growth'and the actual low 
avefage during the period 1953-57—and, incidentally, the Rocke- 
feller. report 6n this was very nearly a photostat of some of the things 
I have been léss popularly saying—the: difference would mean: a dif- 
ferential of almost $400 billion’in total production and « differential: 
of about 16.5 million in the amount of job opportunity. | 
Now, some other’economists might get $300 billion in place of my 
$400 billion, and, I would be prepared to analyze that, or they might 
get a differential of 12 million man-years of erhployment rather‘ than, 
16.5 million, but that is not.the point. The point is thé real wealth 


a 


_ of the Nation is in what we produce and distribute and use wisely, 


and we cannot afford this kind of fantastic waste in the face ‘of the. 
totalitarian challenge, in the face of, a Soviet’ economy which has 
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566. 
advanced its industrial production 11 percent during a time when 
ours has declined 22 percent, which even now is actually producing 
75 percent as much steel, as we are and which I say is going to be 
caught up on the whole economic front within 10 or 15 years. 

Senator CrarK. Do they suffer’from any consumption lag in Russia? 
Mr. Keyseriine. I think that is so important that I want to say 
something about it, although it will cause a little digression. 


During the past 10: years the American people have been led to - 


feel by some people whom I will not name that it is unpatriotic to 
tell the American people that the enemy is strong and patriotic to 
tell the American people, that the enemy is weak. I feel just the 
reverse. . 


What has happened to the Russian economy, looking backward, is ’ 


that they have used the methods of tyranny—and I do not. want to be 
misunderstood on this—to effectuate an economic program which, if 
it could have been accomplished in Russia under the methods of 
freedom, would have been, broadly speaking, an intelligent program. 

Now, I do not want to be misunderstood. I am not for the blood 
baths and.I am not for the tyranny and I am not for shooting the 
leaders. 

But a terribly undeveloped country faces the problem of devoting 
very rapidly an unusually large ‘part .of its resources to the. building 
of an industrial base so that it may later on'support consumption and 
living standards. And, unfortunately, some of the free underdevel- 
oped countries that I have been: in have, in addition to their other 
problems, a'terribly hard problem of getting the popular consents 
under freedom to do this. 

Now, I do not mean to say that.doing it under tyranny would be 
worth the cost. I think it would not. But I am merely déscribmg 
what the situation is. ; 

Now, the Russians,'willy nilly, did it. By now they have done it. 
The reason they starved’ consumption was not because- their leaders 
are like the Nerds who care nothing about lifting the living standards 
of their:people and wanted to fiddle while Rome burned. The Soviets 
have done it because this was a way of getting strong quickly. 

Now they have reached the point where they can maintain their 
‘industrial base and their military machine with their left hand and 
they can, and I say will, not by our methods, devote an ‘increasing 
part of their growihg resources to the lifting of domestic living 
standards at home and to the deployment of part of those resources 
for-economic adventures or déalings, however you may want to call it, 
in other utiderdeveloped countries, especially those that are nearby. 

So that we are'not goitig to witness in the future a continuation of 
the thesis'that, the Russians by the very nature of their system cannot 
advance living standards. They will advance living standards-—and 
rapidly. And they will help to ‘advance the living standards of people 
in other areas. i 

Therefore, ‘the challenge which confronts us is immensely greater 
on all fronts than the one that: confronted us at an early stage when 
they were, merely eompeting with us on the military front. And 
I am terribly afraid that in 5 or 10 or 15 years—what-is that in the 
life of a nation ?—just as we rubbed our eyes last year and said we 
were misled when we ‘were told.that because of their system they could 
not have’ science’ and’ could not ‘have Sputniks, we ‘will rub our eyes 
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10 or 15 years from now and say, bb and behold, it. is going to take 
us time to catch up on the whole economic front. 
TGenater Crark. I think that is extremely interesting, and I per- 
sonally tend to share your views, although, goodness knows, t am no > 
ertin it. , 
ut to get back to my question, under the’ Russian system | is thete 
any lag in consumption ? ¢ 
Mr. Kryserurne. There has-been a lag in consumption by our stand- 
ards. There has not been, I think, a ‘lag in consumption measuréd 
against the efficiency of the job they have been trying to do in the past. 
Senator Ciark. Yes, but they had no idle production fnpilities, did 
they ? 
Mr. Kwremwore: Oh,no. Oh,no. 
Senator Cuark. We do. 
Mr. Krysertine. If I understand the question that way, they havé 


7) system—and again I want to emphasize that I do not think ‘it is | 


patriotic or anti- Soviet or pro-American or proenterprise to undéresti- 
mate your opponent—they have a system which has done something 
which'a free system must learn to do under the methods.of freedom. 
They constantly lift their goals as their total productive capacity 
under full employment goes up, ‘T hey never let the productive capac- 
ity ‘lie largely idle and “start reducing their goals to. unemployment. 

Now, this is a fundamental, basic ‘thing that a free society must 


- Jearn to do. I think we ought to learn to do it even if there was no 


Russia. 
I think we have got to learn to do’ it because there is a Russia. 
We, on the other hand, recently have been reducing our goals as 
our performance has fallen, and this has been yarticularly true of our 


| rsa programs, and the reduction of the publi¢ goals has not only 


en irrational but has been a conspiring factor in the inadequate 
performance of the whole economy. 

Senator Crark. But'to make it even more specific, so far as we’ know 
there is not now and. neyer has’ been any signifitant. unemployment in 
Russia, hasthere? .. 

Mr, Krysertinc. That is in the main true, very broadly speaking. 

Senator Ctark. Nor‘do you find a situation where the Russian steel 


industry is‘operating at 50 percent or less of capacity ! 


Mr. Keysertinc. That is absolutely true. That is'absolutely true. 
Looking further dhead, from now through 1964, the difference be- 


_ tween a maximum rate of economic gr owth and the actual low aver- 


age during the period 1953-57 would mean a: differential of almost. 
$400 billion in total production and a differential. of: about ‘16.5: mil- 


, lion‘in the amount of job opportunity. For these reasons, the pro- 
grams needed to revérse the recession 





Senator Ciark. Excuse me.. I am a little worried about the rec-' 


ord. You and I understand, but you are now back, talking about our 


economy and you have left the Russian econoiny for the time being? 

Mr. Keyseritne. Yes, sir. 

For these reasons, the programs needed to reverse the recession and 
those needed to restore full prosperity and maintain a maximum rate” 
of economic growth should be fused ‘consistently into.a long-range 
and comprehensive effort beginning now and thought through: i in all 
its. parts. 
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The things that take longer to make their results felt should for 


that very reason be commenced early rather than late. 


Now, the thing that worries me most—a lot of different things seem ‘ 


to be worrying me most, but’ they all get down to-one—is that here 
we are in this situation, domestically and internationally, and, really, 
_ we are behaving hike alittle cat that gets caught in the middle of the 
road. and‘sees something apprdéaching and does not know which way 
. to jump, or like a small, inexperienced speculator who runs to buy 
the papers every evening to seé whether he can get some little figure 
which gives an indication of whether his holdings are going to level 
off in the month or 2 months or 3 months or next year. 
Now, this.is no kind of posture for a great Nation because we know 
from the 51% years just past, if we really. start to analyze them, that 
there is nothing that is going to happen this week or in a month or 


6 months to change the basic picture, unless we are satisfied merely © 


with signs that the receSsion is diminishing in its downward force or 
that there may be a leveling off and are not doing any basic thinking 


on what we need to do to go where we need to. go and how terribly. 


impoverished our basic public services are. 

This btings housing: to the center of the stage in our domestic ef- 
forts, Qur housing ‘standards are deplorably low for large parts of 
our population. Our cities are decaying at their core. The tremen- 
dous advance of technology in many parts of our economy means that 
these will‘not yield much expansion of job opportunity even at a full 
rate of economic growth, and, consequently, there must be a vast ex- 
pansion, of housing, to, restore and maintain full employment and 
full expansion of investment and consumption opportunities. 

. Now, let. me illustrate by the fact that I got back from Detroit 
yesterday, but Detroit is really. an exaggerated example of what. is 
happening everywhere. We are witnessing so rapid an advance in 
technology in our’ basic, traditional mags production, industries that 
even if we restore a high rate of economic growth we are not going 
to be able to restore corresponding utilization of the labor force. 

Senator Crark. FT take it when you bring Detroit. into the picture 
that that is. particularly applicable to the automobile industry. 

Mr. Kryserrina. It’ is particularly applicable to thé automobile 
industry, but it has been applicable for 20 years'to farming. The 
whole farm problem has really resulted from the fact’ that we have 
not faced up to the point that a generation. ago we needed 50 percent 
of our population to "produce our foodstuffs and now we need less 
than 14 percent. = 

Senator Crark. You could make a similar analogy in coal mining. 

Mr. Keysertine. ‘[n coal mining, in automobiles, in steel. In other 
words, we .have. a tremendously burgeoning ‘technological problem 
that cannot he solved without the development of new areas of serv- 
ices where wé havé been laggard. 

Well; you have, got 19 percent of the labor foree unemployed in 
Michigan. ‘ That, is horrible. If you have economic recovery, if ‘you 
have a high :and growing level of automobile production, this situ- 
ation is going to be substantially alleviated. But they are not going 
to get: back to the levels of employment that they had. s 

So, with the growing’ population, the automobile industry, which 
we have regarded as our primary bellwether, is not going to be able 
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opportunity. ; pet 4 ¥ 2 i teed 
enator CLarK., Does employment in the Detroit area reflect those 
facts going back, let’s say, to 1950 and coming on down? We have 
had a good many pretty prosperous'years in the automobile industry, 
and ‘yet perhaps I am:wrong. I have no recollection of there having 
been gradually or even significantly increasing unemployment in the 
Detroit area. | ED vd | 
Mr. Kryseriine.. You say there has been ? ; 
‘Senator Crarx. I was saying I did not know that there had been. 
Let’s start in 1950 and come on down through 1957 when the present 
recession really took hold. _ We have. had years of 6 million cars and 


to bear its relative part in maintaining employment and investment 


‘5 million cars and sometimes: 4 million cars. But generally they 
-have been prosperous years for the automobile industry. I person- 
ally am not’ aware of any ‘significant.increasing unemployment. 


Mr. Kryseriinc. The yéars 1950 to"1953, according to my analysis, 
were years of a high rate of economic growth. Since 1953 there has 


‘been a gradual increase in unemployment. ' You have undulations, 


of courses But I would say categorically for Detroit and for. the 
country as a whole there has been a chronically increasing level of 
unemployment. it esi 

Now, this has been suppressed for a while and some ‘of it is being 
suppressed now for a very simple. reason—that. industries: do not 
disemploy people as rapidly as the technological advance would per- 
mit them to'do in the absence of sufficiently expanding markets. 
Obviously, if’ the steel, industry disemployed as many people, as it 
could disemploy operating 50 percent of capacity or. if the automobile 
industry did likewise, we would have more unemployment... «- 

In other words, in the short run, there is.a tendency—it is not good ; 
it is merély a good reaction to a bad situation—to take out part of the 
unemployment in underutilization within the plant rather than people 
out on the street: And there isa lot of that. now and there is no way 
of meastring how big it is. But I know it. is big. It i8 not even 
shown in.my unemployment figures because that merely takes the 
part-time overt employment anid translates it into its unemploymént 
equivalent. wit fy ; 

But there is a long-term chronic inérease in unemployment; and, 


’ technologically, many of out industries are-characterized by ‘a situa- 


tion where we have got to find new outlets. | 
Senator CiarKk. This is sometimes known as automation. 
Mr, Kryservrna.. That is right. | 


Now, .one of the biggest outlets is housing: and urban redevélop- 


. ment and the things that go with it. 


‘Why? ; 

“First of all, because this is an area in, which, regardless of the busi- 
néss cycle, we are’ probably further:behind in providing an American 
standard of decency 'and advance than in any other basic-area, After 
all, most of our people are decently fed, they:are decently clothedy but 
millions of them are not decently housed, so this is the biggest area 
from that point of view. It is the biggest area from the point of view 
of investment opportunity. It is the biggest area from the ‘point of 
view of a fundamental advance in living standards, 


“- Now, on some of the other things which you are interested ’in, edu- 
“cation and so forth, I believe that we are moving into a situation 
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where we. are going to have'to put larger and larger anrounts into 
these things which represent the next higher advance in the.standard 
of ita Gionens we cdnnot indefinitely increase cars per family or 
durable goods per family, so we have got to increase education, health, 
recreation, literacy, all these things for a family, and certainly. we 
must rapidly improve housing standards, 

. This, by nature, meanis a different type of activity. 

Senator Ciark. Of course, a number of those are in the public 
sector of the economy, and, therefore, you raise old magne. when 
you. try to turn more of our productive energies into those areas as 
distinguished from stimulating private enterprise. 

Mr. Kerysertrne. That is certainly true. The advantage of hous- 
ing, in that respect, Senator, is that a proper housing. program com- 
bines private enterprise and, public enterprise and a lower ratio of 
public: to private. than ‘some other needed programs. If wisely 
conducted ; 

Senator Crarx. I agree, except, of course, in urban redevelopment 
and slum ‘¢learance and‘in public housing and in some of the subsidy 
programs ‘where the' criticism is still met, which of course I am. in 
disagreement with ‘but nevertheless it is met, very strongly right on 
this committee. That we ought to leave this to a free enterprise sys- 
tem. And our rebuttal that the free enterprise system will not do it 
' does not seem to answer'their doubts. 

Mr. Keysertinc. Well, my answer to that would be that we need it. 

.Now,. I have some qualifications, which will not answer it to the 
satisfaction of some’ of the opponents, because, as you know, some 
of the opponents are no, more satisfied with 35,000 units of low-renit 
housing than with 350,000. ‘They want zero. 

The size of our tasks may be quantified as follows: Contrasted with 
actual:levels in the first quarter of 1958, we must lift total national 
production by $45 billion for 1959 as a whole, and by about $195 billion 
by 1964. We must increase employment by 2.7 million for 1959, by 
almost 5 million by 1960.to restore full employment, and by 9.5 million 
by 1964. ‘ 

. Senator Crark. This is because of the growing labor force? 

Mr. KryYseriina.: This is because of the growing labor force and 
the great deficit we have now. 

I write off part of that deficit automatically. Although we have 
a production deficit now.of about $65 billion, I do not say we have 
got to restore all of that. It is just gone.- But we.have got to restore 
enough to reabsorb the labor force in the-plants at the rate of produc- 
tivity as itis. 

We must lift total private:investment by about $12 billion for 1959, 
and by 314'times this ‘amount by 1964. To help generate this amount 
of economic activity, public.outlays for goods and services at all levels 
of.Government ‘need to be lifted by $9 billion by 1959 as a whole 
and by:314 times this amount by 1964. 

Now, I have'this all broken down into Federal, State, and local 
budgets, and so forth, 

The main point I am making is that, against these magnitudes, 
which are very conservative, there is almost no addressing of program 
to the ‘size of the animal that has to be moved. . And that is whiy 
I am pessimistic. In other words, I am in agreement with the really 
very pessimistic outlook being made by business forecasters. 


’ | 
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“Senator Criark. We are pretty much the victims of folk lore, are 
wenot ? 

‘Mr. Keyseruinea. I think so. 

' Developing a. balanced picture for this: growth, it’ appears that 

rivate investment in new residential construction—now, of course, 

.do not project. all the growth rates the same. We need to expand 
housing much more than investment in autorhobile plant, and.so forth. 
It appears that private investment in new residential construction 
needs to be lifted from about $14 billion in 1957—this is the tetal 
' private—to about $16.5 billion in 1959, about $20 billion in 1960, and 
more than $26 billion in 1964. 

Senator CLark. Have you tried to break that dawn into the number 
of residential units which ought to be constructed ¢ Q 

‘Mr. Keyserting. Oh, yes.’ 

Senator Crark. Ar ound 2 million a year, is it not? 

Mr. Keyserurnc. Around 2’ million ayear, | ; 

This will require enormous increases in the market for’ middle- 
iricéme housing for sale‘ and rent, depending upon a downward 
rather than an upward movement ‘of interest rates, a lengthening 
rather than’a shortening of ‘amortization terms, anda‘vast amplifica- 
_ tion rather than ,a contraction of housing. credit. ' All Federal pro- 

- grams should be geared toward these objectives. 

. Now, may I say that housing has been probabl the outstanding. 
example of the application of what I at least regard as an undesirable - 
policy by the Federal Reserve Board and others, not based primarily 
upon the idea of contraction, which would be bad enough, but sort of 
confused, being based in part on the idea ‘of contraction ‘and being: 
based in part on the idea, “Yes; we w ant expansion but we need to give 
inducements on the investment side.” 

I sometimes find it hard to. figure ott which the Federal’ Reserve 
Board has been shooting at with regard to housing. Sometimes they 
say, “We have got to contract it because it is inflationary.” Sometimes 
they say, “We want more of it but you have got to have higher interest 
rates.” 

Senator Crark. I think it is'the latter. They want more with high 

. interest rates. 
_ “Mr. Keyserwine. Ww ell, anyhow, my point on that is that in: housing, 
just as in plant and investment, the roadblock has not been in adequate | 
return assuming sufficient volume, but rather inadequate market ‘at 
the given price level to induce a sufficient volume. 

Senator Crank.’ In other words, what you are saying is that the high 
interest rates and. the other lack of inducements result in pricing per- 
haps 50 percent of the potential consumers out of the market ? 

‘Mr. Krysertine. Certainly.’ No question about it. 

‘The provision of adequate housing for low-income famplies and 
utban renewal .at vigorous and. imaginative rates require a great deal 
of public assistance with a great de: al of Federal aid. If this type of 
expansion is sufficient, we should av erage through private, public, and. 
mixed sources combined about 2 million new “housing units a year 
between now and 1964, thus enabling housing and urban renewal -and 
other types of invest ment and consumption which would be stimulated | 
by such’ programs to make their proper: contribution toward total | 
economic ere which we need if our economy as a whole is to 
realize anywhere near its full potentials. . 








572 SN  - HOUSING ACT OF 1958 


. It is feasible also to calculate the magnitudes of the increased Fed- 
eral outlays which would be compatible with these sound goals. The 
Federal’ budgetary outlays for the encouragement of housing and 
related activities in all their forms.should be lifted—and I am not 


attempting to advise the Congress what, to do but I am merely giving . 


quantities as a basis for’ evaluation—should be lifted from an estimate 
of $426 million in the President’s original estimate for fiscal 1959 to 
600 million in fiscal 1959, to more than a billion in calendar 1960, and 
to more than 2 billion in calendar 1964. ° 

And may I say in 1939 when I appeared before the Education and 
Labor Committee during the first year that the late Senator Taft was 
on it, he and'I had an extensive discussion about this, and he said the 
$2 billion a year by the Federal Government for these purposes did 
.not -horrify him but seemed quite reasonable. And this was—it is 
hard-to believe it—-19 years ago, with an economy which ‘in real 
terms was only about two-thirds ‘or. one-half the size of our current 
economy, and with'a tremendously smaller population. 

- Senator Cuark. Do.'you. remember what the total Federal budget 

| was that year? ‘ 

Mr. Keysertine. No, I donot, remember offhand. : 

Senator-Ciark. It must,have been under $50 billion, was it not? 

‘Mr: Keysertine. Cleatly under $50 billion before World War II, 
yes. It was under’$15 billion in 1939, even when expressed in 1957 
dollars. .So'that relative ‘to the size of tlie budget this $2 billion 
would have been tremendously’ more.. Two billion by .1964, just to 
think how little it would be, is less than the variant by which the 
administration can vary the annual level of Federal outlays for 
national security alone within the.ambits of any given budget. This 
just shows the ratios to which we have gotten. We have got a $46 
billion budget for national Security proper. 

Per capita annual Federal outlays for these types of housing 
and related activities should be lifted from an estimatéd $2.37 in the 
President’s original budget for fiscal 1959 to $3.41 in fiscal 1959, $6.11 
in calendar 1960, and $11.51 in calendar 1964. 

Now, let me say, when I say $11.51, I do not pretend to be able to 
get it down to 1 cent. The way these figures derive is that I have 
made a recoriciled picture, and ‘in, order to get a reconciled picture 
you cannot start rounding ‘everything off or ultimately it does: not 
square., That is all that:means. 

As a percent of our total national production in a fully expanding 
economy, these ‘types of outlays should be lifted from 0.04 percent 
in the President’s original: budget: for fiscal 1959 to 0.10° percent in 
fiscal 1959, to 0.22 percent, in calendar 1960, and to 0.36 percent in 
calendar1964. ; | 

Senator CrarK., Let: me -be sure I tnderstand. In each instance 
you. are speaking of, less'than 1 full percentage point of. the national 
production, ‘are you not? Or is that 4 percent and 10 percent? 

Mr. Keysertine. It is Jess than 1 percent, because 4 percent of our 
total production now would be 4:billion—I mean 1 percent would 
be $4 billion: .: 

Senator Crark. Yes. 

_ Mr. Kysgrrine. And this:rationalized with an expanditig economy 
waar would be induced by doing’ what we ought to do in these'various 
elds. 
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Senator CiarK. So the decimal point belongs right where it is? 

Mr. Keyseruine. Yes,sir.. Absolutely. 

All of these. goals have been reconciled.. Well, I will admit the 
figures look’ fantastically small in view of all the outery about how, 
much we are doing in these fields. 

All of these goals have been reconciled with a total Federal budget 
which would meet the great deficiencies in our needs for national 
security and domestic programs,. and which, nonetheless, would 
‘gradually shrink drastically as a percent of our total national produe- 
tidn in an adequately expanding economy. The provisions contained 
‘in the pending bill, which I shall not analyze in detail, take some im- 
— steps toward recognition of the far more important role which 
ousing must be made to play in the restoration and growth of our 
general economy, and in the advancement of living standards as our 
_ powers to produce at full employment continue to increase rapidly. 
‘Now, I have something on this matter of inflation that you referred 
to.if you want me'to give it. : 
nneaine Ciark. Yes. I wasgoing to go back toit. Go ahead, will 
you? “% 
"My. Keysertine. Unless there is something elsé you want me to, 
cover first. wy 1, “Fb 

‘Senator Cuark.. No, I think it is: a:very helpful statement, and I do 
think, Mr. Keyserling—well, I have always felt—that the great con- 
tribution which people in your position could make was in eliminating 
political lag and in educating political leaders as to what needed. to be . 
—. And you have been a very valued tillerof the vineyard in that 
regard. : 

But I do not think that I personally have ever seen a completely | 
. satisfactory answer on your part to the cry of the conservatives among | 
ws that the program you propose, which, of course, frightens them ° 
very badly, would result in a runaway inflation so that, we pretty soon 
would be printing paper money the way the Germans did... And 'per- 
haps you would devote your best thinking to answering that, in the 
next couple of minutes. i ; Khas 

Mr. Krysertine. The reason that I have not been deemed to have 
satisfactorily answered this question is that even with all this cultiva- 
tion of the vineyards it takes a certain amount of time for others 
to appreciate what in fact I have been saying all along. I am very 
gratified by the thought that the appreciation is beginning to catch up, 
because it was in 1955, and I say this only because of the question you 
raised, and in 1956 and.in 1957—in fact, when I was debating this 
matter before the Joint Economic Committee back in 1951 on the tight- 
money policy—in all these years, I pointed out that, we needed to revise | . 
our entire economics on the subject of the causes of inflation, that the 
classical economics on this subject was entirely wrong, and that it was 
not being supported by empirical observations. Ma 

But, unfortunately, most of my colleagues who testify before con-~ 
gressional committees do not make empirical observations. They make 
theoretical observations. based upon an economics that: was written by 
people who had never had the tools for empirical observation: 

Now, what I have done here is to say this: That if we are talking 
about the inflation which occurred during’ wars; that is a different 
geometry. Arid I think most people would admit that. If we are 
talking about the inflation that occurred during reconversion from war 








' 
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to peace, the reconversion was a byproduct of the war. If we get into 
another war, we will have problenis that make all of what we do now 
irrelevant. ae stk 

So let’s take the other periods and let’s try to make a factual cor- 
relation of when inflation occurred, what was happening to other parts 
of the economy while it was occurring, and thereby test the thesis of 

whether full employment and ‘a high rate of economic growth is 
inflationary. | Tana 

Senator Cr4rk. Maybe you had better go back even one step further 
and define for the record your definition of inflation. 

Mr. Keyseruine. My definition—well, there is tremendous confusion 
on that—my definition of inflation for the purpose of this-discussion is 
rising prices. . A lot of people use the term in different ways. Some- 
times they seem to say that rising employment is inflationary, or rising 
production, because.they speak of deflation as the opposite of inflation, 
and yet they speak of deflation. as including falling production and 
falling employnient. 

Senator Ciark. I think rising prices gives a nice simple definition 
to work with; let’s go ahead with that. 

_ Mr. Keyserxiine. I'think so. 

Now, first, I will state my conclusion, and then I will endeavor to 
proveit. | math 

My conclusion is that a high and sustained rate of employment, full 
employment, and a high and sustained rate of economic growth are 
less inflationary than a retarded and‘ repressed rate of economic 
growth, a high rate of unemployment, a large unutilization. of our 
productive facilities. : 

In ‘other words, my position is close to the exact opposite of the 
classical theory. r! 

Senator CuarK. Even when acompanied by large deficits in the Fed- 
eral budget ? 

‘Mr. Keysertinc. Even when accompanied by substantial deficits, 
although I also: maintain that my program would give much smaller 
deficits than what we are drifting into now. 

Senator Ciark. After the first cold shock ? 

Mr. Keyserurne.: After the first: cold shock. Well, even in fiscal 
1959. But that is a separate question. 

I would say that there is. nothing within the framework of our 
type of system 'that would do more to restrain the average long-range 
increase in prices than commitment on the part of the Government 
and others to a long-range program of expansion and abundance keep- 
ing close to our'maximum growth rates and maximum employment and 
maximum production. 

Now, this thesis of mine is.so in'accord with the refrain that we 
frequently hear that adequate supply is antiinflationary that it does 
not said so strange; yet it is not yet generally accepted. 

But, now, let’s look at the facts. This first chart here shows from 
early 1956—or it compares 1957 with 1956. Now, comparing 1957 
with 1956, consumer prices rose 3.4 percent. Wholesale prices rose 
2.9 percent. - And industrial prices rose 2.8 percent. 

Now, was this the byproduct of a Government deficit? No, we 
ran a‘surplus. 

Was it the byproduct of full employment? No, we had high and 
rising unemployment. 
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Was it the byproduct of demand pressing against resources? No, 
they were being disutilized. wise: Re | | 
The latest theory is that it was the byproduct of excessive costs in 
the form of wage increases which necessitated price increases. 

Let me reserve that for a minute. | 
- Senator Crark.. Or vice versa ? 

- Mr. Keysertrye. Or vice versa. 
. Now, during this period’ when we had the highest annual rate of 
jncreases in prices that we have had in any reasonably comparable 
period except war or reconversion, we had no'change-in industrial 
roduction, only 1.7 increase in consumption, and only 1 percent 
increase in total national product. This is, by any test, a virtually 
7g economy with rapidly increasing disutilization of resources, 
and yet, rapidly rising price inflation. 

Now let’s look at what happened from September 1956 to September 
1957, which I do not have on the chart. — I took that 12 months because 
that is the 12 months immediately before the recession really gained 
steam. 

Now, what happened during that 12-month period ending with 
September 1957. Consumer prices went up 3.4 percent.- Wholesale 
prices went up 2.2 percent. And industrial prices went up 2.4 percerit. 

uring that 12 months national product declined by 9 percent. _Civil- 
jan employment declined by 3 percent. And industrial production de- 

- clined by 22 percent. This is fantastic. 

Now take the period after September. 

Senator Crark. Before the recession really got underway ? 

Mr. Krysertine. That is before it really got underway. 

Now let’s take the period from September 1957 to March 1958. I 
am not leaving out April. It would not make any difference. Since 
September 1957—and this is annual ratés—consumer prices went up 
even more, 3.6 percent at an annual rate. More than in the 12 pre- 
vious months, and more than in the year from 1956 to 1957. Wholesale 

rices went up 2.9 percent. Industrial prices did level off. ‘They 
jeclined by 0.5 percent. In other words, they were virtually stable 
in the face of the decline of 22 percent in industrial production at an 
annual rate. 

Senator CrarK. That 22 percent figure you read a little while ago, 
but was that not wrong? , 

Mr. Kerysertine. I am sorry. I just noticed I have got to reread 
this. Iread the wrong column. 

Let me fix that up. ! | 

Senator Ciark. Let’s go back and get the industrial production de- 
cline for the period ending September 1957. 

Mr. Kerysertine. Let me start here and read it... In 1957 compared 
with 1956 consumer prices went. up 3.4 percent. Wholesale prices up 
2.9 percent. ‘Industrial prices up 2.8 pereent. Meanwhile, there was 
no change in industrial production, chars was only a 1.7 percent: in- 
crease in consumption, and only a 1 percent increase in total national 

oduction. So that a virtually stagnant economy existed, and we 

ad the price increases that I have just mentioned. 

Now let’s take the second period from September 1956 through 
September 1957. Consumer prices went up 3.4 percent. Wholesale 
prices went up 2.2 percent. Industrial prices went up 2.4 percent. 
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Meanwhile, gross national.product went up only 1.7 percent. Civilian 
employment declined negligibly, by 0.2 percent. And industrial pro- 
duction was stationary. No change in industrial production. 

, Senator Ciark. That:is the correction in your previous statement ? 

Mr. Keryseruinc. That is’the correction. Now for the pecre since 
September 1957, when industrial production has been declining at an 
annual rate of 22 percent, civilian employment declining at an annual 
‘ rate of 3 percent-and GNP declining at an annual rate of 9 percent, 
wholesale prices went up 2.9 pércent, annual rate, and consumer prices 
went up 3.6 percent, or more than either of the earlier periods, and 
industrial prices were virtually firm, declining 0.5 percent, all at 
annual rates. 

I have compared also with various other periods. In these compari- 
sons we can se different years, and can get different results. You 
have to bring in other factors. But basically what it shows is if you 
take the whole period from—and this should be 1948, incidentally— 
from 1948 to 1953, even allowing for the fact that we had 3 years of 
the Korean War, we had a 5.5 percent annual growth of industrial 
production and a 3.3 percent annual growth in consumption, and 4.8 

reent annual growth in the gross national product—4 or 5 times as 
1igh as in later periods—and yet with a considerably. lower advance 
in consumer prices, and a much lower advance in wholesale prices, 
and a much lower advance in industrial prices. : 

Senator CiarK. What is the answer ? 

Mr. Kerysertinc. The answer is that in the kind of price-making 
economy that we have,’ prices:are not made by supply and demand 
except as to farm prices. If I have 10 apples 

Senator Crark. Not even there if you oes a vigorous farm support 
program. diate 

r. Kerysertine. That is true. Therefore, the trend has been to 

compensate for an unsatisfactory level of sales or an unsatisfactory 
» level of production by a higher rate of price increases per unit than 
you had when you had a higher level of production and a higher level 
of sales: Fie dealin ' 

Lest this seem theoretical, Ido not have it here and you would not 
have the time, but I have examined it industry by industry, and I can 
show in many of the major industries the price increases began to 
accelerate as sales first began to fall. 

Senator Ciark, You are saying this is administered prices? 

Mr. Keyserurnc. Thatis right. 

Senator CiarK. No free market? 

Mr. Krysertinc. Absolutely. 

Senator Crark. I would like to sit all afternoon with you but we 
have gone quite a length of time with you on your thoughts and I am 
afraid we will have to cut it short. _Can you give me your answer to 
the wage-price, price-wage spiral theory ? 

r. Kryseriinc. My answer on the wage side is that the propa- 
ganda that the price increases were caused by wage increases will not 
bear‘analysis. | The price increases were caused—in a sense they were 
caused by institutional reaction—but these price increases were not 
necessitated by the wage increases because they yielded a level of 

rofits and investment which far outran consumption including the 
actor of wage increases. In other words, industry did not néed to 
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raise the prices the way it did, even in view of the wage increasés. 
That is the best I can do ina very brief statement. 

Senator CiarK. That is making the basic assumption that they can 
et asatisfactorysalesvolume. | ie 
Mr. Keyseruine. I think the lagging behind of consumption and 
wages as against price and profit and investment was a very important 
factor in the deficient sales volume. | It is all part of the whole thing. 
Secondly, as to how to improve the situation, I am not for price 
control in peacetime although I would say it might be better than 
some of what we have been getting recently. But:I am saying that 
without price control, if the Government changed its bugetary policies 
and changed its monetary policies so as to encourage rather than re- 
press a full rate of economic growth, the institutional reaction of our 
enterprise system would yield less price increases than we have been 
getting through the repressive policies. 
I say this is supported by all of the factual observation we have 
available. In other words, the erroneous theory that the repression 


‘of the rate of economic growth and creation of more unemployment 


would result in price stability has fallen flat on'its face, and -demon- 
strated that this erroneous theory could result in price stability only if 


-* wecarried unemployment to 10 or 15 million rather than 6 or 7 million, 


and carried the nationwide disutilization of ‘plant to 30 percent-rather 
than 10 or 15 percent. | : 

Senator CiarK. Do you not think there has been pretty much of a 
turnaround in the Government monetary policy for the last 3 months? 

Mr. Kryseruinc. I think there has been. some turn-around. Un- 
fortunately you cannot undo the working through the whole economic 
structure of high interest rates. | ta 

Senator CiarK. J think we all agree there are limits.to the power 
of the Federal Reserve to do much anyway, because there are so many 
sources of investment funds which are not really under their control. 

‘Mr. Krysertrna. I do not quite know the extent to which there has 
been a turnaround on that policy. .I recall: until recently they were. | 
still urging .an increase in interest rates on housing, and so forth, 
to induce the flow of capital into the housing market. ' 

Senator Ciark. I do not think it is fair to credit that to the adminis- 
tration. Maybe we,should distinguish. between the two. There has 
been a precipitous decline in. interest rates on such things as short- 
term bonds and even triple \ corporate bonds, and comparatively 
none on the mortgage rates. This puzzles me. The only. thing I can 
come up with is that the great mortgage lenders are in a position to 
hold the market up since by and large they are dealing with small and 
economically powerless individtials, so that they can go ahead and 
keep up interest rates for a long period of time. :* 

Mr. ‘Krysertine. I think you are absolutely right about that, and 
for the same reason the argument of the Government that it had noth- 
ing to do with pushing up interest rates but was merely responding 
to the market is also incorrect. 

Senator Crark. I may point. out to you when we get stubborn in 
Congress and hold in interest, rates, mortgage lenders get ‘even more 
stubborn and we get no VA starts. 

Mr. Kerysrruing. There is‘a difference of opinion on that. 

Senator Crark. Does that pretty well conclude your statement ? 
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Mr. Keyseruine. Yes. ° | f 

Senator Crark. Thank you very much, Mr. Keyserling. I wish 
some of my colleagues had been here to hear you. 

Our last witness is Mr. Wallace J. Campbell, director of the Wash- 
ington office of the cooperative league. Mr. Campbell I apologize for 
keeping you waiting. I was fascinated with Mr. Keyserling’s 
economics. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF THE UNITED STATES OF 
AMERICA 


Mr. Campsett. Thank you very much. I appreciated the op- 
portunity to sit in on this seminar too. It has been very enlightening. 

Senator CLakK. Would you be willing to have your statement offered 
in full for the record and hit the highlights, or do you want to read it? 

Mr. Campseu. I think the simplest thing for me to do is read the 
first 5 pages, These are followed by about 4 pages of technical ma- 
terial which we can leave with the committee staff. This will cut the 
testimony about in half. 

Senator CLiarK. That will be fine. 

Mr. Campsett. I think that is probably faster than ad libbing which 
sometimes takes longer. 

The cooperative league of the U.S. A. is greatly pleased to have the 
opportunity to present to this committee its views on the proposed 
Housing and Urban Renewal Act of 1958 and the other bills which are 
before the committee. The league has a very great interest in the 
general field of housing, as well as a specialized and particular interest 
in cooperative housing. 

The cooperative league, as you know, is a national federation of 
consumer, service, and purchasing cooperatives. Its affiliated mem- 
ber organizations include in its membership approximately 13 million 
families who own cooperative businesses of various kinds through 
which they obtain farm supplies, insurance, consumer goods, electric 
power, savings.and credit, health service, housing, and other needs. 

First, we wish to congratulate this committee on taking the initia- 
tive leading to the passage of the emergency housing bill this spring 


providing additional mortgage credit and other facilities to spur the | 


further development of housing as an important antirecessionary 
measure. The bill as enacted is reported to have had a substantial 
effect already in increasing production of homes for American con- 
sumers and providing additional jobs for American labor. 

In considering the Housing Act of 1958, it is essential that we 
take another look at the needs for housing. There is an unfortunate 
tendeney for péople to look on “1 million” as a magic number. and 
feel that the production of 1 million units of housing in any given 
year is a tremendous accomplishment for America. This unfor- 
tunately is not true. Every year which passes in which only a million 
units of new homes are built leaves us with a greater deficit in 
housing needs. 

Senator Crarg. I would like to interrupt to’say amen, so if any of 


my colleagues come to read the record there will be a stopping place 
there to' bring their attention to it.. I am in complete accord. 
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Mr. Campsett. Thank you very much. As this. committee has 
heard so often, the 1950 census reported that there were 15 million 


- substandard housing units in the United States. I see by the testimony 


that. the National Housing Conference stressed that this morning. 

We have made no major inroad in this backlog in the 8 years whic 
have passed since that census. New family formations, relocations due 
to highway programs and slum clearance, the continuing obsolescence 
of several hundred thousand units each year, are important factors 
in our housing picture. Responsible organizations, such as the AFL- 
CIO’s Housing Committee, the National Housing Conference, and 
others, have estimated the need for at least 2 million new homes a 
ie: for 10 years as an essential program to meet our current housing 
needs. 

Senator Ciark. I would like to interrupt again to emphasize that 
figure, which seems to me to be realistic and a figure we ought to have 
constantly before us in this committee. I mean, 2 million new homes 
a year. 

fr. Camppety. Those could be built without any inflation at all. 
This is a particularly important factor. 

If 2 million new units are built each year, perhaps as-many as 
one-tenth of those units could well be built as public housing, par-, 
ticularly during this period of the rapid acceleration of the highway’ 
program. Another 200,000 units-a year, or one-tenth of our current 


. needs, should be built under the cooperative-housing program. These 


are the goals for which we must set our sights if we are to be realistic 
in meeting housing needs. 

The cooperative league is convinced that a 10-year program provid- 
ing $3.5 billion for slum clearance and urban renewal is defensible but 


not quite adequate to meet the tremendous needs in this field. The 


American Municipal Association, the National Housing Conference, 
NAHRO, and the AFL-CIO have repeatedly pointed to the need for 
$500 million per year for 10 years. Such an expenditure of $5 billion 
in a decade is very small when compared with the more than $40 billion 
spent in 1 year for national defense. _ ; 

The need for low-rent public housing continues to be very great and 
the steps taken to meet that need seriously inadequate. We are happy 
to associate ourselves with the proposa)] that the authorization enacted 
by the Congress in 1949 in the Wagner-Ellender-Taft bill should be 
made effective. The Clark bill—your bill, Mr. Chairman—S. 8781, 
which is also before you, would release all the remaining units which 
have not yet been built under the act of 1949 and authorize their con- 
struction as rapidly as they are requested by local housing authorities. 
This would make approximately 200,000 units available in the public- 
housing pipeline. . 

Senator Ciarx. I will interrupt again to say it seems to me to make ' 
very little sense to put the urban redevelopment program on a 10-year 
basis and refuse to do the same thing with the public-housing program. 

Mr. Campsie t, , That is right. ; ; 

Senator Crark. And to put the highway program on a 13-year basis 
and refuse to do the same thing for the public-housing program, which 
is going to have to relocate perhaps as many as 50 percent of the fam- 
ilies displaced by highway construction.. It occurred tome. a yery 
simple thing to do is just to authorize, as soon as eligible applications 
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are made, all of the units which it was contemplated way back in 1949. 
be built. 

Mr. Campsei.. That is right. 

Senator Crark. Of course, we have had troubles with our public- 
housing programs and many of our hopes for them have not been jus- 
tified. New experiments are going on all the time and there are a 
great many administrative delays and red tape. But I cannot see 
anything radical, or drastic, or foolish, or unwise in making available 
the units'which everyone thought 10 years ago we were going to need, 
to be used as soon as people made proper application for them. 

Excuse me for interrupting. 

Mr. Campsety. If I remember correctly these units were to be built 
10 years ago. 

Senator Ciark. If it had not been for the Korean War I think they 
probably would have been built. 

Mr. Camppety. We will not attempt to go into specific reeommenda- 
tions in the low-rent public-housing field, but we are happy to support 
the proposals being made by the witnesses for the National Housing 
Conference, with which the cooperative league is associated. 

In the field of private housing the need continues. Once again our 
sights have been low. We are pleased to see that the Administrator of 
the HHFA and the Commissioner of FHA have sent to the Congress 
a proposed joint resolution to increase the authorization for FHA by 
$4 billion. As a matter of fact, if we are to come anywhere near 
achieving our goal of 2:million new units a year, the authorization for 
FHA might w vell be pegged at a'figure of. $7 billion a year, or more. 

The operation of FHA has been: sound and conservative. The 
homes built under the program have been an economic asset to the 
nation, as well as serving a social need. There would be no danger 
whatsoever in increasing that authorization to nae in step with the 
continuous expansion of the economy. 

We would like now, if we may, to focus. our attention on the coopera- 
tive housing program, with particular reference to section 213 of the 
FHA. 

Many of the present: members of this Banking and Currency Com- 
mittee played a significant role in the: Housing Act of 1950 in which 
the cooperative housing program was created. You will be pleased 
to know, I am sure,.that at the close of 8 years of operation of the 
cooperative housing program (Monday, April 21 of this year) Com- 
missioner Mason announced that cooperative housing has become the 
third largest program in FHA. 

During this. period, a total of 47,400 homes. have been built with a 
total value df niortgages insured ‘at $483 million. With the equity 
payments. made by. ‘the. consumers,’ these cooperative projects’.are 

valued at well over half a billion dollars. While this is small com- 
pared’ with the housing needs, and very ‘small measured against the 
target outlined above, “the accomplishments are substantial enough 
to prove that an important job can be done, and that part of the prob- 
lem of middle-income housing can be met with fine, livable dwellings 
at.no' cost to the taxpayer. As a matter of fact, the program has 
brought into FHA an estimated $8 million more than the cost of the 
program to FHA. 

I would like to stress that further. In other words, even allocating 
costs for salaries and other administrative expenses, ‘the amount of fees 
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brought into the FHA by the cooperative housing program brought a 
net of nearly $8 million to FHA. This is not ‘a subsidized program. 

As an. indication of the popularity of the program, there are com- 
mitments outstanding by FHA for 9,000-more units of. cooperative 
housing, with applications in process. for 6,700 additional units. 

If the committee will permit, we would like to insert in the record 
at_this point a comprehensive table prepared by the Cooperative Hous- 
ing Section of FHA showing the number of projects and units in 
each State by type of projects. Thirty-six States already have homes 
built under this program. : 

Senator CrarK. It will be inserted in the record at this point. , 

(The table referred to is as follows:) 


Cooperative housing, sec. 213 (status as of Apr. 18, 1958) 


| Number of | Number of Dollar 
projects units volume 


Mortgages insured __-- , Sia a 767 47,422 | $483; 860, 933 
Commitments outstanding-.--._.......--...--- pala iaty 380 9, 004 117, 199, 954 
Applications in process _ -- 179 6, 744 85, 399, 355 


1 826 | 63,170 | 686,460, 242 ° 


Active case workload. ---..'..-.. 


| 
> x | 
| 





Cooperative housing, FHA, sec. 213 


As of Apr. 18, 1958, mortgages have been insured on 767 projects, comprising 
47,422 units, for $483,860,933, in the following States: 


Management type Sales type 





| | oer } 
Projects Units | Amount | Projects Units | Amount 





Seca 


8 $54, 200 
35, 458, 700 
4,806, 150 

California 109, 150, 650 

Colorado...-..------ wchege|----enn nn [eoen enna! 2, 807, 300 

Connectiout... .....-..-+..... : ‘ § 716, 500° | Me aR AS a 

District of Columbia.........-.-- 2 | 2, 133, 500, | ‘ Q 506, 550 

iis acter! renin Bis eaten 2 | 8 | 605, 000 3 | 5 751, 500 

Cis slantsvepscdensiasncne | 1, 040, 000 2 | ‘ 365, 200 

Hawaii Regina 1, 622, 950 

cae ceases 142, 500 


Alabama 
niin bnisenstudendhewne 
Arkansas 


“= — 
Ww a 
curtnre 


Di aBekschie cece Teihsnkek 

ON bo deadnacnansdequunbastag 
Louisiana--_.._- 

Michigan. ....-.,-- 

Minnesota nil 
PEON. ctadiidokksemcdéace amvewe 
ntl Bi od il alietead imei Lattice ‘ 

New Jérsey_...---.-.- thats : 8 | } 8, 434; 000 |... .._- 
New Mexico Basi d: bepeand 5 dhe adenbe aakeet tiene Boras 

New York. paeedebel : 22, 899.| 219, 763, 400 


= Oo 


Ps 


5, 893, 100 
17, 519, 800 
1, 015, 750 
4, 222° 900 
10, 867, 850 





> 
| Goes 





a aa toad in Balin ie tacie lions Rael \-ara---p---2--| 
MIDEE. SAN bnettdeandsnddsbudsondd essere gain a } 
Pennsylvania..........- | 717 | 

I SEO icin hb dehia ive meee 4 

NON fies. tooo ogi lead seda-nelashahysenci-. ay ‘ 382 | 3; 107,900 
Texas 1 SESE WSs DE FED Aa 8 opaeeks LS dues n4 einint 5 | ‘ 1, 739, 250 
Virginia heed mmcvatnpmbaayenp seth hari vinten Sepiicanerace 2 247, 000 
Washington. _-_.._._....- Te aL Aee a ee he oat 104,'000 
Wee NL os det e'sder ant . 94 | 1,265, 000 | 

Wisconsin... ..-.-- Discaal Sih ia & 4 273, 100 

Wrong... 8.i..... és ‘ Secs aed 


Total (36) -.-_- wend it £6. 54°) 26,524 | 257, 830, 900 


| 
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Cooperative housing, FHA, sec. 213—Continued 














Management Sales 
FNMA purcheses of sec. 213 mortgages ls Nl eee Aichi nee mireinants $6, 287, 000 $49, 879, 412 
FNMA commitments to purchase............--- eacensony eh kdevanasseebes 13, 907, 100 97, 711, 750 
GR SE ed skadons sane da Bins- es icncwinushunGabatgesneteanate 20, 194, 100 147, 591, 162 
Ne ete ~ $167, 785,262 =~ 





Of the above, the following :consumer cooperative commitments have been 
made by FNMA: 








ictanataintiell Sales 

















State No. of | No. of | 
| projects units | 
- a —_—-— ~ — os —-——-—| —— —_—_—___-— ee _ —_—_— —_——_ —--—_ —_— 
' | 
cesta ati te cniiniiatidadntaqrdedaiskavcegc} 1 9 E | $138, 200 
California... .-....-- doe emubih binds <0 4 MDE: 3 | 331 + 085, 200 
thi ak iain cal oaceedhgeedna sh keoee 5 43 |... 594, 600 
DT SEES bv bncincswmcadce sensed ec itis dein eel ae 2 359 4,942, 800 
Seat or ccc con 1 ee sc. 793, 900 
I lh an a elalin in seceatinedinmea Lele 1 94 1, 404, 100 | akteaiahda sun 
Dict en stipiik en de ainin ton ddhmmninesialit te 13 897 “10, 432, 100 4 526, 700 
iit idk idea iewtnicll los Bicesibhdl na sbbabeiinn ~ $11, 958, 800» 
i i a a I ae Siecle nl aetna 


In addition to the. above, preliminary conferences, such as those listed below, 
are being held in various FHA insuring offices :: Marydale Church Group, Kinloch, 
Mo.; Textile Workers Union, Erwin,:S8. C.; Workmen’s Circle Union, Cleveland, 
Ohio ; Teachers’ Union, Montclair, N. J.; National Security Agency, Ft. Meade, 
Md. ; Students” Cooperative, Berkeley, Calif. 

Senator Ciark. New York takes a large piece of it, does it not? 

Mr.:\CampseE.u. It certainly does. It is.very interesting that the New 
York ‘projects are almost ali management types rather than the sales 
type, and they eventually become owned by the consumers in the 
projects as a cooperative. 

Senator Cnark. I am always disappointed when I see these figures 
and note'not much happens in Pennsylvania. I wonder if you “have 
any explanation of that ? 

Mr. Campsety. Well, at one time it was reported to us that the 
FHA office in Philadelphia declared that no cooperative housing 
would ever be built under the.program in the State of Pennsylvania. 
Of course, there have been changes since that time but that was the 
attitude taken by an FHA officer at that time. 

‘Senator Ciark. Do you think that had a good deal to do with it? 

Mr. Camppexy. There has been an antagonism on the part of many 
officials to a new program, and one with the name ‘ ‘cooperative” which 
might be misinterpreted. This has been part of the reason. Another 
is that there has been no intensive educational program in the State 
of Pennsylvania on cooperative housing comparable to what has been 
done in New York State. 

There is a general feeling on the part of many of the ‘people in 
the housing field that this ‘growth of cooperative housing has been 
made possible only because of the advance commitments for purchase 
by the Federal National Mortgage Association. The role of FNMA 
has been very important, particularly in the years of a tight money 
market. . The statistics compiled by FHA, however, are very revealing. 
The total FNMA purchases up to April 18 of this year, plus FNMA 
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commitments outstanding to purchase at that date, amounted to a 
grand total of $167 million. This a little over one-third of the $483 
million insured under the program to date. More than $300 million 
of private mortgage money has already been attracted to the program, 
as well as roughly $50 million in equity capital invested by consumers. 

In order to strengthen and expand the.cooperative housing program 
to meet the present need, we wish to submit to the committee a series 
of proposed aniendments to the Housing Act. These amendments 
are designed to meet the following needs: 1m 

First, to bring the downpayments and mortgage percentages in the 
cooperative housing program into line with the already established 
downpayments and mortgage’ percentages for the single-family, pro- 

am and those proposed for‘the multifamily rental housing projects 
under FHA. i.e nei wg 

Each of these proposals’ is spelled out in:more detail later in the 
statement. "ok? 

Second, to extend to all types of the cooperative ‘housing program 
authorization to build community, recreational and commercial facil- 
ities now possible under the management-type program. These facil- 
ities are essential, not only to méet the consumer needs of the members 
of the projects, but also to give a continuing cooperative character to 
the developments so that they may continue to reap the advantages of 
working together after their liomes are completed, . iehE 

Third, we wish further to strengthen the financial stricture and 
soundness of these projects by including a regular 2 percent working 
capital fund in the total ‘amount of the mortgage. These working 
funds provide added strength to the co-op in: meeting ‘closing costs, 
advance payments of’insurance, taxes, etc., and providing. funds to 
meet any emergencies that might arise within the membership through 
death, disaster, or depression. 

Fourth, we feel that it would be in the consumer interest. and in the 
national interest to authorizé the use of this section of FHA for the 
acquisition by residents of existing properties in addition to insuring 
new construction. The amendments we propose contain safeguards 
which, we are sure, will be adequate to’ prevent any misuse of the 
section. 

Fifth, we recommend increasing the authorization for FNMA to 
make advance commitments for the purchase of mortgages on coopera- 
tive housing projects. The amount we recommend would cover about 
30,000 units this coming year, with 50 percent of them reserved for 
consumer cooperatives. FHA already has applications in process’ and 
commitments outstanding for more than 15,000 units to date. 

Sixth, our proposals would make it possible to build co-op projects 
in high-cost areas, particularly, in connection’ with urban renewal 
developments where current FNMA ceilings are not adequate, but 
where the FHA ceilings would make projects feasible. 

In the average cooperative project, demand for livability and'more 
room for families has brought larger units and more bedrooms:than 
in the rental projects. 

Seventh, we suggest that the President’s authority to use funds 
authorized by the Cotigress under the Sparkman bill earlier this year 
be extended to cooperative housing. We felt at the time the measure 
was passed that all sections of title II to FHA housing were to be 
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treated alike under the authorization. Our exchange of letters with 


FNMA indicates that they do not feel that they are authorized to 


include cooperatives under this authority. Our proposal is to write 
into the law what we feel was the intent of the Congress. 

Somewhat outside of FHA current operations, there is a new and 
growing need for the use of ‘cooperative housing. This is in the 
college field.. Over the past years, hundreds of thousands of students 
have cut their cost of education by living in cooperatively owned 
dormitories. Many of the soundest and outstanding of these stu- 
dent cooperatives are anxious to build additional facilities to meet 
the growing need for low-cost student housing. 

Our eighth recommendation is, that either the College Housing 
Act be amended to allow the student co-ops to borrow directly from 
the Government for such housing, as do the educational institutions 
themselves; or, that the cooperative housing section of FHA be ex- 
tended ‘into the, college field. We have proposed amendments pre- 
pared for either act. Senator Douglas has a specific amendment 
covering this point. z 

The following section of our statement sets forth these eight amend- 
ments: in detail. We hope this committee will act favorably on 
them for they will continue and extend a sector of the overall hous- 
ing program under which the consumer will help himself to lower- 
cost housing without any cost to the Government, and with no 
subsidy. This we feel is a commendable program receiving over- 
whelming support from the Congress, 


PROPOSED AMENDMENTS TO THE HOUSING ACT OF 1958 DESIGNED TO IM- 
PROVE AND STRENGTHEN THE COOPERATIVE HOUSING PROGRAM 


1..The followmg amendment will bring the mortgage loan ratios 
and down payments for cooperative housing (section 213) generally 
in line with those already established for'single family housing (203) 
and will parallel the maximum mortgage amounts proposed for multi- 
family rental housing (207) : 


Section 213 -of the National Housing Act, as amended, is hereby amended 
(1) by striking out the paragraph. numbered (2) in subsection (b) and in- 
serting in lieu, thereof the following: 

(2) Not to exceed, for such part of the. property or project as may be 
attributable to dwelling use $2,500 per room (or $9,000 per family unit if the 
‘number of rooms in such property or project is less than four per family unit), 
and not to exceed, 97 per centum of :-the amount which the Commissioner esti- 
mates will be the replacement cost of the property or project ‘when the pro- 
posed physical improvements are completed: Provided, That as to projects 
which consist of elevator type structures the Commissioner may, -in his discre- 
tion, increase the dollar amount limitation of $2,500 per room to not to exceed 
$3,000 per room and the dollar amount limitation of $9,000 per family unit 
to not to exceed $9,400 per family unit, as thé case may be, to compensate for 
the higher costs incident to the construction of elevator-type structures: of 
sound standards of construction and design: Provided further, That the Com- 
missioner may, by regulation, increase any of the foregoing dollar amounts 
limitations by not to exceed $1,250 per room, without regard to the number 
of rooms being less than four, or four.or more, in any geographical area where 
he finds that cost.levels' so require: Provided further, That in the case of a 
mortgagor of the character described in paragraph (3) of subsection (a) the 
mortgage shall involve a principal obligation in an amount not to exceed 87 
per centum of the amount which the Commissioner estimates will be the replace- 
ment cost of the property or project when the proposed physical improvements 
are completed: And provided further, That upon the sale. of a property. or 
project by a mortgagor of the eharacter described in paragraph (3) of sub- 
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section (a) to a nonprofit cooperative ownership housing corporation or trust 


within two years after the completion of such property or project the mortgage 
given to finance such sale shall involve a principal obligation in an amount 


‘ not to exceed the maximum amount computed in accordance with this siibsection 
' without. regard' to the preceding proviso.” oy 8 Calla 


2. The following will provide in all sections of the cooperative 
housmg program—management-type, sales-type, and investor-spon- 


sored type—provisions for mortgage insurance on projects including © 


community, recreational and commercial facilities as such facilities 


“are necessary to provide greater consumer value and greater. liva- 


bility to cooperative projects. 

Section 213 of the National Housing Act, as amended,.is hereby amended by 
inserting after the word “section”. in the last sentence of subsection (d) “or a 
mortgagor approved by the Commissioner pursuant to paragraphs (2) or (3) 
of subsection (a) of this section.” 

_ 3. These proposed amendments will require the FHA to include 
in its estimate of replacement cost the 2 percent working capital. 
fund designed to provide stability and security for the project, and 
to include such working capital in its determination of actual cost. 

By adding at the end of section 213 the following new subsection: : 

“(i) With respect to a property or project of a mortgagor of the char- 
acter described in paragraph (I), paragraph (2) or \paragraph (3) of sub- 
section (a) of this section, there shall be included in the’ amount which the 
Commissioner estimates will be the replacement cost of the propefty or project 
when the proposed physical improveménts are completed an allowance for work- 
ing capital equal to 2 per centum of all other estimated costs.” 

Section 227 of the National Housing Act, as amended, is hereby amended by 
inserting in subsection (c), before the words “and other items of expense 
approved by the Commissioner” in both places where such words appear therein, 
the’ words “the allowance for working capital provided for in section. 213 of 
this Act,” 

4. The following will provide for use of cooperative section 213 
mortgage insurance for the acquisition by residents, of properties 
in which they dwell, which projects would become, cooperatively 
owned by such residents and prospective residents. This would. ex- 
tend to section 213 a comparable policy to that established by Con- 
gress making FILA section 203 applicable to existing housing. Since 
existing housing can be purchased for substantially Jess than new 
construction, there are cases where cooperative purchasers could ac- 
quire housing:at lower initia] and monthly costs if the FHA financing 
were available to them under section, 213 for management-type proj- 
ects. This amendment contains adequate safeguards to protect the 
consumer interest while assuring the availability of the project for 
purchase at a negotiated price by consumer cooperatives. 

It is recognized that, while in the case of existing properties the 
mortgage should be predicated on value and not solely on, replace- 
ment cost, the value determination should take account of the fact 
that the property is purchased as a cooperative for,continued use 
and occupancy rather*than as an income-producing investment. 
Therefore, the usual technique used in the valuation. of rental prop- 
erties should be modified accordingly. 

Section 213 of the National Housing Act, as amended, is hereby amended by 
adding at the end thereof the following new subsection: 

“(k) Nothing in this Act shall be construed to prevent the insurance of a 
mortgage executed ‘by a mortgagor of the character described in paragraph (1) 


of subsection (a) of this section covering property upon which dwelling units 
and related facilities have been constructed prior to the filing of the application 
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for mortgage insurance hereunder: Provided, That the Commissioner determines 
that the consumer interest is protected and that the mortgagor will be.a con- 
sumer cooperative; Provided further, That in the case of properties.other than 
_hew construction, the limitations in this section upon the amount of the mortgage 
shall be based upon appraised value of: the property for continued use as a 
' cooperative rather than'upon the. Commissioner’s estimate of the replacement 
cost; ‘And provided further, That as to.any project on which construction was 
commenced after the date of passage of this subsection, the mortgage on such 
project shall be eligible for insurance under this section only in those cases 
‘where the construction was subject to inspection by the Commissioner and where 
there was compliance with' the provisions ‘of section 212 of this title. As to 
any project on which construction was commenced prior to the date of the 
passage of this subsection, such inspection and ‘compliance with the provisions 
of section 212 of this-title shall not be a prerequisite.” 


5. The following would aménd the section relating to the Federal 
National Mortgage Association to provide ‘authority for advance com- 
mitments for the purchase of mortgages on cooperative projects in- 
sured under section 213. This would increase by $300: million such 
commitment authority of FNMA and increase the state ceilings on 
advance commitments proportionately to reflect this increase. Fifty 

ercent of the new advance commitment authority would be reserved 

or consumer cooperatives. | 

Subsection (e), of section 305 of the National Housing Act, as. amended, is 
hereby amended (1) by striking out “$200,000,000” and inserting in lieu thereof 
*$500,000.000” ; (2) by striking out, “$20,000,000” -and inserting in liet thereof 
“$50,000,000” ; and (3) by striking out “$50,000,000” and inserting in lieu thereof 
“$200,000,000” ; (4) by striking out “$15,000,000” and insérting in lieu: thereof 
“$30,000,000”. 

6. The following would amend section 302 to give members of con- 
sumer cooperatives the full benefit intended under section .213 legis- 
lation in those high cost areas where the FNMA legislation limits the 
benefits by forcing a substantially larger schedule of down payments. 

Subsection B of section 302 of the National Housing Act, as amended, is 
hereby amended by inserting after the words “except a mortgage insured under 
section 803” the words “or a mortgage insured under section 213 where the 
mortgagor is certified by the Federal Housing Commissioner as.a consumer 
cooperative.” 

7. The following would authorize the President to use the commit- 
ment authority already granted to him by the Congress for the FNMA 
purchase of mortgages in urban renewal areas so that it applies to 
cooperative projects: insured under section 213 which are located in 
such urban renewal areas. 

Subsection (a) of section 305 of the National Housing Act, as amended, is 
hereby amended by adding the following sentence at the end thereof: “Authoriza- 
tion by the President for commitments to purchase or purchases by the Associa- 
tion.of mortgages insured by the Federal Housing Commissioner on projects in 


urban renewal areas shall include mortgages on such projects in such areas to 
be insured under section 213.” 


8.'To amend the College Housing Act to make student cooperative 
groups eligible for direct loans for the erection of dormitories and 
other housing facilities which -will be owned: cooperatively on the 
same basis that such funds are now available for loans to colleges for 
dormitories to be operated on a rental basis. 

Title IV of the Housing Act of 1950, Housing for Educational Institutions, is 
amended by amending section 404 to add section (5) : 


“(5) A nonprofit student housing cooperative corporation or other similar 
association established for the purpose of providing housing for students or 
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students and faculty of any institution included in clausé (1) of this subsection 
without regard to their membership in or affiliation’ with any social, fraternal, 
or honorary society or organization.” 

In summary then, in the. development. of cooperative housing the 
most. important single factor in recent years’ has been'the growth of 
the consumer cooperative sponsored by trade unions, teachers’ organi- 
zations, credit unions, veterans’ posts, religious bodies, and other 
cooperative organizations. 'The earmarking of FNMA advance com- 
mitment: authority for the purchase of mortgages by such consumer 
organizations last year was a great-step forward. It takes much 
longer for such a co-op to complete organization than for a builder- 
sponsored or invéstor-sponsored co-op. Assurance that funds are 
available when organization work is complete eliminates many of the 
losses and heartaches that might otherwise beset a co-op. 

I would like to pay particular tribute to-the staff of the Banking 
and Currency Committee’s Subcommittee on Housing for its. work 
last year in respéct to the consumer cooperatives. 

As consumer organizations extend their influence in this field, section 
213 comes -closer to meeting the ideal standard intended by the Con- 
gress when the cooperative housing program was established in FHA. 

From time to time the Commissioner of FHA acquires properties 
for operation or resale by FHA. This usually happens when the origi- 
nal investor defaults on the mortgage—or for some other reason owner- 
ship reverts to FHA as insurer of the mortgage. 

We urge that every effort. should be made to encourage and assist 
the acquisition and operation of ‘such properties by cooperatives 


Which accept as members tenants of such properties and others who 


intend to occupy them as dwellings. This is a direct way to establish 
and extend the principle of home ownership. In such cases the 
Commissioner sliould be encouraged to negotiate directly for sale 
on terms and conditions which the Commissioner determines to be 
their fair market value and will facilitate cooperative ownership and 
operation. 

That is possible now under the ‘act.. The Commissioner initiated 
one or two projects. We just hope Congress will give liim encourage- 
ment to move forward. 

In the recommendations made'by the administration there are 
two proposals which we feel would be particularly unwise. In a 
period when interest rates in general are falling, and: when, for the 
first time in several years, housing mortgages have sold at a premium, 
there is no justification for raising the: interest rate ceiling on co- 
operative mortgages or removing the requirement that the Federal 
National Mortgage Association should purchase mortgages on special 
assistance housing at par. The fees and interest rates charged by 
FNMA are adequate to repay the Government. for both the cost of 
money and administration. 

In conclusion, we would like to make some general recommendations. 

First, we are happy to report that the FHA has moved forward 
on a recommendation made to it by the Cooperative: Advisory Com- 
mittee on FHA, a little more than‘a year‘ago. Technical work has 
been completed, we believe, on establishing a mutual cooperative 
insurance fund in FHA. This would parallel the fund already 
established for section 203 mortgages.. Such a fund would make it 
possible to pass onto the consumer the economies, which are’ made 
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possible through cooperative: ownership and operation of housing 
developments. This technique would also make it possible for FH! 
to continue its current schedule of insurance premiums but reduce 
the effective rate by refunds to the cooperators as the savings are 
earned. This procedure i is already used in the mortgage fund cover- 
ing single family homes in the overall FHA program. 

Ve feel that when such a fund is set uP, the debentures issued | 
should cover all types of FHA housing to give the investor the 
greatest possible protection through interchangeable debentures. 
In order to expedite the establishment of such a fund, this com- 
mittee may wish to consult with FHA on the, current status of the 
project so that action can be completed on the proposal as soon as 
possible. 

Ever since 1949, Congress has had before it in one form or another 

a proposal for a comprehensive middle-income housitig program. An 
essential feature of such a program would be the establishment of 
a cooperative housing administration within the Housing and Home 
Finance Agency, and the establishment of a mortgage corporation 
for housing cooperatives. These. proposals were “involved in the 
Sparkman bill of 1950, in the Lehman bill 3 in 1955, and in the Clark 
and Multer bills in 1957. 
_ If an all-out effort is to be made to really solve the problem. of 
middle-income housing, serious attention should be paid to the 
opportunities which, would be, opened ‘by the enactment of such 
legislation. 

Once again, the cooperative league wishes to express its appreci- 
ation for the opportunity to be heard. 

Senator Crark. Thank you very much, Mr. Campbell, for your 
very clear and helpful testimony. 

Mr, Campset. .Thank you 

Senator Crark.. The committee will be in. recess until 10 o’clock 
tomorrow morning. 

(Whereupon, at 4 p. m., the subcommittee recessed until 10 a, m. 
the following day, Tuesday, May 20, 1958.) 
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TUESDAY, MAY 20, 1958 


Untirep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SuBcoMMITTEE ON Hovustne, 
Washington, D.C. 

‘Fhe subcommittee met, pursuant to recess, at 10:05 a. m., in room'301, 
Senate Office “Building, Beatae John Sparkman, chairman of the 
subcommittee, presiding. 

Present : Senators Sparkman, Capehart, and Payne. 

Also present : Senators Bible and Javits. 

Senator Sparkman. Let the subcommittee come to order, please. 

Our first witness is our colleague, the Senator from Nevada, Honor- 


‘ able Alan Bible. 


Senator Bible, we are glad to have*you'with us. You just proceed 
in your own way. me 


STATEMENT OF ALAN BIBLE, A UNITED STATES SENATOR FROM 
THE STATE OF NEVADA 


Senator Biste. Thank you very much, Mr. Chairman. 

First, I want to express my appreciation for the opportunity of 
aye before this subcommittee. 

would, at the outset, like to congratulate this subcommittee for 
what I believe may turn out to be one of the outstanding accomplish- 
ments of the session—the 1958 Emergency Housing Act. 

The legislation appears to be doing an excellent job in stimulating 
aren construction throughout the length and breadth of the 
and 

I have before you this morning two bills, first S. 2.9992 and the 
second S. 3717. They deal with problems related to the urban 
renewal program. 

Before dealing with them specifically, I should like to make one 
or two general observations about urban renewal... I believe this 
program to clear our American. cities of slums and blight is one of 


_ the most productive and promising programs that we have. Although 


it was slow getting started, it is now beginning to achieve the results 
hoped for when the Congress initiated it in 1949. 

long-term program with ample financing would be one of the 
best investments we could make in the Nation’s future. Itis a program 


_ that is needed by virtually all urban communities in all sections of 


the country. 


Although the program was originally regarded as an aid to big 
cities, small and medium-sized cities are equally in need of assistance, 
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and it is very gr atify ing to see that at this time about one-half of all 
cities participating in t Wn the program have less than 35,000 population. 

It‘is in this area of smaller communities that I believe the program 
has the greatest potential for development. 

In my own State and other States of the West, most of the cities are 
small, and I believe every effort should be made to encourage them 
to participate in the urban renewal program. 

The first of the bills, S. 2992, was introduced to correct an inequity, 
Last year, you recall, the urban Renewal Administration ran short 
of authorization and had to resort to rationing. The result was that 
many localities, after spending considerable time and effort in pre- 
paring applications,. were turned down or their applications were 
deferred. This worked a real hardship in many communities. 

Let me give you an eld of ‘exactly what happened in the city 
of Reno. Reno originally filed an application with the regional office 
of the Urban Renewal Administration on March 15, 1957. . Because 
of minor technicalities,.this application was returned. ‘The corrected 
application was filed on July 16, 1957. The allocation order by the 
Urban Renewal Administration 1 in Washington was finally signed on 
, August 22. 

As part of the redevelopment, a school was to be built to serve the 
urban renewal area, and the city expected to count the cost of the school 
as a noncash grant-in-aid making up its share of the urban renewal 
costs. Because of the short:constriction season in Reno, it was’ abso- 
lutely essential that.the foundation for the construction ‘of the school 
be started in the summer months, 

The school was badly needed: .The loc: al city officials had no choice 

but to proceed with laying the foundation regardless of the aecéptarice 
of the urban renewal application. Ground was broken. on July 13th, 
which was a date prior to the time the application ‘was approved by the 
* Urban. Renewal Administration. 

The admihistrative rule is that a nonéash grant-in-aid is not ‘allowed 
if the construction .of the facility—in this case the school—was 'com- 
menced before an application. received Federal recognition: but Fed- 
eral recognition cannot be'given if the funds are not available. 

Mr. Chairman, the city acted in good faith. It had a clear uhder- 
standing with the Federal officials at the local and regional level about 
the necessity of starting. the school during the summer months. Thé 
city should not be penalized because of a technical error in the appli- 

L009 and because the Urban’ Renewal Administration was short of 
unds 

The Urban Renewal Administration officials agreed with me but 
felt they had no choice but to deny the city’s request because of this 
technicality in the law. 

I understand now that the Administration has no objection to this 
bill. Asa matter of fact, I have been furnished with a copy of their 
official report on it where they strongly urge the passage of this par- 
ticular legislation. 

I am also informed that the Administration will submit suggestions 
to perfect the language of the bill. There is one change in date 
from June 30, 1958, to December 31, 1958, which has been suggested 
by the junior Senator from California, Senator Kuchel, to accommo- 
date a situation very similar to that which we have in Nevada involv- 
ing one of his smaller communities in California. 





HOUSING ACT OF 1958 091 


I understand that the Administration officials have submitted per- 


fecting language of the bill to which I have just. addressed myself, 


S. 2992. 

Now, I liave also introduced for the consideration of tthe Congress 
S. 3717, on behalf of myself and the junior Senator from California, 
Senator Kuchel. This bill would make the current urban’ planning» 

am available to nonincorporated communities. 

Bee tion 701 of the Housing Act. of 1954 was written to provide 
urban planning assistance to citiés and other municipalities having 
populations ‘of less than 25,000. The Administration has termed 
the word “municipality” as: meaning an incorporated. city. Conse- 


quently, some cities of less ‘than 25,000 which are not incorporated 


have been denied the use of the program. 

It seems to me.that this is an unfair interpretation of the intent 
of the Congress when the. bill was passed. The purpose was to.pro- 
vide assistance to small communities, undergoing ‘expansion and: re- 


quiring planning studies to help. them with their. problems.. 


‘As you well know, the money is granted on a°50-50 matching basis 


‘to State planning agencies which. conduct surveys, make land-use 


studies, and perform other technical services or planning work ‘for 
these smaller communities. 

There are thousands of these communities in the Nation which are «' 
not now eligiblé under the act: but which have jyst as serious a prob- 
lem as the incorporated places now ‘covered by the act. 

This bill eoald d perniit the benefits of the program to any group 
of adjacent small comniunities, even though they are unincorporated, 
which, have a common. or related renewal program resulting from 
rapid urbanization. 

or’ that. reason, ‘I likewise urge’ the fav orable consideration of - 
the second bill, S. 3717. i 

Senator Sparkman. Seriator Bible, ‘there: seems to’ be, no’ teport 
from the FHA on that bill in our files: Do'you know their attitude? 

Senator Brite. Mr. Chairman, I do not know the attitude of, the 
Administration on that, particular bill.. I have been given to un- 
derstand that they did not object to the second bill on which I have 
testified. I have not seen ‘their official report, Mr. Chairman. 

Senator Sparkman. As I understand, that bill would make it 
possible for'smaller and medium+:sized towns to group together, in 
a kind of regional 

Senator Brete. That is correct. The bill was primarily prompted 
by a sittiation which we have at Lake Tahoe, Nev., where there are ' 
a great number of smaller communities which are badly 1 in need ‘of 
some type of concerted planning action. There has been created 
a private foundation, the Fleischmann Foundation, for the very 
purpose of looking toward the development and the proper planning, 
of this Lake Tahoe area. It is an area that varies in’ population 
somewhere between a wintertime low of 10,000 to 12,000 and a sum- 
mertime high of some 100,000. It has many planning and sanitation 
problems. 

The lake is situated partly in the State of Nevada, partly in the 
State of California. It was because of the many problems that; arose - 
in the smaller communities lying in the two. States and adjoining 
each other—problems that they had on a joint basis—that Senator 
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Kuchel and I concluded they were likewise entitled to this type of 
planning and survey. 

Senator SparKMAN. You might be interested to read the testimony 
given to us yesterday by the representative of the American Institute 
of Planning. His testimony included regional ee not restrict- 
ed to the smaller places, but he brought out the point that a good 
many places of good size have common problems or perhaps extend 
across State lines or county lines and need to have some kind of 
regional planning provision. | ; 

enator Brete. I might add in that very connection one of the 
roblems which we are working on at this session of the Congress— 
happen to be the chairman of the Washington metropolitan area 
problem—is one that. I would hazard a guess probably fits in. this 
latter category, because there we are trying some type of planning 
for not only the District of Columbia but the surrounding counties of 
Montgomery and Prince Georges in Maryland, as well as the southern 
counties in Virginia, as a regional, planning program. And this, 
on a smaller scale, would fit into that same general category. 

Senator SparKMAN. Just as a matter of interest. The western | 
cities and towns aré relatively new. What kind of blight would we 
find there?’ ‘Is it a question of blight, dr it is planning and new 
development ?' : 

Senator Brete. Well, it is a little of each. I might say, Mr. ‘Chair- 
man, in the ¢ity of Reno, which is a, city that goes back just about 
a hundred years in our history, we dé have a question of, slum clear- 
ance and blight. In some of the newer cities very obviously we do 
not have the slum problem. We do have:the problém of future 
planning and design: 

Senator SpArkman: Senator Capehart ? 

Senator Caprnart.’ No, I think your suggestion makes a lot of 
sense. ; 

Senator Breve..Thank ‘you. Thank. you, Mr. Chairman. 

Senator Carenart.' I think the committee ought to give real con- 
sideration to it. 

Senator Brste. Thank you very much. 

Senator SParKman. Thank you very much. . 

Next is Mr. Silas F. Albert, Grand Rapids, Mich., and Mr. Wal- 
ter J. Gill of Newark, N. J., representing the National, Association 
of Real Estate Boards. 

Will you gentlemen come around? Will you introduce your asso-, 
ciates, Mr. Albert ? 


STATEMENTS OF SILAS F. ALBERT, GRAND RAPIDS, MICH. ; WALTER 
J. GILL, NEWARK, N. J.; AND JOHN C. WILLIAMSON, DIRECTOR, 
DIVISION OF GOVERNMENTAL AFFAIRS, NATIONAL ASSOCIA- 
TION OF REAL ESTATE BOARDS 


Mr. Argert, Mr. Chairman, members of the committee, first of all 
I want to thank you for the opportunity of appearing before you and 
apres my views. 
am accompanied by Mr. John C. Williamson, counsel for our 
association, and Mr. Walter Gill of Newark, N. J., who will talk on 
phases of the program that we-are interested in. 
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My name is Sileg F. Albert of Grand. Rapids, Mich., where I 
have been engaged in the real estate brokerage, mortgage’ benking, 
and homebuilding industries for over 35 years. . I appear before = 
‘on behalf of the: National Association of Real Estate Boards, a 
eration of 1,280 local real estate-boards with a membership of 6 61,882 
realtors in every State of the Union. 

In order to save time, I shall read portions of my statement, and 
other portions will be filed with you. 

Senator Sparkman. All right. 

Mr. Arserr. Mr. Gill, as I said before, will cover seuldiot of the 
statement to be made in behalf of our association. 

We endorse section 101 of S. 3399, increasing the. maximum mort- 
gage amount under section 203 (b) (2) to $30, 000 for 1-, 2-, and 3- 
family residences instead.of the present $20, 000 for 1- and. 2- and 
_ $27,500 for 3-family residences. 

We believe that the change is necessary, to give the FHA Paeed 
‘thé broad basis which its original-architects envisioned. creased 
average costs of about,34 percent from April 1950 to April 1958 under-. 
‘score the need. for discarding the $20,000 maximum whith has been 
in the law since 1950. 

We also endorse the extension‘ of this proposed, limit to section 220 
oles housing as provided i in sectidn 108 of the bill. 

Section 102 of S. 3399, proposes” a ‘change in the law which we 
believe will make the FHA trade-in prograin work. . 

The bill would permit the builder or broker to obtain the same 
mortgage msurance as a qualified occupant with a proviso that he 
place ‘in escrow 15 percent of the mortgage proceeds: for retluction of 
the mortgage if during the 18 months after the mortgage is insured 
the builder ‘or broker has not conveyed the property toa purchaser 
who is acceptable to the FHA,and who.agrees to assume the mortgage 
indebtedness. . - é ’ 
The honiebuilding industry. can make its maximum’ contribution 
to the economy only i in an environment that facilitates the continual 
upgrading of-housing by the American homeowner. 

Probably 50 percent of the purchasers of new homes must sell an 
existing house 1m order to purchase a new one. Also, a substantial 
percentage of those purchasing these used homes must sell other used 
homes because we estimate that there are probably 3 transactions in- 
volving an existing house for every 1 involving a,new home. - 

I emphasize this because it has a bearing on a recommendation 
which we will make subsequently in'this testimony «in, regard to the 
secondary market operations of the F ederal National Mortgage 
Association. 

Our organization has not made any epacitic studies on it, but based 
upon my own: personal experience as a builder and ag a real estate 
broker I actually believe that more than 3. used homes are inyolved i m, 
sales to every new house which is sold. 

Wé endorse section 106 of S..3399 which would provide F HA with 
ample general mortgage insurance authorization dver the next 5 fiscal 
years, thereby avoiding the perennial speculation as to whether FHA 
will be in business while the Congress is not in session, Surely, the 
FHA mortgage insurance program in the 24 years of its existence 
has.earned a more secure niche in the country’s housing statutes than 
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to be the unhappy object of speculation:each year as to its continued 
existence. | 

We support the proposed changes in. the section 221 relocation pro- 
gram set forth in section 109 of the bill. However, we note that it is 

roposed to change the dollar limit on section 221 from $10,000 to 
$12,000 per family: unit in high-cost areas, but to leave the present 
$9,000 limit in normal cost areas. 

We recommend that the $9,000 limit be increased to $10,000 to 
permit wider use of this very important program. Weemphasize that 
this is a maximum only, and the FHA in programing section 221 will 
be governed in, fixing the maximum by the incomes of those families 
which are displaced. 

The most disturbing aspect—— 

Senator Sparkman. Mr. Albert, Senator Capehart wishes to make 
a statement. | | 

Senator Capenart. Mr. Chairman, I must go to foreign relations’ in 
connection with this Latin American study that is being made. But 
I want to say'that I have read the statements of the three witnesses 
this morning. I am very, very much interested in them. I am in- 
terested in the statement. by the real’ estate boards, and also the state- 
ment ‘of the Home Manufacturers Association, and, likewise, the 
statement of the general counsel for the Wherry Housing Association. 

I will try to get: back here if I can before the meeting recesses, but 
I want you to know that I am very much interested in your statements. 

Mr.. Atpert. Thank you. ; 

Senator SparKMAN. Go ahead. 

Mr.’ Apert, The most disturbing aspect’ of FNMA’s secondary 
market operations is the minor role that it plays in the existing house 
market. 

The legislative history of the FNMA Charter Act, the language 
itself, the role of private money in FNMA capitalization and financing, 
all attest: to its basic purpose of providing a secondary market for 
FHA-insured and. VA-guaranteed mortgages. Yet a study of the 
monthly analyses of mortgages purchased by FNMA reveals that 
only about 10 percent of the mortgages purchased are on properties 
5 years old or over. 

If this 10 percent reflected the low percentage of FHA and VA 
mortgages offered for sale to FNMA, we would have no reason to 
believe that the Agency was pursuing a discriminatory policy against 
the mortgage on a used home. Yet our experience does indicate that 
such ‘a discriminatory policy exists, and it cannot be refuted by 
pointing to the relatively low percentage of declinations by FNMA 
of mortgages on existing homes offered for sale under its secondary 
market operations. 

This low. percentage..of mortgages on used homes purchased by 
FNMA is in sharp contrast to FHA’s mortgage insurance activity 
on used homes. -An’ analysis conducted: in 1956 by. FHA’s Research 
and Statistics Division revealed that with respect to mortgages in- 
sured during that year 53.6 percent, were on homes constructed since 
1950 and 46.4 percent were on homes constructed prior to that year. 

Because of lenders’,concern over FNMA’s selectivity, many lower- 
priced used homes which would ordinarily be acceptable to FHA are 
directed into the higher interest rate conventional. market and more 
often than not with second mortgages. 





HOUSING ACT’ OF 1958 


We believe that a simple amendment should méet the objective. 
which we seek. ‘This would be to permit FNMA to issue a standby 
commitment on an existing home—as it does now on. new, construc- , 
tion—at a price reasonably below the market sufficient to insure 
against excessive use of F'N MA’ s facilities for this purpose, ‘Thus, a 
lender, by paying a 1 percent commitment fee, would at least, obtain 
the prior assurance that the home would be acceptable to FNMA in. 
the event the lender desires to offer the mortgage at some a 
date to FNMA’s secondary market operation. 

I believe the immediately foregoing part of my statement is ex- 
tremely important, and I think it isa matter which is ver y little under- 
stood by members here in Congress. Actually, if you are out in 
the field, as I am, you would know that almost every case, involving 
a prospective purchase of a new home involves a prior sale of an 
existing . home. 

Now, assistance has been attempted from the top to bolster: up the 

economy. We talk about building more and more new homes, for- 
getting that. the market for thosé new homes must of necessity come 
rom people who are already fairly well housed. And I: am sure 
that if we could find some means of making more money. available 
to finance the sale of the existing home, there would be much ‘less 
necessity for Government assistance in financing from. the top the: 
construction of a new home. 

We strongly urge that section 304 (a) of the FNMA Chaitiie Act 
be amended to delete the language which now limits the standby ; 
commitment to new construction. In our considered opinion, such 
an amendment would permit greater participation in FNMA’s ‘sec- 


ondary market operation of the used home which represents the, 
greatest source of housing to the home-buying public, 

It would facilitate the sale and purchase by lower-income Famities 
of low-priced existing homes and would reduce the use of expensive 
second mortgage financing by families who are least able to ‘afford ‘it. 

We also recommend the ‘Tepeal. of the pee $15,000 maximum limit 


on mortgages eligible for purchase under FNMA’s secondary market 
operations. These:secondary market operations as distinguished from * 
special assistance functions are conducted in decordance with sound 
busines& principles completely void of any. Federal subsidy. We, 
therefore, fail’ to note any justification for directing its activity to a 
limited sector of the FHA or VA market.” It is our opinion: that: so» 
long as there is authority for the FHA:and VA to insure or guarantee : 
a mortgage in excess of $15,00 there is no logical basis for limiting: 
FNMA. operations to mortgages of this amount or less. 

We also propose two additional amendments to the FNMA Charter 
Act, both of which relate to the composition of FNMA’s board of direc- 
tors. We reconimend that the Commissioner of FHA and the Ad-» 
ministrator, of Veterans’ Affairs, or their designees, sérye on the 
board. Also, in recognition of the more than $35 million in common 
stock purchased by private users of FNMA and the continuing increase 
in the role of private capital, we'recommeénd that the Admjnistrator 
of the Housing and Home Finance Agency-be authorized. to appoint 
one director from among the common-stock holders of. the association, 
Such an amendment should. contain appropriate language ‘restri¢tine 
the services of this director to the secondary market operations of. 
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FNMA. This amendment would require an increase in the board 
to 7 members. 

Our association ieee’ section 202 of S. 3399 which would. repeal 
the requirement that FNMA under its special assistance operations 
purchase all mortgages at par. 

I want to make it clear that our opposition to the par purchase re- 
quirement is not to be construed as opposition to the purchase of any 
special assistance mortgages at par. However, we do oppose a re- 
quirement for support at par, or at any stated price, of all of the nine 
classes of mortgages which today are eligible for special assistance. 

A review of the different mortgages eligible for par support with 
Treasury money underscores the unreasonableness of the requirement. 
These mortgages run the gamut from FHA’s 203’s, which are highly 
acceptable to the private market, to section 221 mortgages whose mar- 
ketability has yet to be established. Between these two we have the 
military 414 percent ‘loan which: is as acceptable as a Government 
bond, and the section 213 mortgage which was being financed by pri- 
vate sources in substantial amounts until FNMA moved into the pic- 
ture with par Treasury money. 

To require that all these mortgages. be purchased ‘at the same price 
presupposes that all these mortgages have the same degree of accepta- 

ility,or unacceptability in the market. This, of course, is not the 
case. * 
We believe that FNMA, should’establish the prices at which these 
mortgages should be purchased in the light of the intent of the Con- 
gress that these programs accomplish their objectives. 

We endorse, Mr. Chairman, with amendments, the matter of in- 


surance of conventional loans.. Rather than take the time to read it, 
it is in the prepared statement... That is, the'amendments are-in the’ 


prepared statement. 
Senator Sparkman. The statement will be printed in full in the 
record. 


Mr, Ausert. Fine.’ I believe that concludes the statement that I 


wish to make, and with your permission I will yield to Mr. Gill. 
(The prepared statement of Mr. Albert follows :) 


STATEMENT oF SILas Ff. ALBERT, GRAND Rams, MICHIGAN, NATIONAL ASSOCIATION 
* .-OF REAL’ Estate, Boarps 


Mr. Chairman and sadeabiads of: the subcommittee, my name is Silas F. Albert 
of Grand Rapids, Mich.; where I have been engaged in the real ‘estate brokerage, 
mortgage banking, and home building, industries for d6ver 35 years. I appear 
before you on behalf of ‘the national association of real estate boards, a federa- 
tion of 1,280 local real’ estate boards Ww ith a. membership of 61,882 realtors in 
every State of the Union. 

I shall confine my testimony, to certain provisions of legislation pending. be- 
fore this subcommittee relating to sales.housing and shall propose certaity amend- 
ments, relating to the Federal National Mortgage Association which we believe 
are most important not only to our: industry but to the economy in general. 

Because rental housing looms as one of our major housing problems, our as- 
sociation has requested ‘that Mr. Walter J. Gill. of Newark, N. J., who is with 
me today, .be afforded an opportunity to discuss rental housing and to propose 
certain amendments on behalf of oir association. 


FEDERAL HOUSING ADMINISTRATION 


' We endorse section 101 of S. 3399 increasing the maximum mortgage amount 
under section 203. (b/ (2) to $30,000 for 1-, 2-, and 3-family residences instead of 
the eae $20,000 for 1-:and'2- and: '$27, 500 for 3- family residences. We be- 
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lieve that the change is necedeaty to give the FHA program the, broad basis 
which its original architects envisioned. Increased average costs of about 34 
percent from April 1950 to April 1958 underscore the need for discarding the’ 
$20,000 maximum which has been in the law since 1950. ‘We also endorse the 
extension of this proposed limit to section 220 sales housing as provided in 
section 108 of. the bill. -» , 

Section 102 of S. 3399. proposes a change in the law which we believe will make 
the FHA trade-in program work. The present trade-in provision limiting the 
builder or broker to 85 percent of the insurance to which a qualified mortgagor- 
occupant would be entitled means that the home must be refinanced in order’. 
that the purchaser may obtain the more liberal ratio of loan to yalie. This 
involves double closing costs which have proved a substantial deterrent to the 
use of the program. 

The bill would permit the builder or broker to obtain the same mortgage in- 
surance as a qualified occupant with a proviso that he place in escrow 15 percent 
of the mortgage proceeds for reduction of the mortgage if during the 18 months 
after the mortgage is insured the builder or broker has not Gonveyed the property 
to a purchaser who is ace tae to the FHA and who agrees to assume the 
mortgage indebtedness. 

The home building industry can make its maximum: contribiition to tie 
economy only in an environment that facilitates the continual upgrading of 
housing: by the American hOmeowner., We estimate that approximately 50 per- 
cent of the purchasers of new, homes must sell an existing house in order to." 
purchase a new one. Also a substantial percentage of those purchasing these 
used homes must sell other used homes because we estimate that there are three 
transactions involving an existing house for every one involving a new home.. 
I emphasize this because it has a bearing on a recommendation w hich we will — 

make subsequently in this.testimony in regard to the secondary market opera- « 
tions of the Federal National Mortgage Association. , 

We endorse section; 106 of S. 3399 which would provide FHA with ample gen- 
eral mortgage insurance authorization over the next 5 ‘fiscal years, thereby 


‘ avoiding the perennial speculation as to whether FHA will bein business, while , 


the Congress is not in session. Surely, the FHA mortgage insuratce program 
in the 24 years of, its existence has earned a more secure niche in the country’s 
housing statutes than to be the unhappy object of spec ulation each year as to its 
continued existence. 

We support the proposed changes in the section 221 relocation: program -set 
forth in section 109 of the bill. However, we note that it is proposed to change 
the dollar limit on section’ 221 from $10,000 to $12,000 per family unit in high. 
cost areas, but to leave the present $9,000 limit in normal- cost areas. 

We recommend that the $9,000 limit be increased to $10,000 to permit wider 
use of this very important program. We emphasize that this is a maximum only, . 
and the FHA in programing section 221 will be governed. in fixing the maximum 


by the incomes of those families w hic hare displac ed. 


‘FEDERAL NATIONAL M ORTGAGE, ASSOCIATION ' - 


Secondary. market operations 


The most disturbing aspect of FNMA’s secondary market operations. is the 
minor role that it plays in the existing house market. 

The legislative history of the; FNMA Charter Act, the language itself, the 
role of. private money in FNMA capitalization and finanei ing, all at'tests to its 
basic purpose of providing a secondary market for FHA- insured and VA- -guaran- 
teed mortgages. Yet a, study of the monthly analyses, of mortgages purchased 
by FNMA reveals that only about 10 percent of the: “mortgages purchased are 
on properties 5 years old or over. 

If this 10 percent reflected the low percentage of FHA and VA mortgages 
offered for sale to FNMA, we would have no reason to believe that the agency 
was pursuing a .discriminatory policy against the mortgage ona used home. 
Yet our experience does indicate that such a discriminatory policy exists, and it 
cannot be. refuted by pointing to the relatively .low, percentage of declinations 
by FNMA of mortgages on existing homes offered for sale under ‘its ‘Secondary 
market operations. 

This low percentage of mortgages on used homes, purchased. by FNMA is in 
sharp contrast to FHA’s mortgage insurance activity on used homes. An analysis 
conducted in 1956 by FHA’s Research and Statisti¢s Division revealed that with 
respect to mortgages insured during that year 53.6 percent were on"homes con- 
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structed’ since 1950 and 46.4 scent were on homes constructed prior to that 
year. 

,Because of lenders’ concern over FNMA’s selectivity, many lower-priced used 
homes which would ordinarily be acceptable to FHA are directed into the higher 
interest rate conventional market and more often than not with second 
mortgages. 

We believe that a simple amendment would meet the objective which we 
‘seek.- This would be to permit FNMA to issue a standby commitment on an 
existing home (as it does now on new construction ) at a price reasonably below 
the market sufficient to insure against excessive use of FNMA’s facilities for 
this purpose. Thus a lender, by paying a 1 percent commitment fee, would at 
least obtain.the prior assurance that the home would be acceptable to FNMA 
in the event the lender desires to offer the mortgage at some subsequent date to 
FNMA’s. secondary market operation. 

We therefore-strongly urge that section 304 (a) of the FNMA Charter Act be 
amended. to delete the language which now limits the standby commitment 
to new construction. In our considered opinion such an amendment would 
permit ‘greater participation , in FNMA’s secondary market operation of the 
used home which ' represents the greatest source of housing to the home buying 
public. 

It would facilitate the sale and purchase by lower-income families of low- 
priced existing homes: and would teduce the use of expensive secohd mortgage 
financing by families who are least able to afford it. 

We also recommend the repeal of the present $15,000 maximum limit on 
mortgages eligible for purchase under FNMA’s secondary market operations. 
These secondary market operations aS distinguished from special assistance 
functions are conducted in accordance with sound. business principles completely 
void ‘of, any Federal subsidy. We therefore fail to note any justification for 
directing its activity to.a limited sector of the FHA or VA, market. It is our 
opinion that so long as. there: is authority for the FHA and VA to insure or 
guarantee a mortgage in excess of $15,000 there is no logical basis for limiting 
FNMA pperations to mortgages of this amount or less. 

We also propose two additional amendments to the FNMA Charter Act both of 
which relate to the composition of FNMA’s board of directors. We recommend 
that the Commissioner of FHA and the Administrator of Veterans’ Affairs, or 
their designees, serve on the board. . Also, .in recognition of the more than $35 
million,in common stock purchased by. private users of FNMA and the continuing 
increase in the role of private capital, we recommend that the Administrator of 
the Housing and Home Finance Agency be authorized. to appoint one director from 
among the common stock holders of. the association. Such an amendment should 
contain appropriate language restricting the services of this director to the 
secondary market operations of FNMA. This amendment would require an 
increase in the board to seven members. 


Special assistance operations 


Our association endorses section 202 of S. 3399 which would repeal the require- 
ment that FNMA under its, special assistance operations purchase all mortgages 
at par. 

I want to make it clear that our opposition to the par purchase requirement is 
not to be construed as opposition to the purchase of any special assistance mort- 
gages at par. However, we do oppose a requirement for support at par, or at 
any stated price, of all of the nine classes of mortgages which today are eligible 
for special assistance. 

A review.of the different mortgages eligible for par support with Treasury- 
money’, underscores ‘the unreasonableness of the requirement. These mortgages 
run the gamut from FHA 203’s which are highly acceptable to the,private market 
to section 221 mortgages whose marketability has yet to be established. Between 
these two we have the: military 414- -percent loan which is as acceptable as a 
Government bond, and the sectioh 213 mortgage which was being financed by 
private sources in substantial amounts until FNMA moved into. the picture with 
par Treasury money. 

To require that all these mortgages be purchased at the same ‘price presupposes 
that all these mortgages have the same degree of ac ceptability. or unacceptability 
inthe market. This of course is not the case. 

We believe that) FNMA should establish the: prices at which these mortgages 
should be purchased in the light of the intent of the Congress that these programs 
accomplish their objectives. 
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INSURANCE OF CONVENTION AL LOANS 


Our association has had. tinder study the bill, S. 2791, introduced by the chair- 


_ man, which, sets forth a plan for the coinsurance of the top or risk portion of 


a conventional loan. This plan was initially os by the United States 
Savings & Loan League. 

The National Association of Real Estate Boards endorses the plan as set forth 
in the bill, subject to three amendments which we will’ state ow. Our ass6- 
ciation views the plan as one calculated to widen home ownership opportunities, 
particularly in areas served by portfolio lenders who up to now, at least, have 
not participated to any appreciable degree in the FHA program. ' To. the extent . 
that the plan would permit lower downpayment financing by portfolio lenders— 
and we believe that it will—the bill deserves the sympathetic consideration of 
all groups interested in widening home ownership eer 

The three amendments we propose are as follows : é ’ 

(1) The maxiinum loan amount should bé:increased from. the $20, 000 peories 
in the bill-to $30,000 as recommended for FHA in the bill S..3399. 

(2) The percentage of insurance should be increased from the top 20 percent 
provided in the bill to the top 30 percent. Insuring 90 percent of the top’ 20 
percent of a: mortgage under the bill would involve about a 74 percent exposure 
which, is too high for ‘many lending institutions and would preclude their par- 
ticipation in the plan unless State laws aré changed. | However, insuring 90 
percent of the top 30 percent of the loan reduces the exposure to about 65 percent 
which would permit participation by State chartered lending institutions iimpited 
by law to 66% percent loans. ‘ 

(3) Probably the most important amendment. is that relating to the, partic. 
ipation of lenders other than members of the Federal Hbme Loan Bank System. 
We are not oblivious to the controversy which has centered, around the point 
among the various segments of the home finance industry. We offer this as ‘a 
possible solution. 

Authorize the original ,capitalization of ,$50 million, or sonie lesser , figure 
determine by the Congress, to be subse ribed by the 11 district Federal Honie Loan 
banks whose stock is owned’ by' member savings and loan associations. This 
initial ‘capitalization will be represented by preferred stock with cumulative 
dividends on stock held by the district home loah banks, and such stock‘ would 
be retired as the common stock increases beyond a certain predetermined level. 
The users of the proposed Home Loan Guarantee plan, whether they be mémbers 
of the Federal Home Loan Bank System or other supervised lenders or’ non- 
supervised lenders, would participate in the capitalization on‘ an equal basis; 
that is, they would subscribe to the capital common stock in an amount equal 
to a certain percentage—perhaps: 44 of 1 percent to 1 percent—of the loan to be 
insured. Such stock purchase requirement could be reduced when the $50 million 
in preferred stock is retired. 

We believe that this would be more equitable’ than to require, as the bill pro- 
vides, other mortgage lending institutions to subscribe to the corhmon. stock in 
an amount equivalent to 4% of 1 percent of the loans owned and serviced. 


Senator SPARKM. AN, All right, Mr. Gill. Weare glad to hear from 
you, sir. eo 

Mr. Gr. Thank you, Mr. Chairman. 

Senator Sparkman. Again I will say that all of your statement will 
be printed in the record. You give itas yousee fit. 

Mr. Gi. My name is Walter J. Gill, of Newark, N. J., and Iam 


. engaged in the real estate and mortgage banking field as. executive 


vice president of the Alexander Summer Mortgage Co:, an approved 
mortgages insured by the ‘Federal Housing, Administration‘ under 


_than 24 years of varied real estate'éxperience. I shall testify on behalf | 


of the National Association of Real Estate Boards i in regard to rental 
10IsiNg. 

During -the past. 10 years, ‘Alemehder’ ‘Summer Mortgage Co. has 
arranged the financing of 83 multifamily housing projects comprising 
11,421 dwelling units and ne an aggregate of $82,578,900 in 
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mortgages insured by the Federal Housing Administration under 
various sections of the Act. 

The construction of an adequate yolume of rental housing in the 
moderate rent levels, particularly in the lar ‘ge urban areas, has: become 
one of the major aaiiesan confronting the industry as well as the * 
expanding American population. 

Along with my colleague, Mr. Albert, I feel that our statement per- 
haps is intruding upon your time, so with your permission, since it is 
on the record, we will turn to page 10. 

Senator SPARKMAN, All right, sir. 

Mr. Gitu. I am attaching ' as part of.this statement, as schedule B, 
a breakdown of the record of FHA multi- family project applications 
from January 1, 1947, through March 31, 1958. While I have included 
all the programs, some ‘such as the military housing program are too 
specialized | in their purpose to lend themselves to the an: alysis we make 
here. Others have expired. And one, the section 213 (sales type) 
cooperative, is essentially a home ownership program. 

Note the great contribution made by the section 608 program— 
548,463 applications until the program was terminated in-1950. Note 
also the decline in the section 207 and.213 (management) projects after 
1950. I am adding parenthetically, since it was an oversight at the 
time I prepared the statement, the year 1950 was the best year for both 
207 and 213 management. And then the sharp decline, of, course, 
which began in 1954. 

Thus, we must conclude that the FHA multifamily programs until 
1954 made a tremendous contribution to the provision of rental hous- 
ing.’ The year 1954, of course, brings to mind the investigation con- 
ducted -by this committee in irregularities in the operation of the 
‘section 608 program. 

However, almost 4 vears have passed since the Congress in the 
Housing Act of 1954 moved to prevent the recurrence of the irregu- 
larities which the expired section 608 program produced. 

We respectfully suggest that a critical analysis of the preventive 
measures then taken might reveal that the medicine came close to kill- 
ing ‘the patient. The section 207 rental housing program became the 
victim of the reaction against section 608, a program which had ex- 
pired long before the disclosures were made. 

Section | 207 ‘was, and is, an entirely different ty pe of vehicle and not 
susceptible tothe practices exposed by the 1954 investigation. 

In our opinion, the greatest single factor contr ibuting | to the. decline 
in applications for rental housing since 1954 was the unnec essarily 
tight antimortgaging out provision which the Congress. wrote into 
law that year. This provision required the mortgagor to remit. for 
reduction of the mortgage any excess of the mortgage over the ap- 
proved percentage of the actual certified costs. Thus, in attempting 
to prevent windfalls the Congress went a step further and created an 
inequity. Asa result, a less efficient builder may obtain a higher 
mortgage than a more efficient builder. 

Let me give you an example. Let us assume that an experienced 
builder and a nonbuilder both acquire contiguous parcels of land, iden- 
tical in size. They have an architect design identical buildings for 
each, following which both file with FHA for mortgage insurance 
under section 207. FIA, having found values of $1 million on each, 
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issues commitments to insure mortgages on the maximum allowable 
amounts of $900,000 each. 

Following completion of the construction, Mr, Experienced Builder 
files the required cost certification. Because of his ingenuity and: 
know-how, he is able to show that the entire costs were only $900,000. - 
_ At this point FHA would be forced to reduce his mortgage to $810, 000 

because section 227 provides that no mortgage may be in excess of such 
. approved percentage of actual cost. 

. Nonbuilder, on the other-hand, who had used ¢ a building con- 
tractor to erect his project, was pr obably able to certify his actual cost 
at $1 million, as estimated by FHA. Therefore, his mortgage remains 
undisturbed in the original amount of $900,000. ° 

Thus, the experienced builder, upon w Soni we must depend for'a 
sustained volume.of rental housing construction, has been process ina 
position less favorable than that of a novice. 

We propose an amendment to section 227 of the National Housing 
Act which, would remove the inequity which is largely responsible 
for the failure of the section 207 program to make the contr ‘ibution 
which it could in supplying needed rental housing. | | 
'*. Our proposed amendment would require that only the excess of the 
mortgage, proceeds over the actual certified costs be remitted to the 
mortgagee for reduction of the mortgage. This would preserve the 

cost certification réquirements of the 1954 Act, prevent any windfalls, 
but would remove the one great deterrent-to participation. by the ex-. 
perienced builder in the rental housing program. 

We propose additional ainendments which we sinc erely believe will 
contribute materially to a revival of the FHA multifamily rental 
housing program. These are: 

(1) The ‘sts itutory maximum interest raté on FHA multifamily 
programs should be increased to 6 percent, the same maximum as now 
‘applicable to section 203, in order to give these programs a desired 
flexibility in interest rates during per ‘iods of tight-money. We be- 
lieve that the FHA commissioner should’ have the discretion to in- 
crease or decrease the rate to reflect the rates on comparable’ invest- 
ments in the private market. The type of flexibility we propose 
would eliminate the high discounts i section 207 at the present, 
time, and would. permit the programs to remain operative during 

tight money periods. 

(2) The Congress should make it clear that,control over rents on 
section 608 and section 207 projects is discretionary with the com-_ _ 
missioner and should be exercised only to avoid excessive rents. Rent: 
controls over section 608 projects are discretionary, but the language: 
of section 207 has been construed to mean that rent controls over these 
projects are mandatory. As a result, the commissioner has decided to 
treat both programs as requiring mandatory controls. 

By controlling rents, tlie commissioner is forced to inject himself 
into the minute details of operation and management. Applications 
for rent increases are frustrating experiences at best. Rent controls, 
other than those imposed by FHA, are now a thing of the past, except 
in some parts of New York. We believe that the time has come for 
the FHA to remove such controls, yet. reserve for itself the right to 
reimpose controls should rents become excessive. In other words, we 
want to shift the burden of proof from the rental. property owner; 
who has had it for so many years, to the Federal agency. 
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We, therefore, strongly urge that competitive rents be allowed as 
established by the market. Even under the post-World War II emer- 

ney Congress specifically: exempted properties constructed after 
Pebrency 1, 1947, from Federal rent controls in recognition of the 
fact that such controls impeded construction of rental housing. 

We endorse that part of section 108 of S. 3399 which would remove 
an inequity which adversely affects rehabilitation projects under sec- 
tion 220. By removing the limit of 10 percent on builder’s profit as 
an item of cost the Federal Housing Administration will be in a posi- 
tion to permit a higher percentage of profit, in recognition of difficult 
and complicated rehabilitation where the actual amount spent for 
rehabilitation ‘is small compared to the acquisition cost of the 
structure. 

The remainder of section 108 has as its object the removal of dis- 
crimination as between a builder-developér and an investor-developer 
with respect to section 220 projects. It is thought to accomplish this 
by (1) providing that a mortgage shall not.be in excess of FHA’s 
estimate of replacement cost and (2) eliminating the allowance for 
builder’s or sponsor’s overhead and profit as a cost item. We be- 
lieve that the objective sought would he better served by approving 
the amendment already proposed by our association that only the 
excess of a mortgage over the certified costs be remitted for reduc- 
tion of the mortgage. 

Our proposal. has the additional advantage of applying to both 
the section 207 and section 220 programs. We are confident that the 
committee. wants to treat these programs on an equal basis. Surely 
it is as important to obtain rental housing generally as it is in urban 
renewal areas. The need, not the location, should be the governing 
criterion. 

We recommend approval of section 109 of S. 3399 which would 
remove the present limitation of section 221 rental housing to non- 
profit corporations. We do feel, however, that the mortgage amount 
should be based upon 95 percent of replacement cost instead of 95 
percent of the commissioner’s estimate of value, as is contemplated in 
the proposed amendment. 

The section 221 rental housing program, along with the sales hous- 
ing program under this section, holds much promise for the relocation 
of low and moderate income families displaced by urban projects and 
other governmental action. 

Mr. Chairman, is order not to prolong unduly the time allotted 
me, I would like to file for the record our statement endorsing the 
5-year extension of obligational authority for capital grants for urban 
renewal as set. forth in'S.:3399.. However, I wish to invite the sub- 
committee’s attention, specifically to: the two recommendations that 
we make: ; : 

(1) That no community be eligible for financial assistance unless 
it is.actively engaged in the enforcement of an adequate housing code; 

(2) That ‘applications. fot capital grants in urban renewal pro- 
grams be subject to a priority system that will encourage more pro- 
grams utilizing rehabilitation work. 

That is the end of my prepared statement, Mr. Chairman, and I . 
appreciate very much the opportunity to present it. 

Senator SparKMAN. Thank you, Mr. Gill. 

(The prepared statement of Mr. Gill follows :) 
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STATEMENT OF W.ALTER J. GILL, NEWARK, New JERSEY, NATIONAL ASSOCIATION 
OF REAL ESTATE BOARDS 


‘Mr. Chairman and members of the subcommittee, my name'is Walter J. Gill 
of Newark, N. J., and I am engaged in the real estate and mortgage banking 
field as executive vice president of the Alexander Summer Mortgage: Co., ar 
approved mortgagee of the Federal Housing Administration, and have had more 
than 24 years of varied real estate experience. I shall testify on behalf of the 
National Association of RealEstate Boards in regard to rental housing. 

During the past 10 years Alexander Summer Mortgage Co. has arranged the 
financing of 83 multifamily housing: projects comprising 11,421 dwelling units 
and involving an aggregate of $82,578,900 in mortgages insured by the Federal, 
Housing Administration under various sections of the act. 

The construction of an adequate volume of rental housing in the moderate 
rent levels, particularly in the large ‘urban areas, has become one of the major. 
problems confronting the industry as well as the expanding American 
population. 

The fantastic growth of suburbia in the 12 years since ,the close of World 
War II has brought us from a country of 40 percent homeowners to approxi-: 
mately 60 percent. This is indeed commendable, and we are a much stronger 
nation because of our emphasis on, home ownership. A 

However, the commendable: growth-of our suburbs should not detract from the 


“increased attention being directed to the urban area, particularly the central 


city and the peripheral belt around the central city. .The Federal Government 
has a tremendous stake in urban rénewal and this subcommittee has labored and _ 
will continue to labor with this problem for many years to come. : 

Families and individuals who, either by preference. or circumstances; occupy 
rental housing have found choice relatively limited’‘in most cities during recent 
years.. Because the voluine of new construction has been low, the inyentory 
of rental housing is little changed in number from 1950. The census conducted 
in April of that year showed 19.7 million renter-occupied dwelling units. Re- 
ports from the updated inventory of 1956. indicated renter-occupancy to be 
about 20 million. 

While some 9 million dwelling units were being added to, the owner-occupied 
category between 1950 and 1956, the renter component of the market was doing 
little more than holding its own. If we count all units built of.the. multi- 
family type since World War II, the total‘is-only a little over a million. (See 
Schedule A.) 

An effective rental housing program is necessary to meet the increased de- 
mands of the urban community as more and more American families turn 
toward the central city—a logical byproduct of the national urban renewal 
effort. 

What is the rental housing need in the United States today? 

While it is difficult to be specific in estimating need; we are aware of cer- 
tain trends which, underscore the growing need for more rental housing. 

I have already referred to the urban renewal programs which are focusing 
attention on the central city:as living areas not complicated by the transporta- 
tion problems of ever lengthening commuting. There are. other factors. 

(1) An increasing number of single individual hdustholds. -;Many of these 
persons prefer apartments to a roOominghouse type of shelter but are unable 
to find moderate rental quarters. 

.(2) The increase in number of persons in the upper middle-age and elderly 
category. .Many couples, with their families grown, prefer apartment life. The 
convenience to facilities is important to them. The growth of pension plans 
and the sharp rise in recipients. permit more and more older people to maintain 
their own households. 

(3). The current income of families and individuals is at a level which permits 

a sizable economic rent to be paid by those preferring the privacy of apartment 
life but not wishing to be homeowners. ‘In 1957 one-fourth of the families and 
single consumers in the Nation had personal incomes betweén $4,000 ahd $6,000. 
However, an even higher 27 percent: received incomes between $6,000 and 10,000. 
while 11 percent.had incomes of $10,000 or more. The average family income 
was $6,130. 

I am attaching as part of this statement (schedule B) a breakdown of the 
record of FHA multifamily project applications from January 1, 1947, through 
March 31; 1958. While I have included all the programs, some such as the 
military housing program are too specialized in their purpose to lend themselves: 








604 HOUSING ACT OF 1958 


to the analysis we make here. Others have expired and one, the section 213 
(sales type) cooperative, is essentially a home ownership program. 

Note the great contribution made. by the section 608 program: 548,463 appli- 
cations until the program was terminated in 1950.. Note also the decline in 
the section 207 and 213 (management) projects from 1950 on, and the sharp 
decline beginning in. 1954. 

Thus we must conclude,that the FHA multifamily programs until 1954 made 
a tremendous’ contribution to the provision of rental housing. -The year 1954, 
of course, brings to, mind ‘the investigation conducted by this committee .in 
irregularities in the operation of, the section 608 program. 

However, almost 4 years have passed since the Congress in the Housing Act 
of 1954 moved to prevent the recurrence of the irregularities which the expired 
section 608 program produced. 

We respectfully suggest that a critical analysis of the preventive measures 
then taken might reveal that the medicine came close to killing the patient. 
The section 207 rental housing program became the victim of the reaction against 
section 608; a program which had expired long before the disclosures were made. 

Section 207, was, and is, an entirely different type of vehicle and not sus- 
ceptible to the practices exposed by the 1954 investigation. 

In our opinion the greater single factor conrtibuting to the decline in appli- 
cations for rental housing since 1954 was the unnecessarily tight antimortgaging- 
out provision, which the Congress ‘wrote into law that year. This provision 
required the mortgagor to remit for reduction of the mortgage any excess of the 
mortgage over the approved .percentage of the actual certified costs. Thus in 
attempting td prevent windfalls the Congress went a step further and created 
an inequity. As a result a less efficient builder may obtain a higher mortgage 
than a more efficient: builder. 

Let me give you an example:' Let us assume that an experienced builder 
and .a nonbuilder both acquire. ‘contiguous parcels of land, identical in size. 
They have an architect design identical buildings for each, following which 
both file with FHA for mortgage insurance under section 207. FHA, having 
found values’ of $1 million on each, issues commitments to insure mortgages: on 
the maximum allowable amounts of $900,000 each. Following completion of the 
construction Mr. Experienced Builder files the required cost certification. Be- 
cause of his ingenuity, and kriow-how, ‘he is able to show that the entire costs 
were only $900,000. At this'point FHA: would be forced to reduce his mortgage 
to $810,000 .because section 227 provides that no mortgage may be “in excess 
of such, approved percentage of actual cost.” Mr. Nonbuilder, on the other 
hand, who had used a'‘building contractor to erect his. project, was probably able 
to certify his actual cost at. $1. million, as’ estimated by FHA. Therefore his 
mortgage remains undisturbed in the original amount of $900,000. Thus the 
experienced builder, upon whom we must depend for a sustained volume of 
rental housing construction, has been placed in a position less favorable than 
that of a novice. 

We. propose an amendment to section 227 of the National Housing Act which 
would remove, the inequity which is largely responsible for the failure of the 
section 207 program to make the contribution which it could in supplying needed 
rental housing. Our proposed amendment: would require that only the excess 
of the mortgage proceeds over the actual certified costs be remitted to the mort- 
gagee for reduction of the mortgage. This would preserve the cost. certifica- 
tion requirements of the 1954 act, prevent. any windfalls, but would. remove 
the one great deterrent to participation by the experienced builder in the rental 
housing program. 

We propose additional amendments which. we sincerely believe will contribute 
materially td a revival of the FHA multifamily rental housing program. ‘These 
are: 

(1) The statutory ‘maximum: interest rate on FHA multifamily programs 
should be increased to 6. percent, the same maximum as now applicable to 
section 203,:in order to give these programs a desired flexibility in interest rates 
during periods of tight money. ' We believe that the FHA Commissioner should 
have the discretion to increase or decrease the rate to reflect ‘the rates on com- 
parable investments in the private market. The type of flexibility we pro- 
pose would eliminate: the high discounts under section 207 at the present time, 
and would permit the programs to remain operative during tight money periods. 

(2): The Congress'should ‘make it clear that control over rents on section 608 
and sectiori 207 projects are discretionary with the Commissioner and should 
be exercised only to avoid excessive. rents. Rent controls over section 608 
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projects are ; discretionary, but the language of platen 207 has been construed 
to mean that rent controls’ over these projects are mandatory. As a result, 
the Commissioner has decided to treat both programs as requiring mandatory 
controls. 

By ¢ oe rents the Commissioner ‘is forced to inject himself into the 
minute etails of operation. and management. Applications for rent increases 
are frustrating experiences at best. Rent. controls, other than those imposed 
by FHA, are now a thing of the past, except in some parts of New York.’ We 


_ + believe that the time has come for the FHA to remove such controls, yet reserve 
., for itself the right’to reimpose controls should rents bécome excessive. In 


other. words, we want to shift the burden of proof from the rental property 
owner, who has had it for so many years, to the Federal agency. 

We therefore strongly urge that competitive rents be allowed as established 
by the market. Even under the post-World War II emergency Congress 

specifically exempted properties constructed after February 1, 1947, from 
Federal rent controls in recognition of the fact that such controls impeded 
construction of réntal housing. 

We endorse that part of section 108 of S. 3399°which would remove an inequity 
which adversely affects rehabilitation projects under section 220. By, removing 
the. limit of 10 percent on builder’s profit as an item of cost the Federal Housing 
Administration will be in a position te permit a higher percentage of profit in: 
recognition of difficult.and complicated rehabilitation where the actual ‘amount 


. spent for rehabilitation is small compared -to the acquisition cost of the 


structure. 

“The remainder of section 108 has as its object the removal of discrimination 
as between a builder-developer and an investor-developer. with respect to section 
220 projects.. It is thought to accomplish this by’ (1) providing that a mort- 
gage shall not be in excess of FHA’s’ estimate of replacement cost and (2) 
eliminating: the allowance for builder’s or sponsor’s oyerhead and _ profit as. a 
cost item. We, believe that the objective sought would..be better served by 
approving the amendment already proposed’ by our association. that only the 
excess of a mortgage over the certified costs be remitted for reduction of the 
mortgage. . Our. proposal has the additional advantage of applying to both the 
section 207 and section 220 programs. We are confident that the committee 
wants to treat these programs on an equal basis. Surely it is as important to 
obtain rental housing generally as it is in urban. renewal areas. »The need, not 
the location, should be the governing criterion. 

We recommend approval of section 109 of S. 3399 which would remdye 
the present limitation of section 221 rental. housing to nonprofit corperations. 
We do feel, however, that the mortgage amount, should: be based upon 95 per- 
cent of replacement cost instead of 95 percent of the Commissioner’s estimate 
of value, as is contemplated in the proposed amendment. The section 221 
rental housing program, along with the sales. housing progrdm under this 
section, holds niuch promise for the relocation of low and moderate income 
families displaced by urban projects and other governmental action. 

Mr. Chairman, in order not to prolong unduly the time allotted: me, I would 
like to file for the record our statement endorsing the 5-year extension of 
obligational authority for ,capital grants, for urban renewal as set forth’ in 
S. 3399: However; I wish to invite the subcommittee’s: attention specifically 
to the two recomméndations that we make: (1) that no community be eligible 
for financial: assistance. unless it is actively engaged in the enforcement of: an 
adequate housing code, and’ (2) that applications for: capital grants in urban 
renewal programs be: subject to a priority system that will encourage more 
programs utilizing rehabilitation work. 


URBAN RENEWAL 
Capital Grants 


We endorse the provisions 6f title ITI ofthe bill, S. 3399, which (1) changes 
the procedure for making planning grants so that a conimunity may share in 
the cost of such planning’ in the same ratio as. it shares in the cost of the 
project; and (2) extends the obligational authority for capital grants through 
fiscal year, 1963 with ‘a’ total authorization of approximately $1.3 billion, and 
a gradual. reduction in the Federal financial participation from the present; 
66% percent of, net.project cost to 50 percent beginning with fiscal year 1961. 

We do not believe that reduction in the Federal financial contribution as set 


' forth in S. 3399 means less, slum clearance... On the contrary, if the two recom- 


mendations of our association, as set forth below, are adopted, the’ end result 
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must surely be a marked decline in the growth of slums, thus insuring an 
ultimate greater accomplishment of the national urban renewal objective through 
far more improvement per Federal dollar spent. 

In connection With the reduction. in the Federal Government’s financial contri- 
bution. toward urban renewal, I would like:to quote the policy statement on the 
subject, adopted by the 1957 convention of the National Association of Real 
Estate Boards: | 

Greater local responsibility. __Freedom from Federal intervention and com- 
petition in State and local affairs is basic to the preservation of our 
Republic. 

We applaud the efforts of the President ‘and the Joint Federal-State 
Action Cammittee to terminate certain Federal assistance programs which 
more appropriately should be; assumed by State and local governments. 

We endorse the recommendations, of the President that certain areas of 
Federal taxation be surrendered to the States and municipalities in order 
to provide revenue essential to their assuming local responsibility for many 
programs that are now federally assisted. 

We urge this committee as well:as the Congress to study the feasibility 
of surrendering present Federal taxes, on real estate conveyances. and estates 
to enable State and local goverments to assume a much greater degree of 
responsibility for slum clearance. ° 

We note that recently the President, acting upon recommendations of the 
Joint Federal-State Action Committee; recommended to the Congress that one 
taxing area be sutrendered to the States in order that the States may have the 
means for assuming greater financial responsibility for certain programs in- 
volving problems which are basically State and local problems. We are hopeful 
that continued studies in this area will result in the surrender of other taxing 
areas and the assumption by the States.of more responsbility for urban renewal. 


Code enforcement 


In Federal legislation to assist the cities in combating unfit housing conditions 
one of the principal advances made in the 1954 Housing Act was to establish 
the broad concept of “urban renewal” as distinguished from the more limited 
process of “urban redevelopment.’ Under the broader program cities were to 
be given encouragement and coopération in programs that would provide rehabil- 
itation, as well as total clearance, in bringing about the restoration of rundown 
urban areas. 

It has become clear that this approach, with its potential of curing many times 
as much urban deterioration as’ could be hoped for under tremendously costly 
total clearance procedures alone, must rest upon a foundation of firm enforce- 
ment of city ordinances that require preperty owners to meet adequate health 
and safety standards for structures. to be used for human habitation. In 
qualifying for Federal assistance in urban renewal programs cities are quite 
properly required to present “workable programs” committing themselves, among 
other things, to engage in this indispensable type of local government action. 

However, the cities are not required to show performance, but only to indi- 
cate a general intention to engage in future performance. Under existing ad- 
ministrative practices this may remain the case long after cities have received 
tangible financial assistance from the Federal Government. 

For example, cities such as Birmingham, San Francisco, and Scranton have 
had their workable programs approved since 1955. Each of them has a sizeable 
reservation for a capital grant and each was in debt to the Federal Government 
as of December 31, 1957, for planning advances and temporary loans. At the 
time each of these cities had its program certified for a second time, none of 
them had taken final action on even adopting a local housing code. What is 
needed is a new expression in basic policy that is a proper prerogative of the 
Congress. 

Therefore, we strongly urge that the Congress insure, by statutory requirement, 
that no city be eligible for direct Federal financial assistance in the form of 
capital grants for: urban renewal until it shows that it is actually engaged in 
the vigorous enforcement of a city ordinance requiring all structures used for 
dwelling purposes: to meet modern, reasonable, and adequate standards of health 
and safety. 


Rehabilitation 


The process of urban renewal, conceived of as a broader program than urban 
redevelopment, has nevertheless remained overwhelmingly no more than redevel- 
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opment.’ The municipalities have not been given adequate encouragement, or 
incentive to launch the broader scale programs with their greater potential in 
improvement per, dollar of Federal money expended. Administrative action to 
place the required accent on the broader scale requires, in our opinion, some 
specific expression of policy on the part of the Congress. 

We therefore recommend for the committee’s consideration an amendment to 
title I of the Housing Act of 1949 to require the establishment of a: systeni of 
processing urban renewal applications that would give priority to these applica- 
tions which propose urban renewal programs based predominantly on rehabilita- 
tion and conservation procedures. 

By Marth 51 of this year the Federal Government has. committed itself to 
more than a billion dollars in capital grants to cities for,the, purpose of carrying 
out urban renewal programs, and by the same date disbursements oh executed 
projects approximated $113 million. Most of the funds committed are for total 
clearance undertakings—not only a tremendously costly process but an extremely 
slow-moving one. With this much total clearance work in the “pipelines,” we 
submit that it would now be timely to establish a priority system giving an 
advantage now to those cities that propose to approach suitable problem areas 
with the determination to save and rehabilitate everything worth saving and 
to demolish only those structures that are unfit to rehabilitate or that will not 
mesh in an urban renewal plan. 


SUMMARY OF RECOMMENDATIONS PROPOSED BY THE NATIONAL ASSOCIATION OF. REAL 
ESTATE BOARDS, IN TESTIMONY BEFORE THE SENATE HOUSING SUBCOMMITTEE, 
MAY 20, 1958 


I. Sales Housing 
1. Approval of sections 101, 102, 106, 109, 201, 202, of the bill 8, 3399. 
Increase dollar limit under section 221 in normal cost areas to $10,000. 
. Amendments to the FNMA Charter Act (secondary market operations) pro- 
viding for: 
(a) Standby commitment on existing homes under same conditions as 
now accorded new construction. 
(b) Appointment of FHA Commissioner and VA Administrator, or. their 
designees, to FNMA Board of Directors. 
(c) Appointment of one representative of the commion-stock holders to the 
FNMA Board of Directors. 
4. Approval of the basic elements of the plan for the coinsurance of con- 
ventional loans (S,. 2791) with the following changes: 
(a) Increase maximum loan to $30,000. 
(b) Increase insurance to 90 percent of top.30 percent. 
(c) Provide formula for participation of all lending institutions on equal 
basis. 


II. Rental housing 
1. Approval of sections 108, 109 of 8. 3399. 
2. Amendments to FHA rental housing provisions as follows: 

(a) Amend section 227 of National Housing Act te require that mortgagor 
remit excess of mortgage over actual certified costs for reduction of mortgage 
instead of excess over the approved percentage of certified costs, 

(b) Increase maximum interest rates on FHA multifamily programs to 
6 percent with discretion of FHA to increase or decrease rate in accordance 
with market conditions. 

(c) End rent controls on sections 608 and 207 projects with proviso that 
FHA Commissioner may reimpose controls on case basis where rents, are 
excessive. 

Ill. Urban renewal 

1. Approval of sections 301, 302 and 308 of S. 3399. 

2. Amendments to urban renewal provisions of the Housing Act of 1954 as 
follows 

(a) Condition Federal financial assistance for urban renewal on active 
enforcement by community of an adequate housing code. 

(b) Give priority to those communities utilizing the rehabilitation phases 
of urban renewal as part of their urban renewal plans in the consideration 
of their applications for Federal financial assistance. 
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i SCHEDULE A 


_ Rental type multifamily dwelling units started 
[In thousands] 
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Project applications filed with FHA nationally, January 1947 through March 1958 
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195} ....-......:..| 22,208} 2,776 | 23842 | ‘ .| 22,317 | 3,135 | ; 74, 368 
1968.__.........._] 14,782 |: 1,826 | -10,697 | 18,924 | 9,609 |__. 55, 838 
OR aceon 27,830 | 10,075 | 17,797 14,356 | 3, 469 70 73, 597 
1954__...._.,...-.| 31,890 | 3,824 | 4,869 1,522 2, 590 | 58 | | 144,753 
1955... ..... 3,289; 134 762 | 1,423 3, 074 8, 682 
1956_- ---+-+| 6,189 | 9,312 | 3,506 | 2,765 | ..| 8, 119 i 29, 891 
1957 ---n-----| 18,859 | 10, 571 2,804 | 2):790 | 922 36, 433 |... --| 67,379 
Te... 3. = 50, 454 | 90,849 |. 8,500 922 |548, 463 mi, 761 | page 70 |. 1,045, 845 
3 months, 1958...| 7,334 | 896 | 285 | 3, 653 136 7, 982 | 20, 236 
Grand total __|199, 889 | ‘si, 350 | 91,134 | 12,153 | 1,058 (548, 463 145, 693 | 16, 271 70 | 1, 066, 081 


i | | 


1 Of this total 40,486 were filed in first 6 months of 1954 (only 4,267 in last 6 months). 


Source: Federal Housing Administration. 


Senator SparkMAN. Mr. Williamson / 

Mr. Witu1amson. No, I have no statement, Mr. Chairman. 

Senator Sparkman. Mr. Albert, I wanted to ask you just a question 
or two regarding the proposal that FNMA be permitted to make ad- 
vance commitments on existing homes. You say at a price reasonably 
below the market sufficient to insure against excessive use of FNMA’s 
facilities for this purpose. About what did you have in mind for 
that ? 

Mr. Arpert. Oh, perhaps 114 or 2 points below the market. 

Senator SparkMAN. Do you think something like that would pre- 
vent the excessive use of FNMA? 

Mr. Aupertr. Yes, sir; I do. 

Senator Sparkman. It seems to me that the primary purpose of 
holding it to new construction is to encourage the building up of our 
housing inventory. And also it has been my understanding that 
FNMA has felt that if it were allowed to do this on existing proper- 
ties that the first thing we knew it would be taken up just as you 
forecast here—excessively for that purpose. 
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Mr. Avpert, Well, I think that the thing: has been done backward 
under present conditions. I think, to the contrary, if money. were 
“ available for good used housing—that is, the financing of good used 
housing—these people who own the used homes would sell and realize 
substantial equities. 
Senator ‘SparkMAN. You think it would stimulate the market and 
- even stimulate new construction ? 
Mr. Axserr. It would more than what is being done now, in my 
opinion. The seller would have a substantial equity, thereby not 
needing the facilities offered by FNMA in purchasing mortgages at 
par or anywhere near -par on new construction. They would be in 
a position to buy with conventional mortgage loan financing or at 
least with FHA loans involving sufficient down payment not to re- 
quire the facilities of an agency such as FNMA to support the new 
construction market. 
I think we are missing a big bet there. 
Senator Sparkman. I wanted to ask you, Mr. Gill, just one question 
about rental housing. We are all very much interested in rental 
* housing. I think you point out something that we must take note of, 
and that is that it has been sloughing off to such an extent that we 
find ourselves in need of rental housing all across the country. Do 


&. 


on™ | 
noc 


i | 


Ss 
~ 


| 
| 


158 





i you believe that the recommendations that you have made will produce 
pO1s rental povaing ¢ 
368 Mr. Giiu. I very definitely do, Senator. 
+ Senator Sparkman, Thank you very much. TI thank all of you 
+ 758 gentlemen. I appreciate your presentation. I am sure it will be 
} 891 helpful to us. 
— Senator Javits, we are glad to have you with us. You proceed in 
y Sas ! your own Way. 
ny STATEMENT OF JACOB K. JAVITS, A UNITED STATES SENATOR 
"t. FROM THE STATE OF NEW YORK 
Senator Javits. Thank you. I shall take but a very few minutes. 
I am very grateful to the committee for the opportunity to appear. 
Mr. Chairman, the primary reason for my appedrance is twofold. 
ion ~ One, I appear in support of S. 3548, which, though not before the 
ad- committee on this hearing, is practically before it because it deals 
bly with the question of the authorization for urban renewal: funds. 
A's | The bill is sponsored by Senators Aiken, Case of New Jersey, Ives, 
for Potter, Payne, who is here today, a member of the committee, and 
Purtell. 
Senator SparkMAN. Senator Javits, will you hold it? Senator 
re- Payne, I clearly forgot that you were here. Did you have any ques- 
tion to ask of these other gentlemen ? 
Senator Payne. I am a very quiet individual. I am listening. 
. of Senator SpaRKMAN. I am sorry. You ought to move up closer. 
our Allright, Senator Javits. Go ahead. 
hat Senator Javrrs. The bill proposes to authorize immediately an ad- 
er- ditional $500 million for sehen renewal to take effect upon the enact- 
vou ment of the measure. It is an emergency $500 million appropriation 


but. fits in very closely with the subjects of the committee’s hearing. 
Senator SpARKMAN. 5. 3548? 
Senator Javirrs. S. 3548. 
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Senator SparKMAN. Mr. Carter tells me that that bill is before us. 

Senator JAvirs. Good. It has been referred then. I did not know 
you were having this hearing on that bill. But if you are, Senator 
Sparkman 

Senator Sparkman. We have all of the bills that are before us up to 
this time, all of the bills that have been referred to our subcommittee 
relating to housing; up to the present time. 

Yes, S. 3548 is one of the bills. 

Senator Javits, Good. 3 . f, 

Senator SparkMaN. It was mentioned in the opening statement and 
has been printed in the record. 4 

Senator Javits. I thank the chairman. 

Now, that is one purpose of my testimony, which, as I say, will be 
brief. 

The other is that T have a number of recommendations with respect 
to the Housing Act, some of which I have discussed before on the 
floor, but I thought I would round them all up in one package and 
present them to the committee, so they might be considered when the 
committee marks up the bill. 

First, on urban renewal, and the bill sponsored by myself and the 
other Senators I have mentioned, I have a piece of direct information 
on that for the committee. A few days ago I sent to the mayors of 
30 cities in New York State a telegram which T would like to read into 
the record. It is addressed to the mayor of each city, and I will 
submit a list of the cities for the record : 





In connection with testimony I will give May 20, 1958, in favor of a bill to 
increase substantially urban renewal funds, I am contacting several cities 
throughout New York State. requesting the following information where 
available: 

(1) Do you have one or more project applications pending before the Urban 
Renewal Administration. If so; how many projects are involved and how much 
in Federal Capital Grant Funds are you requesting? 

(2) If Federal] funds are available, approximately how much would your city 
request in capital grant funds for fiscal 1959, beginning July 1, 1958, and ending 
June 30, 1959? 

(3) How much would you request for fiscal year 1960? 

(4) Approximately how much in capital grant funds would you request for 
the entire 5-year period ending June 30, 1964? 

(5) Numerically, how many projects are involved ? 

I would greatly appreciate your immediate attention to my request and ask 
that the information be wired ‘collect to my Washington office. 


Then follows a’list of the cities, which include the major places in 
New York State, but with a sampling of smaller cities, because we feel 
very strongly in New York that urban renewal is extremely important 
to the smaller city. 

(A list of the cities to which the above telegram was sent follows:) 


Niagara Falls’ Lockport ” Mount Vernon 
suffalo ’ Rochester ? Beacon? 
Long Beach * White Plains’ Elmira’ 
Hornell * Glen Cove? Kingston * 
Hastings-on-Hudson * Yonkers’ Schenectady 
New Rochelle ' Peekskill * Watertown’ 
Albany’ New York City’ Utica 
Binghamton’ Dobbs Ferry Oswego 
Poughkeepsie * Oneida Little Falls 
Syracuse * Troy * 





1(jties that have already replied with specific answers to most, if not all questions. 
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Senator Javirs. Mr, Chairman, interestingly enough, even in our 
wealthy suburb of Nassau County, which now has a population of 
over a million, right outside of New York—it is the Long Island area 
outside the great city—we are already having slum problems. It is 
just an indication of how fast these problems crowd upon you unless 
you are constantly running to keep up with them. , 

I am not going to detain the committee with any detailed recital 
of that, but I mention it because it is indicative of the problem of 
the American city, which now incorporates not only the city limits 
but the suburban area as wel) in terms of what we are interested in— 
that is, housing. 

Now, the answers to this survey were very interesting, Mr. Chair- 
man. We did not get answers from everybody, and we have showed 
who did answer, but we got answers from most all the cities. 

We had to take an estimate on New York City, because, it being a 
very big place, authoritative figures there are a little slower. But 
it is quite an accurate estimate we believe. 

Here is the report. 

So far the survey indicates that probably at least half of the urban 
renewal projects desired by New York State communities will have 
to be abandoned unless Congress substantially expands the urban 
renewal program as originally proposed. 

In other words, unless we give more than $200 million for the next 
fiscal year and more than the total program of $1.3 billion for which 
the administration has asked, we feel that our program will have to 
be cut by about 50 percent. 

These answers give strong support to legislation already introduced 
by myself and six other colleagues requesting $500 million in new 
urban renewal funds immediately. 

The answers from 21 of the 30 New York State communities turned 
up the folowing facts: 

More than $375 million in Federal capital grant, funds to be spent 
on slum clearance and urban renewal projects from July 1, 1958, 
through June 30, 1964, is required by the 16 cities able to detail their 
future needs. 

For the very next fiscal year they want $62 million in new funds 
and at the present time have more than $70 million in project: re- 
quests now pending before the Urban Renewal Administration. 

Now, those figures are, of course, tremendously significant when 
we realize that urban renewal has about $40 million on hand, that 
at the most it could get $50 million-odd more if it was released by the 
Budget Bureau, and that there is within reach a possible $100 million 
additional which is in the hands of the President. But the whole 
kit, even exhausting every conceivable availability, does not begin to 
meet, what New York would need, considering its proportion of the 
aggregate, which for the whole State is about 1214 percent of what- 
ever is available for allocation. 

Now, that is 16 cities out of the 30. Four of the cities reporting 
said they needed urban renewal programs but were unable at. present 
to estimate their financial requirements. Only 2 out of the 30.-cities 
had no interest in starting urban renewal programs. 

New York City alone is expected to request $35, million in new 
funds for fiscal 1959. and wants a total of $175 million for the addi- 
tional 5-year period ending June 30, 1964. 
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Now, we also made inquiry of the situation in Illinois and in 
Pennsylvania, which haye huge cities. Senator Douglas and Senator 
Clark will speak for themselves, but there too we found enormous 
demand very much paralleling what we find in New York. 

The original’ proposal providing $1.83 billion in additional capital 

rant authority for the next 6 fiscal years will, I believe, prove 
madequate. Under the existing limitation of no more than 12.5 per- 
cent for any one State, New York has already used up its maximum 
and is, in fact, currently dipping to the extent of $16 million into 
the so-called “extender” fund. But’ according to the survey we have 
made, New York City could singlehandedly utilize more than the 
total amount to be ‘allotted to the entire State of New York over the 
next 6 fiscal years: under present plans. I emphasize that—‘under 
present plans.” | 

Also, it is our belief that cutting the formula to a 50/50 basis from 
the present two-thirds/one-third would not work and would be very 
harmful to the cities in our State. 

The 16 cities from which we have gotten authoritative figures would 
either have to eliminate $64 million worth of renewal projects or 
divert an equivalent amount of local funds from such things as 
schools and similar municipal facilities to meet their increased urban 
renewal shares. 

Also, the more than $70 million in applications from these cities 
now pending before the Urban Renewal Administration is particu- 
larly alarming in view of the fact that as of May 16, 1958, the Urban 
Renewal Administration had less than $38 million in available funds 
to meet more than $260 million in requests pending from cities across 
the Nation. 

We point out that the consequences of this are that project re- 
quests from several cities in New York, including the hard-hit re- 
cession area of Buffalo, cannot be processed in the immediate future. 

We think—at least I think and I am quite sure that that view is 
shared by my associates on this bill—that this sharing of costs should 
stay as it is. 

Now, Mr. Chairman, I have the telegrams available. I did not 
wish to encumber the record with them. But they are available to 
the committee’s staff if they feel that they can get some use out of 
them. We will be very glad to let them see them. 

Now, the other recommendations which I have are personal and do 
not represent the group which put in the bill. They may very well 
agree, though I am not in position to state that authoritatively. 

The other recommendations relate to certain changes in the urban 
renewal law which are compelled upon us, I believe, by experience. 

First, I think that the costs of relocation should be borne by the 
Government to a more substantial extent than they are being borne 
now and that, realistically, the maximum relocation allowances in the 
case of an urban renewal project should be raised to $500 per family 
from the present $100 and to $5,000 per commercial occupant from the 
present $2,500. 

Our experience in New York, where we are having very considerable 
trouble with relocation from urban renewal projects, shows that the 
increase of the amounts allowable as maximum could be very, very 
helpful, and we strongly urge that that be done. 
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We, of course, have already directed tlie attention of the housing 
authorities to New York’s rather unique and often-criticized system 
of tenant relocation in which the private developer moves according 
to an approved plan to relocate the people on the site. + ; | 

Now, it is not possible to condemn that as a matter of law, as it were. 

I am speaking now as a lawyer. Because sometimes it works and 
sometimes it does not. It depends upon management. And, hence, 
the management—that is, the city’s management, the supervisory man- 
agement—is supremely important. 
_ There are two projects in New York, and one of them in my own 
old congressional district: called. Manhattanville, Morningside Gar- 
dens. There it worked very well, and everybody who wanted :to be 
relocated got relocated quite efficiently. There the matter was well 
supervised. I must say I was on the job myself: And also we had 
nine institutions like Columbia University and Juilliard School of 
Music and various others at a place we call Morningside Heights, a 
kind of little area in the middle west side, which did the things them- 
selves, and they did it with great attention to social neéd. 

On the other hand, we had a project called Manhattan Town, which 
was a dismal failure, only a mile and a half south of the one I am just 
describing which was a great success. There we had all kinds of diffi- 
culties with relocation and, indeed, scandalous conditions which were 
revealed before this committee. 

I point that out only as a matter of fact and information for the 
committee and to emphasize the need for top-level management. 

Now, the other thing to which I wish to refer in respect to urban 
renewal is the need for recognizing the public housing on urban 
renewal sites or in connection with the relocation of urban renewal 
tenants is extremely important. 

Again I revert to the two projects I have described: The Man- 
hattanville project, a huge success because of the location of a big 
public housing project called General Grant Housing. The Man- 
hattan Town, a terribly dragged out, very difficult and pain-creating 
enterprise for the tenants and everybody else concerned, which did 
not have public housing located on the site. 

I urge this committee—and I shall myself adduce a suggestion; I 
notice the committee is already seeking to find a way—to give some 
allowance in the one-third contribution of municipalities for public 
housing. I am not going to try to tell the committee what I think 
ought to be done specifically. I will suggest that in writing, which I 
am working on now. But I notice the committee is dealing with it, 
and I applaud that, the attention to that problem, and I hope very 
much that it can be considered. 

We think in my office that it certainly ranks with playgrounds or 
schools or anything else of that tangible nature in the way of com- 
munity facilities for which allowance is made and, indeed, has even 
more impact upon the success of the urban renewal project itself. 

So much, Mr. Chairman, for urban renewal. 

Now, on the general FHA bill, I have two suggestions. I shall 
take but 30 seconds to mention them. because I have discussed them 
in great detail before. 

One is extension of the maximum mortgage period to 40 years. 
That is coming in for a lot of attention. The committee will have a 
lot of testimony on it I am sure. I would strongly urge it. 

25834—58——40 
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The other, in which at the moment I have not too much company, 
is reducing the FHA premium from one-half of one percent to one- 
quarter of one percent. I feel that actuarily that reduction is justified. 

I might say to the chairman that I am hoping to commission a 
study by competent housing economists to prove it is justified. 

But I have already adduced some of these figures on the floor in 
interchange with the chairman of the committee when the emergency 
housing bill was up. And I strongly commend it to the committee. 

This is one of those ways in which Government can show its adapt- 
ability to changing conditions and not just let something roll on and 
on and on just because we did it that way to begin with. 

Thank you, Mr. Chairman. 

Senator Sparkman. Thank you, Senator Javits. 

Senator Payne? 

Senator Payne. No questions. 

Senator SPpaARKMAN. Senator Javits, with reference to your survey 
of New York, it is very interesting and very helpful. You know, 
under the committee print, which is just a suggestion, we propose a 
total of $314 billion over the next 10 years, or an average of $350 
million a year, with permission to spend as much as $500 million in 
any one year. 

Taking your figures, I notice that they would come for that period 
of time to a total of $437 million. 

Senator Javirs. That is right. 

Senator SparKMAN. For New York State, under the formula of a 
maximum of 12.5 percent to any one State. 

I wonder if your needs would not be filled under that kind of an 
arrangement. 

Senator Javits. I like the formula in the committee print. I say 
T like it, because our group has put in this bill for $500 million right 
away. But that seems to me certainly to be meeting the need very 
much more closely than the administration’s proposal. 

Now, Mr. Chairman, I would like to point out in fairness to this 
administration that when it came into office a lot of people were very 
alarmed about the fact that it would be against urban renewal, against 
public housing, against a lot of things. It is showing it is not so. 
Now, its approach to it. may be more modest than people like myself 
and those who are joined in this bill believe to be necessary, but, 
nevertheless, I think it is important and fair to note that they are 
moving in this area which we think is very vital for the Government 
to move into. 

Now, I would like to emphasize that in urban renewal there is no 
more constructive activity that I know of socially than this one, nor 
do I believe there is any more constructive activity in the wealth 
production. And I hope the committee will see through any claims 
that this is inflationary, because inflation depends upon a situation 
where you spend money, for arms or some other expense, where you 
get nothing back which is tangible in terms of wealth production. 
Of course, you get back security and so on, and I am all for that. 
I am not arguing the merits. 

But I am pointing out on the inflationary side that here you are 
putting in your money to an affirmative asset in the country, and, 
though you may owe money, you have an asset which far more than 
counterbalances what vou owe. 
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One of the defects of a great deal of the thinking which we see 
around here economically—and engaged in by some of our colleagues 
too—is that they think in absolute money terms without thinking in 
terms of what we have got as against what we owe. 

Sure, the debt of the United States is $280 billion. But what have 
we got against that debt as contrasted with what we had some time 
ago? 


hed the best gauge for that that I know is gross national product. 
On that basis, the national debt with relation to our gross national 
roduct has been shrinking very markedly over the years. Whereas 
it has been going up in dollars, it has been shrinking very markedly 
in what any businessman knows to be the realistic. equation—that is, 
what have you got and what are you taking in as against what you owe. 

Senator SparKMAN. I think you will be interested to know that no 
witness appearing before our committee has opposed urban renewal. 
I think I am correct in saying that. I think it has received unanimous 
approval. 

By the way, Mr. William McChesney Martin, the chairman of the 
Federal Reserve Board, spoke out in behalf of it. Of course, you 
know inflation is something that he is always watching. 

Senator Javirs. That is right. 

Senator SparRKMAN. He said he thought urban renewal was the 
right kind of a program. 

Senator Javirs, Well, I am delighted, Mr, Chairman, and I think 
it just indicates that the world marches on. 

Senator SPAaRKMAN. Thank you very much, Senator Javits. 

Senator Javirs. Thank you. 

Senator SparkMAN. Mr. Roland Boyd, general counsel of the 
Wherry Housing Association. Come around, Mr. Boyd. We have 
your statement, Mr. Boyd. Will you proceed in your own way? 

For the benefit of the record, would you identify your associates? 


STATEMENT OF ROLAND BOYD, GENERAL COUNSEL, ACCOMPANIED 
BY HUB HILL; PRESIDENT, HAMILTON SHIELDS, VICE PRESI- 
DENT, AND CHARLES A. KNOTT, SECRETARY-TREASURER, 
WHERRY HOUSING ASSOCIATION 


Mr. Boyp. Thank you, Senator Sparkman and Senator Payne. 

I am accompanied by Mr. Hub Hill of Dallas, president of the 
Wherry Housing Association, by Mr. Hamilton Shields of Portland, 
Maine, vice president of Wherry Housing Association, and by Mr. 
Charles Knott, of Baltimore, Md., secretary-treasurer of the Wherry 
Housing Association. 

My name is Roland Boyd. I live in McKinney, Tex. Iam actively 
engaged in the private practice of civil law. 

Since October 15, 1957, I have been general counsel of the Wherry 
Housing Association. ; 

The Wherry Housing Association is a voluntary, nonprofit or- 
ganization composed of the-majority of the owners of the 82,000 
Wherry housing units in the United States and its possessions. 

The board of directors of this association have passed a resolution 
that we request permission to appear before any committee that is 
considering matters affecting Wherry housing. 
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I as counsel for the association want to assist this committee in 
getting any pertinent facts affecting Wherry housing. 

When I have finished this brief statement, I will welcome any 
questions from the committee and will be happy to supply additional 
information if I do not have it at my fingertips. 

I would like to discuss five points : 

One, the fact that Congress has determined it is in the best Gov- 
ernment interests that Wherry housing be acquired. 

Second, the present status of the acquisition program. 

Third, the history of acquisition, 

Fourth, the sound reasons in our judgment for acquisition. 

And, fifth, the fact that evidently most Wherry is going to be 
acquired and the reasons why we think it should all be acquired. 

And, lastly, our recommendation for a modification in the present 
law. 

The first point is that Congress has determined that it is in the best 
Government interest that Wherry housing be acquired. 

I would like to call the committee’s attention to some typical state- 
ments contained in official reports field by congressional’ committees. 

The Banking and Currency Committee of the House, in 1957, said: 

Your committee believes strongly that Wherry housing on or adjacent to 


military bases should be owned and operated by the military department 
concerned. 


The Armed Services Committee of the House, in 1957, said: 


As the Armed Services Committee pointed out last year the savings to be 
effected are so large that it would be an unreasonable man indeed who would 
deny the wisdom of embarking upon this program of purchase. 


The Senate Armed Services Committee, in 1957, said : 


Recognizing that Wherry units would be in existence at military installations 
for perhaps the next 60 to 70 years and that in many instances it would be 
desirable for the military department to purchase them, Congress enacted permis- 
sive acquisition legislation in 1955. 

The Senate Committee on Appropriations, in 1957 said: 

It appears that the continued operation of these projects under the present 
conditions is excessively expensive to the Government, and that the best 
interest of the Government will be served if the military will proceed with 
dispatch and acquire these projects. 

The House Committee on Appropriations in 1957 said: 


These owners have businesses to operate and are certainly entitled to know 
what the plans of the Government are with respect to the acquisition of these 
projects. 

From the above it is amply clear that Congress wants these projects 
acquired. 

Next, the status of the acquisition, program : 

Of the 37,100 units built on Air Force bases, as of March 25, 
1958, 21,200 units had either been acquired by negotiation by the Air 
Force or had been placed in condemnation. The “Air Force ‘proposed 
to acquire by negotiation or condemnation through June 30, 195s, 
an additional 5,500 units. 

Of the original 22,200 units built on Army bases, as of March 25, 
1958, 9,400 units had been acquired, either by negotiation or had been 
placed in condemnation. The Army proposed, by the end of this 
fiscal year, to either acquire or condemn 3,300 additional units. 
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Of the original 24,500 units built on naval bases, as of March 
25, 1958, only 943 had been acquired by the Navy or were in con- 
demnation. The Navy proposed, through this fiscal year, to either 
acquire or condemn 9,300 units. 

aet’s look for a minute at the history of acquisition. 

The 84th Congress (1st session) in 1955 passed a law permitting 
the military to acquire Wherry Act Housing. The military arian’ 
no projects under this law. 

The 84th Congress (2d session) in 1956 passed Public Law 1020 
permitting the military to acquire Wherry projects, and making it 
mandatory that they acquire projects located at installations where 
Capehart was programed. 

The Department of Defense went on record in the 85th Congress 
(1st session) in 1957 favoring the repeal of this mandatory provision. 
And for over 1 year after Public Law 1020 was in effect, practically 
no projects were acquired. 

In the last several months the Air Force has shown an aggressive 
attitude in the acquisition program. They have demonstrated that 
Public Law 1020 is a sound and workable law. The Army and Navy 
have been reluctant to acquire Wherry housing. 

In our opinion there are many sound reasons for acquisition of all 
Wherry housing: 

1. It would permit reduction in rents. 

2. It would resolve problems involving local taxes. 

3. It would permit alteration and repairs to bring some units up 
to Sentabalehin housing standards. 

4. It would permit assignment of personnel to such units, and 
allow the military to more efficiently manage their housing establish- 
ment, in that they would have management control of Wherry the 
same as they do old appropriated fund housing, new appropriated 
fund housing, and Capehart housing. This increased efficiency would 
certainly aid troop morale. 

5. It would relieve the fear of “competition” now experienced by 
practically all project owners. Owners in order to protect themselves 
feel that they must continually be alert as the military asks for 
appropriated fund housing or as Capehart is completed. They feel 
that as the number of Capehart units increases, the military are 
going to favor these installations where Capehart is located and that 
whether Capehart housing is “at or near” hole location or not, their 
occupancy will suffer. They are disturbed by reports that Capehart 
housing has been canceled or deferred at many bases purely because 
the military did not want to acquire Wherry. 

6. It would reduce the chances of expensive litigation. Eighteen 
projects have defaulted. There are a few more which have never 
had suflicient occupancy to make it a successful operation. Some of 
these owners have tremendous investments in money, time and effort 
in these projects. Two projects have already filed cases in the Court 
of Claims, doubtless many more will in the future. Acquisition would 
eliminate this litigation. 

7. Acquisition would resolve the problem brought about by the 
incompatibility of the military and private enterprise in the manage- 
ment of military housing. 

8. It would resolve the difficulty most Wherry owners are having, 
since the acquisition of some projects started, in keeping capable 
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managers and other key personne]. Many owners now are forced to 
pay sizeable bonuses in addition to adequate salaries. 

9. It would resolve the difficulty which arises because many pros- 
ective tenants are refusing to move into Wherry because they have 
eard of acquisition elsewhere and feel that their tenure would be 

temporary only. 

10. As the congressional committees have reported, it would be a 
wise investment for the Government to make. This is doubly so 
since they will be self-liquidating. 

11. Military operation could eliminate many costs that the Wherry 
owner must pay. 

Our next point is that most Wherry is going to be acquired. We 
think that reason dictates that the job ‘be completed and all be 
acquired for the following reasons: 

1. If a remnant of Wherry remains in private hands, it will necessi- 
tate the keeping of files, records, and staffs in many departments 
in FHA, The epartment of Defense, The Air Force, The Army, 
The Navy, and The Marines intact at great expense, w ith practically 
nothing to do. 

2. If the military now certify that any bases where Ww herry is lo- 
cated are not permanent, since Wherry was set up with 32-year payout 
mortgages and since the military in all instances certified, such a short 
time ago, that the bases were permanent and testified that there could 
be no doubt at least through the life of the mortgages, more than likely 
_ will be long and expensive litigation. 

3. As long as any Wherry remains in private ownership, those 
owners are constantly faced with numerous expensive trips to Wash- 
ington with employment of attorneys and other expense matters. 

Our recommendation : We recommend and strongly urge that Public 
Law 1020 should be amended so as to make it mandatory that all 
projects be acquired. 

Wherry property is so complex and has so many facets that it pro- 
vides ample material for extended discussion. I have no desire to 
burden you; however, if there are any phases of the question which 
you would like to discuss, I welcome your questions. 

Thank you, gentlemen. 

Senator SparkMAN. Thank you, Mr. Boyd. What about the gentle- 
men accompanying you? Do ‘they have separate statements 4 

Mr. Born. No, sir; they would be happy to answer any questions. 

Senator Sparkman. Fine. Thank you. 

Senator Payne / 

Senator Payne. Mr. Chairman, the only thing that strikes me is 
looking at the table on page 3, I wonder if any of them here can give 
any specific reason as to what appears to be a reluctance, apparently, 
on the part of both the Army and Navy in acquiring these particular 
projects ? 

Mr. Boyp. I think it stems from the fact that they consider that they 
have this housing now in their inventory, so why be charged with the 
financial responsibility of it? They have it; they have it at their 
disposal. That is just my individual idea as to their reason. 
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Senator Payne. Yet it is disregarding the opinion of the committees 
of the Congress, as you have seéerth on page 2 with direct quotations 
from the reports of both the House and Senate Armed Services Com- 
mittees and the committees on appropriations that it would appear to 
be in the Government’s best interests for these transactions to take 
place and the acquisition of the projects be carried out. 

Mr. Boyp. We, of course, have documented examples in our files, 
prepared by certified accountants who have studied the situation, that 
demonstrate clearly the many different things that. private owners 
have to pay that military ownership would eliminate. For instance, 
down at home, we have a sizeable franchise tax that of course under 
Government ownership would not have to be paid; and of course it 
has to be passed onto the serviceman in the form of rents, So does any 
other expense that the owner has to pay. 

Senator Payne. I don’t believe I have any other questions, Mr. 
Chairman. 

Senator SparkMAN. Thank you. 

Mr. Carter has a couple of questions to ask you, Mr. Boyd. 

Mr. Carrer. Mr. Boyd, we’ve had some cases recently which in- 
volve complaints from owners of Wherry projects which were being 
acquired, usually through the mandatory provisions, the owners’ com- 
jlaints being they did not feel they were getting anywhere near a 
fair price. Going into the background of these cases, we've had ref- 
erences made to the fact that originally the Air Force, at least, used 
as a formula for setting a purchase price, the language of the statute 
which reads: 

The purchase price of any such housing shall not exceed thé Federal Housing 
Commission’s estimate of the replacement cost of such housing and related 
property, as of the date of final indorsement for mortgage insurance reduced 
by appropriate allowance representing the estimated cost of repairs and replace- 
ments necessary to restore the property to sound physical condition. 

That was the formula that was originally used, at least by the Air 
Force, we are told. The Army and the Navy apparently used this 
formula as an outside top price below which they could and should 
negotiate. 

Mr. Boyp. That is correct, sir. 

Mr. Carrer. The Department of Defense has now issued a direc- 
tive which says in effect that that latter policy will be followed by all 
three of the services. 

Mr. Boyp. That is right. 

Mr. Carrer. And as a result of that last directive, all of the serv- 
ices now will, in setting a price for a project which they will acquire, 
use this as an outside price and will not negotiate below it. 

We have also heard that in some cases the Capehart project has 
been completed and ready for occupancy before the negotiations were 
really under way, so that the Armed Service, in order to get the use 
of the Capehart project, would cease the negotiations even though 
they had not been completed and throw them into condemnation in 
order that they could then go to the occupancy of the Capehart 
project. 
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I just. wondered if you had had experience along those lines? 

Mr. Boyp. Our information certainly indicates that that is the sit- 
uation with reference to the Army and the Navy operations. I think 
the end result of that change in directive and change in policy will 
be that most of it has to be done through the courts in litigation. 
I think the Air Force was demonstrating that by using the formula, 
The Wherry owner feels it is a penalty on him, since it binds him to 
a 1952 or 1953 cost. Still the average Wherry owner hesitates to go 
through expensive litigation. He will take less than he thinks his 
property is worth, in order to settle without having to fight a law- 
suit. But there is a point beyond which he does not feel he has any 
choice and will meet it and spend a year or two determining value. 

I think that change in policy is definitely going to force many 
trials. I recall one specific example right here. Mr, Hill, who is 
president of the association, owns a Wherry project at Bergstrom 
Air Force Base in Austin. He felt that his equity or his project was 
worth $1,600,000, measuring it by present-day replacement costs less 
depreciation. Yet he settled with the Air Force at a figure some- 
where between $800,000 and $900,000 because he did not want to take 
the hazard and delay of a year or two to determine the price. 

Mr. Carter. Mr. Boyd, you have just been through a condemna- 
tion proceeding, have you not ? 

Mr. Boyp. As general counsel of the association, I have been an 
observer. 

Mr. Carrer. Yes. Can you tell me who sets the just compensation 
which is deposited and which the sponsor gets 75 percent of? Who 
sets that compensation ? 

Mr. Boyp. I think that it happens this way: The military service 
involved makes a determination of what they think the value is, 
Then they turn the matter over to the Justice Department. The 
Justice Department, of course, can review the amounts, can have their 
own appraisers to appraise the situation; and then alter that amount. 
But, generally speaking, I think the branch of the military which is 
concerned makes that determination. 

Mr. Carrer. Has that condemnation case that you were observing 
been completed yet? Do you have the figure? 

Mr. Boyrp. On the 12th day of May, Judge Casper Platt, Dan- 
ville, Ill., filed a 19-page decision. I just received a certified copy of 
it on Sunday, before I took a plane to come up here. I have not had 
an opportunity to digest it. The award amount is $7,100,000. 

Mr. Carter. How does that compare with negotiations that were 
going on, with the fair and just compensation set ? 

Mr. Boyp. I think that it comes out pretty close to the negotiations 
that they were carrying on at that time. Of course, in looking at the 
overall picture, I think you have to look at the expense that both 
sides have gone to. I believe the trial lasted about 3 weeks. I would 
imagine there was a total of possibly 10 or 12 attorneys engaged in 
it for a big part of that time. 

The courtroom was full of appraisers for both sides. I would 
imagine that the expense to both sides was a considerable item. 
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I will be happy to work out an analysis of that in the light of the 
formula and submit it to you. ' 


Senator Sparkman. I think it would be helpful for us to have that, 
if you would prepare it for us. 


r. Boyp. I will be happy to do so. 
(The following was received for the record :) 


McKINNEY, Tex., May 24, 1958. 
Re: Committee requests for additional information 
Mr. JACK CARTER, 
Subcommittee on Housing, 
Banking and Currency Committee, 
Senate Office Building, 
Washington, D.C. 

Deak Mr. CarTER: You will find attached hereto an analysis of the Wherry 
housing project at Ft. Sam Houston, Tex., which was signed by Mr. CG. B. Hager- 
man, January 22, 1957. The purpose of this attachment is to show the difference 
in government ownership and management and private enterprise ownership and 
management of this project. Both the writer and Mr. Hagerman will be happy 
to supply any additional information or answer any questions: which you or the 
Committee might wish to ask. 

The tight schedule under which I am forced to operate in my law practice has 
made it absolutely impossible for me to give you a detailed analysis of the 
Court’s opinion concerning acquisition of the Chanute project in Dlinois as com- 
pared to the formula under Public Law 1020. It is my information that Col. 
James Porter, who has been working on Wherry acquisition for the Air Force 
is preparing such an analysis. I feel sure that Colonel Porter will be happy to 
supply your committee with information on this point. 

I am sorry that it is impossible for me to complete this and get it to you as you 
requested by Monday, May 26, 1958. If it would sreve any purpose after said 
date, I would be happy to put my best effort on this for the committee. Thank 
you for the committee’s indulgence in permitting me to testify. 

Very truly yours, 


ROLAND Boyp, 
Attorney at Law. 


Hus HILL AND ASSOCIATES, 

Dallas, Tex., January 22, 1957. 
In re: Clifford B. Hagerman, Dallas, Tex. 
To Whom It May Concern: 


GENTLEMEN: Clifford Hagerman is a veteran, a native Dallasite, married, with 
a wife and 3 children, ages 9, 8, and 4. 

Briefly, his educational backrgound includes the following: B. B. A., South- 
ern Methodist University, 1942. While at S. M. U., he tutored freshman math 
to earn his room and board and was a football letter man and captain of the 
baseball team. M. B. A., University of Michigan, 1947. C. P. A:, Texas, 1948. 

Mr. Hagerman’s background of experience includes: Thirty-nine months in the 
Air Force, serving as a Sergeant with the 12th Weather Squadron in Africa and 
Italy for thirty-one months. 

His business background includes: Service as a special agent with the Intelli- 
gence Unit of the Treasury Department investigating income tax fraud during 
1945-1946. Professional accounting experience with a large Dallas ©, P. A: 
firm after graduation from Michigan, which covered audit programs, reports, 
and tax work for diversified types of businesses. Since early 1949 Mr. Hager- 
man has been handling our tax planning and accounting programing. 

We regard him as a gentleman of the very highest type. He is extremely well 
respected locally. His accounting acumen is rated among the top exectuives. 
We commend Mr. Hagerman and his work to you without reservation. 

Respectfully yours, 


J. Hus Hirt. 
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TAXPAYER DOLLAR SAVINGS RESULTING FroM GOVERNMENT OWNERSHIP OF WHERRY 
Hovusine PROJECTS 


Hach year the firm that I represent has always requested, in conjunction 
with their annual audit reports, a study of the owners’ actual operating income 
and expenses compared to the FHA estimate of income and expense for the 
Wherry housing projects which they own and operate, in order to determine 
whether the return that FHA set forth in their project analysis of income and 
expense is being realized and if not, why not. 

Public Law 1020, having been passed by the 84th Congress on July 28, 1956, 
provides for the acquisition of Wherry housing by the various branches of service, 
such action being mandatory where it is determined Capehart housing should be 
programed in competition with the Wherry housing projects. I suggested to 
Hub Hill and his associates that they let me prepare an analysis of income and 
expense for each Wherry housing project, projected upon ownership by the 
various Departments of Defense. The profit potential available to the Govern- 
ment through military ownership and operation of Wherry housing offers a 
savings that would not only affect the national budget in a degree for many 
years to come but would result in private enterprise stepping out of the military 
housing program with its difficulties and complaints. 

A statement of “Owners’.Comparative Income, Expense, and Investment 
Earnings,” projected upon military ownership experience compared to owners’ 
actual operating experience and the FHA estimate of income and expense, is 
submitted herewith in evidence of this résumé of facts herein presented. See 
Exhibit A. An Army rental allowance schedule for enlisted families and officer 
families is attached hereto; see Exhibit B. 

At Sam Houston Village No. 1, located at Fort Sam Houston, Tex., there are 
approximately 300 officer families and 200 enlisted personnel families living in 
this well-maintained Wherry housing project. The average family has more than 
two children and for this reason we have chosen the enlisted family rental of 
$96.90 as the average rental income. During a 12-month period the officer 
rentals would gross $354,240, and the enlisted personnel family rentals $232,560— 
a gross rental of $121,200 more than presently being collected by the owners 
of this Wherry project. In addition to this rental: income, each serviceman 
living.in private quarters receives a food allowance which has not been. included 
in the above-referred rental schedule and is not to be considered in this presenta- 
tion. The present Wherry owners have operated most efficiently and have been 
maintaining 99, percent*occupancy. Realizing that there will. be a turnover of 
personnel and maybe there would be a few days in which the military ownership 
management would prefer to repaint the duplex apartments or single-family 
residences on the interior, we have provided the 1 percent vacancy allowance 
which is presently being maintained: by the owner. This would reduce the net 
rental income to be collected by the Defense Department Agency owner to 
$580,932—$119,668 more than was collected by the present owners during the 
fiscal year ended October 31, 1956. 

Operating expense, too, can effect savings of some $60,500 through Govern- 
ment ownership of Wherry merely by elimination of service costs which are 
available through present Government. facilities that would not require any 
additional personnel. For example, garbage removal; $4,463 could be saved 
here because personnel presently performing these functions for the base could 
serve the Wherry housing project without the necessity of hiring. new personnel 
not already in Government service. ‘The same goes for fire and police protection. 
Legal and dudit, expehse would not be necessary with the Judge Advocate’s 
office and the Auditor General’s office both having offices and/or representatives 
located at Fort Sam Houston; and certainly the necessity of advertising, dues, 
and subscriptions could be eliminated. Yes, and the military ownership would 
not include Dallas office overhead and executive salary contributions of $6,000 
per annum included in the management operating payroll figure. 

In addition to the foregoing economies, big dollars in the Government. pocket 
could be realized by the saving on ad valorem taxes of $27,560 and the saving 
on fire insurance of an additional sum of $14,508. Further economies of $29,487 
would be realized by Government ownership through waiver of the annual FHA 
mortgage insurance premium of $19,910 and exemption from the State franchise 
tax fee paid to the State of Texas by private corporations upon invested 
capital, $9,527. 
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Briefly, 
The additional rental income...< <1 s6...i8 ELL $119, 668 
The savings on ad valorem taxes, insurance and operating expenses_ 60, 519 
The mortgage insurance premium _____-_-_---------------------- 19, 910 
Elimination of State franchise taxes___.....__._._.---------_----- 9, 527 
Give Government ownership of Wherry A___--~--------~--- 209, 624 
Greater return on their investment than the present private owner- 
ship can realize; and with the private owners’ profit added______ 24, 522 
Government ownership would earn annually________----__-- 234, 146 
This is an annual net dollar margin return per unit of______-- 468 


During the remaining 27-year mortgage payout period, Government 
ownership of Wherry would earn or save per unit____._______---~ 12, 636 


This is a 500-unit project. This project alone would save the tax- 
payers of Government during the next 27 year___-_------.---_ 6, 318,000 


To project this example to its enormous possibilities, let’s bé real 
conservative and assume that Government ownership of Wherry 
would result in an overall unit cost earnings or savings of 60 per- 
cent of the unit return cited, $468. This would be per unit____-~~~- 280 


82,000 Wherry units owned by the Government during the remaining 
mortgage payout period would save the Government annually___ 22, 960, 000 


And for the remaining 27 year mortgage payout period, these 82,000. 
Wherry units would save the Government and: taxpayers___-—--~- 619, 920, 000 


This is only the beginning of the enormous savings to be gained by the Gov- 
ernment. After the mortgage payout ends, those Wherry projects presently 
owned by private interests have a remaining leasehold to the Government prop- 
erty housing site for 18 years and in many instances 43 years. All four of the 
projects owned by Hub Hill & Associates are 75-year leases. 


Therefore, by referring to the annual amortization principal and 
interest figure—see Exhibit A—$236,660. Dividing this by 500 
units, the result is an additional annual savings increment dur- 





ing the aforementioned 18-year lease period per unit of______ $473 
Adding the per unit annual savings.previously cited, assuming 
only 60 percent of the real potential_____- PLES Ss te as 280 
Would give an annual unit savings per year__.___________ 753 
For the remaining shorter lease life period of 18 years, this 
wodid total: per UHI oe a i ee 13, 554 
Seen ae eaeealagpeenyeenanee 
And again—82,000 Wherry units owned by the Government 
would save the Government and taxpayers_-_----_--a__----__ 1; 111, 428, 000 


Adding the mortgage payout savings during the next oT years___ °619, 920, 000 





This would result in a savings to the Government and tax- 
payers during the next 45 years. through Government 
ownership Of, Wherry. a ha 1, 731, 348, 000 


That is really not the final total. Many of these Wherry projects owned by 
private enterprise have 75-year leases on Government property sites at an an- 
nual rental of $100 per year. However, I do not feel that we, should expand 
this example for the remaining 25-year lease period. 

It might be reemphasized at this point that this presentation has probably 
been too conservative considering we have a real, live example based on actual 
operating expense. In my opinion, adding $100 per unit to the $280 per unit 
dollar margin return per annum would still be considered conservative, inas- 
much as $380 would still be only 81.2 percent of the net dollar margin return, 
$468, set forth at the bottom of the page, see Exhibit A. 

Expanding this additional $100 for 82,000 Wherry units for 45 years (27-year 
mortgage payout period and minimum 18-year remaining lease contract) totals 
an additional $369,000,000 which should not be completely overlooked in the en- 
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thusiasm that we all share to be realistic and yet save the taxpayers and the 
Government wasted dollars. 
C. B. HAGERMAN, C. P. A 
ExHIsiIt A 
Owners’ comparative income, expense, and investment earnings for San Houston 
village, No. 1, for fiscal year ended October 31, 1956 


FHA project No. 115-80003, 500-unit Wherry housing project located at Fort Sam Houston, Tex.—Analysis 
based on operating experniece of the Dodd Corp.} 











| 
| Projected Owners’ | FHA esti- 
military actual mate of in- 
ownership | operating come and 
experience | Nee a expense 
~ — mueet dean - - | —_ —|— 
' 
Income: | 
Officer families: 1st-lieutenant-plus average (300, at $98.40) -| $354, 240 | 
Enlisted personnel families: Average (200, at $96.90). ._-._| 232, 560 
ross rental income..__..._________.____. pa 1 586,800 } 1 $465, 600 | | $465, 600 
EE TCC Sh docs obs aed 5, 868 4, 336 | 13, 968 
Net rental income _. -- , : 2 580, 932 2 461, 264 ' 451, 632 
Operating expense: | 
Reserve for replacements... ......... kei k tte 20, 423 | 20, 423 20, 423 
Ad valorem taxes. ....-.. eked - None | 27, 560 27, 560 
Management and operating payroll.. -- 25, 000 36, 795 22, 939 
Maintenance and repairs. - : | 18, 000 | 17, 589 | %, 563 
Utilities: 
I el ei Ss) i 4 ‘ | 12, 482. | 12, 482 8, 100 
weet cSacac cence : ; 11, 077 | 11, 077 6,.420 
Gas.. shir d ass | 19, 744 19, 744 21, 500 
Gar bage removal. __--.------- ; ase None 4, 463 6, 000 
Sewage disposal. - - _- eee ae . ; 3, 000 3, 240 | 3, 020 
Telephone. 200 453 2M) 
Fire and police protection... _- ; None 525 526 
Insurante. | None 14, 508 23, 100 
Legal and “audit ae ron : None | 736 500 
Office ‘expense. _ - 200 205 200 
Dues, subscriptions, adve rtising-- ; None 845 600 
Total operating expense - - : 110, 126 170, 645 167, 651 
Net. operating profit. -.- in 470, 806 | 290, 619 283, 981 
Less amortization and franchise tax: 
Principal and interest on morgage note_ 236, 660 236, 660 236, 660 
FHA mortgage insurance-..--- dskei ts None 19, 910 19, 910 
State franchise taxes. ‘ eiciiieeetinatiiiamcleibel sats — None 9, 527 None 
BOR cs icadkoGtesexcwee Oe. Nii dald send a eee : og 236, 660 266, 097 256, 570 
Net dollar margin return on owners’ equity. 234, 146 24, 522 27, 411 
Net dollar margin return per unit per annum. 458 49 55 
UXHIBIT B 
Rental allowance 
Air Force Army 
Enlisted families: 
With 1 child__. cai tind Llicaaer eiabtat ; sigs ‘ ; $77. 10 $77. 10 
Wy ae NO ow it is ome aninemen seat Sea diitphvat Laatste pelea: 96. 90 96. 90 
Officer families: 
Oa Einibowent.... 222i ..... iidbduedbewthetekadcts Uewcase Bric bla 85. 50 85. 50 
cous tial toons ici lesa skies sali thd cides Mee es 94. 20 94, 20 
I I ie a sil ian eect were ihe giaiseeiaiign alice ts as iasotedeisnelgn’ 102. 60 102. 60 
SA DGd ARaal SoA ds dle sbelsdnn addin dele SE Bite ished de ae J 119. 70 119. 70 
RE dich ndietnintins wet KhbnidtenditeieGh in aicitiade sy pagieaee “ner 136. 80 | 136, 80 


1100 percent; approved rental schedule. 
299 percent. 
397 percent. 


On May 19, 1958, Col. James Porter, A. F. testified before the Senate Armed 
Services Committee, pages 115 and 116: 

“Senator Case. What was the result when you went to condemnation? How 
did the price compare with the price you offered for negotiation? 

“Colonel Porter. Well that you could say was the $64,000 question. There 
have been none settled by condemnation. We had one, the first one taken over 
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last year was Chanute Air Force Base. It was handled—the decision just came 
out about two weeks ago. It approximated the formula price. However, the 
Department of Justice is going to appeal and the sponsor, himself, will appeal. 
“Senator Case. Let’s have the figures on that as a matter of illustration. 
“Colonel Porter. I don’t have them exactly with me, but within the “$200,000 
of the formula price maximum. 


“Then, there wus the other consideration that we condemn, we > may have to 
pay off the entire mortgage. In this case it is a $6 million mortgage. 

“When we negotiate, we make the payments over a period of 27 years. We 
have to pay off this $6 million mortgage, we have to pay a penalty clause of 
three percent, it varies depending .on the number of years, 5, 10, or 15 years, 
we have a penalty clause for prepayment. 

“Senator Case. Penalty clause for pre-payment of three percent? 

“Colonel Porter. Of a mortgage, yes, sir. It varies.” 

Of course, there are many other features that must be considered in addition 
to the 3 percent penalty mentioned by Colonel Porter above, such as cost of liti- 
gation; (1) appraisals fees, (2) interest on increased award, (3) witness fees, 
(4) -Government attorneys and other Government personnel time, (5) court 
reporters—all of this.adds to.many thousands of dollars. 

I do not have the necessary information to figure what the formula in Public 
Law 1020 would have given. ,The owners of the Chanute project are tot mem- 
bers of the Wherry Association. 

Senator Sparkman. In view of your statement that you think this 
changed policy may produce a great deal more litigation, do you lave 
any suggestions as to whether or not the law should.be submitted ? 

Mr. Boyp. Senator, 1. being a country trial lawyer, always start 
my thinking in the courtroom "and then-think back. I think eventu- 
ally that the services will rush to the formula as a bargain. I do not 
know whether they can be persuaded any other way except in the 
courtroom, but I think that the future experience in cour ts is going to 
show that the formula is a floor, pretty much, under the'price. 

How can you say, when the military are now building a Capehart 
housing base, and if you compare the two and take into consideration 
the advance in construction costs, how can you say that the Wherry 
owner is not entitled to have his property considered at that value? 
You have an actual yardstick to measure it by. 

Mr. Carrer. But in the meantime, the W herry owner will have his 
money tied up in that project 3 or 4 or 5 years, perhaps, in litigation, 
and will be out of business, to all intents and purposes ? 

Mr. Boyp. That is right. That is certainly the practical’ side of 
it. The theoretical side has always been if the Government is acquir- 
ing property and the two cannot agree on the price, why, it is up to 
the court to settle the price. 

Senator Sparkman. All right. Is there anything further, Senator 
Payne? 

Senator Payne. No. 

Senator SparKMAN. ‘Thank you very much, gentlemen. 

Mr. Frank P. Flynn, Jr. +5 COC hairman of the legislative committee, 
Home Manufacturers Association. 

Will vou come around, Mr. Flynn? 


STATEMENT OF FRANK P. FLYNN, JR., COCHAIRMAN, LEGISLA- 
TIVE COMMITTEE, ACCOMPANIED BY PAT HARNESS, EXECUTIVE 
VICE PRESIDENT, HOME MANUFACTURERS ASSOCIATION 


Mr. Fryxn. Mr. Chairman and members of the committee ; “ name 
is Frank P. Flynn, Jr. I am president of National Homes Accept- 
ance Corporation, of Lafayette, Ind., and am testifying in behalf 
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of the Home Manufacturers Association as cochairman of our legis- 
lative committee. The Home Manufacturers Association is the new 
name of the former Prefabricated Home Manufacturers’ Institute. 
With me is Pat Harness, our executive vice president. 

The Home Manufacturers Association is composed of companies 
which produce the great bulk of prefabricated homes in the United 
States. Last year, while most types of construction experienced a 
7 to 10 percent fall off in volume, our industry produced over 93,000 
units, which was a drop of only 1 percent from 1956. We appreciate 
the opportunity to comment on the legislative proposals before this 
subcommittee. 

We are going to confine our statement to those legislative points 
with which we have had the most experience in the field. 

(1) We are in full agreement with the need for sufficient FHA 
insuring authorizations to keep the FHA in business for extended 
periods of time without running back to Congress every few months for 
additional authorizations. 

(2) Many of our companies are working with builders who have 
tried and are now trying to participate in the section. 221 relocation 
housing program. We hope the Congress will see fit to eliminate ‘the 
requirement that the community in which 221 housing is to be located 
must make a formal request that the section 221 program be made 
available. From our experience in the field, this requirement kills off 
more 221 proposed developments than any other. 

We endorse the proposal which would broaden the section 221 pro- 
gram so that rental housing could be produced under it by builders 
for profit. As you know, at present aie nonprofit organizations may 
sponsor section 221 rental housing. 

We feel strongly that the present $9,000, limitation on mortgage 
financing under section 221 is inadequate and suggest that the limita- 
tion should be raised to $10,000 in normal cost areas and from $10,000 
to $12,000 in high cost areas. 

In our opinion the Housing Act of 1958 should include provision 
for FHA to insure loans for subdivision development and for street 
and utility installations. Our observation is that one of the urgent 
needs for the future of housing is financing facilities for better planned 
community or subdivision programs. Without such financing resi- 
dential development will be seriously retarded. 

Improved land costs have risen higher and faster than any other 
element of total housing cost.: Much of the reason for such cost in- 
creases in improved land is attributable to lack of planning, the relative 
small scale, and the capital risk incident to large scale land improve- 
ment programs. A major service can be rendered to the more efficient 
and lower cost development of subdivision street and utility installa- 
tions by making FHA insurance available to loans necessary for the 
installation of such improvements. 

In this respect. we call your attention to the fact that the Nation’s 
inventory of unused improved building sites is almost entirely 
depleted ; a condition that is entirely different than when FHA was 
set up over 20 years ago. At that time, there were entirely too many 
such lots and the problem to be solved was to put unemployed men to 
work building homes on them. The success of the program in solving 
the problem is self-evident ; the lots are gone. 
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This situation is so alarming and is suddenly becoming so obvious 
in all parts of the country that it cerates a very serious threat to the 


success and survival of the small businessman-builder in the immediate , 


future; and by immediate we mean homebuilding in 1958. 
Unless the new program in some way provides a ‘channel for the 


small builder to develop land or purchase it on credit, homebuilding ‘ 


will very quickly become a monopoly of the relatively few well 


capitalized large land developers; and the healthy competition that : 


the small builders have given these large operators will cease to exist. 

You will recall that at that time, homebuilding was being stifled 
by the tight-monéy policy put into effect as an anti-inflation measure. 
This action shortly dried up the sources of mortgage money, especially 


since the interest rates on Government-insured loans were fixed at a’ 


level that, made them unattractive to lenders. As a result, the home- 
building industry felt the brunt of this sorry bit of economic planning. 


Today, with the rest of the economy sagging, the Government has’ 


turned to the housing industry to lead the recovery movement and we 
have already had a number of emer gency measures to stimulate home- 
building. 

But let me repeat that beyond these emergency measures lies the 


urgent need for a long-range housing program that will give greater’ 


stability to the conditions under which our ‘industry must operate. Of 
major importance is the need to make the interest rate on VA and 
FHA loans flexible. This would permit these rates. to adjust freely 
to market conditions without the need for legislative or administrative 
action. More important, it would prevent an occurrence of the trip- 
pling shortage of mortgage money with which we have had to cope 
as recently as s last year. 

It is true that credit is now in good supply but we should not be 
misled by that fact. What happens when the hoped for economic 
recovery sets in? More important, what happens when: the boom 

ears of the 1960’s arrive and ™r whole economy will be expanded? 

n both instances, home buyers will once again be in competition with 
other borrowers for available credit. And with fixed interest rates 
on Government-insured loans, home buyers are sure to be at a tre- 
mendous disadvantage. For once again in the competitive market 
for money, mortgage loans will lose their attractiveness to lenders and 
a large number of American families will be forced out of the housing: 
market. 

Not long ago, we were being told that there was an oversupply of, 
housing in 1 this country and that this was the reason sales were off as 
much as they were. It should be clear now to all that there is still a 
great mass market for homes in this country if we make it possible for 
the people to buy these homes. The recent actions by the Geena 
to make money available for mortgage financing and to ease the down- 
oe and monthly terms have brought back into the market the 
undreds of thousands of families who want and need homes. The 
demand has been demonstrated in the last month or so very 
dramatically. 

We appreciate the opportunity of expressing these views to the 
committee very much. 

Senator Sparkman. Thank you very much, Mr. Flynn. 
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Mr. Harkness, do you have anything to add ? 

Mr. Harkness. No, sir. 

Senator Payne? 

Senator Payne. I have no questions. 

Senator Sparkman. I think it is a very helpful statement. 

Let me ask you one thing: To what exent are prefabricated homes 
financed under conventional mortgages ¢ 

Mr. Friynn. I would think, ‘Senator Sparkman, the percentage 
would be under 10 percent, the reason chiefly being that the large pro- 
portion of prefabricated housing i is in the lower price range; ‘and in 
the lower price range, the large portion is financed by Government- 
insured mortgages. 

The method of solution of this urgent problem is not nearly as im- 
portant as the recognition of it. T ‘here are many ways that insured 
credit can be channeled into land development. Good credit tools 
already exist for financing the construction of a concrete foundation 
and there appears to be no good reason why they cannot be used to 
finance a concrete street. Both are an integral part of the finished 
home. 

We suggest the following approach as a possible solution to the 
problem. 

Provisions would me made for FHA to insure mortgage loans on 
land which is to be improved for residential use in accordance with 
a land development plan approved in advance by FHA’s land plan- 
ning division. Maximum loans could be insured which would not 
exceed 90 percent of the value of the land when fully developed, and 
loans could have a maximum term not to exceed 10 years. Individual 
lots would be released upon payment of 120 percent of the estimated 
value by FHA, and the rate on such mortgages would be the same as 
the rate on title 2, section 203 loans. 

In addition, we wish to repeat again this year our recommendation 
for a flexible interest rate on Government-insured home mortgage loans 
in order that these loans may compete with other seekers of long-term 
credit. We also feel that consideration might be given to 100 percent 
loans insured by FHA. The lengthening ‘of the term of FHA loans 
to 40 years and simplification of procedures under FHA by such 
methods as the certified agency plan which is being tried on a limited 
basis by FHA at the present time. 

Finally, legislation should be provided to create means for channel- 
ing more investment funds into home mortgages which will be neces- 
sary to satisfy the tremendous requirements for houses in the 1960’s 
which is being predicted by economists. This could be accomplished 
by expansion of the activities of the Federal National Mortgage As- 
sociation, particularly with reference to their issuance of debt obliga- 
tions secured by their mortgage portfolio. This latter step would 
serve to channel large amounts of funds into the homebuilding field 
from investors such as pension funds and trust funds, who are. reluc- 
tant to invest in mortgages but prefer to confine their activities to 
bonds and similar securities. 

It has been our observation that, for the most part, the problems that 
have confronted this industry during the past few years have been 
created by the insistence of government planners on using the housing 
industry as a buffer against boom or bust. 
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As early as November 1956, spokesmen for our industry warned 
against the perils involved in subjecting this major segment of the 
tion’s economy to such'treatment, stating that 


It would be sheer folly to regard any particular annual rate of homebuilding 
asoptimum. It would be even worse to regard homebuilding as a pump;priming 
operation that can be started and stopped at the turn of an economic trend * * * 
it should be clearly recognized that homebuilding is far to complex an operation 
to long endure this kind of manipulation. Such a shortsighted step would 
completely discourage the long-term planning that is Ppuner essential to the 
success and stability of the homebuilding industry. 


Senator Sparkman. FHA or VA? 

Mr. Fiynn. Yes, sir. 

- Senator SparkMAN. Thank you very much, géntlemen. We appre- 
ciate your presentation. 

Mr. Friynn. Thank you, Senator. 

Senator Sparkman. I have a letter from former Senator Scott W. 
Lucas, with reference to mobile homes, He has enclosed a short 
statement. Without objection, I will place his létter and statement | 
in the record at this point. 

(The letter and statement referred to follow :) 


WASHINGTON, D. C., May 16, 1958. 
Hon. JoHN SPARKMAN, 
United States Senate, 
Washington, D.C. 


DEAR: SENATOR SPARKMAN: I wanted to talk with you yesterday about, an 
amendment to the National Housing Act being supported by thé Mobile Homes 
Manufacturers Association and the Mobilehome Dealers National Association, 
and learned that you were out of town. . I theréfore discussed the matter briefly 
with Senator Capehart, who saw no objection in principle to the proposed amend- 
ment, and indicated that he would talk to you about the amendment. When I was 
told this morning that you were in a committee meeting, I spoke to John Horne, 
who suggested that I send you our proposal in time to reach you by Monday 
morning. 

I do not believe that there is any serious opposition to this minor amendment, 
which is so necessary to the industry. In fact, I believe that the attached 
justification for this amendment would make it unnecessary for my personal 
testimony in connection with the hearings your subcommittee is now holding, 
although, of course, there is no objection to the attachment appearing in‘ the 
printed hearings. 

With best wishes and kind personal regards, I am, 

Yours very sincerely, 
Scott W. Lucas. 


By virtue of the Housing Amendments of 1955, the Federal Housing Admin- 
istration was authorized (through an amendment to Section 207 of the Na- 
tional Housing Act) to insure loans made for the construction of trailer courts 
or parks. That law set a limitation on eligibility of insurance in the case of 
such trailer courts or.parks of not to exceed $1,000 per space of $300,000 per 
mortgage. 

Thereafter, the FHA issued regulations which confined the ratio of the 
insurable loan to estimated value after the improvements are completed to 60 
percent and which confined the term of the loan to 10 years. 

The 1955 act had many distinct benefits wholly apart from any FHA insured 
loans which were made under it. Not the least of these benefits was the 
December 16, 1955, ruling by the Comptroller of the Currency which held that 
trailer courts which conform to the Minimum Property Requirements for Mobile 
Home Courts, a regulation issued by the FHA, would be considered as “im- 
proved” real estate, and therefore eligible as: security for loans by -national 
banks. Another important benefit was. the wide promulgation of FHA’s Mini- 
mum, Property Requirements for Mobile Home Courts, with the result that 
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such minimum property requirements were used as guides by appropriate munici- 
pal officials in the preparation of their zoning codes applicable to mobile home 
parks. ae 

However, insofar as the direct insurance activities by FHA are concerned, 
the industry soon learned that the financial fraternity was reluctant to under- 
take any sizable investment in an undertaking as new as mobile home park 
financing, where the ratio of the insurable loan to the cost of improvements was 
as low as 60 percent and where the term of the loan was confined to 10 years, 
(It should be ‘mentioned here that the loan-to-value ratio of other housing under 
the same section of the National Housing Act is 90 percent and that the term 
of loan for other housing under the same section is such term as is satisfactory 
to the Commissioner, which has béen 30 years or more.) 

As a result, the Mobile Homes Manufacturers Association and the Mobile- 
home Dealers National Association, the two trade organizations which repre- 
sent the dominant segment of.the industry, called on FHA Commissioner Mason 
and presented strong arguments in support of an amendment of his regulations 
to permit the loan-to-value ratio to be as high as 75 percent and the term of 
the loan to be 15 years. After considerable study, which included a field survey, 
the FHA informed the industry that “Our study indicated that the recommended 
increase in loan-to-value ratio to 75 percent would be ineffective in view of the 
statutory maximum of $1,000 per space. It was found that the costs of pro- 
ducing a mobile home court were such that the statutory limit of $1,000 per 
space generally would not exceed 60 percent of value.” 

It is for this reason that the suggestion is made for the following amendment: 

Section 207 (c) of the National Housing Act is amended by striking out 
“$1,000” and “$300,000” in paragraph (3) and inserting in lieu of these figures 
“$1,500” and “$500,000.” 


Senator SparkMANn. We thought we might have one more witn 
but since we do not, the committee will stand in recess until 10 o’clock 
tomorrow morning. 

(Whereupon, at 11: 55 a. m., the subcommittee recessed until 10 a. m. 


the following day, Wednesday, May 21, 1958.) 
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WEDNESDAY, MAY 21, 1958 


Untrep Srares: SENATE, 
ComMmiTTre ON BANKING AND CURRENCY, 
SuscoMMITTEE on Hovustne, 
Washington, D. C. 


The subcommittee met, pursuant to recess, at 10:03 a, m., in room 


801, Senate Office Building, Senator Joseph S., Clark presiding. 
Present: Senators Sparkman, Fulbright, Clark, pes Beall. 
Also present: Senator McClellan. 
Senator CLarK. The subcommittee will be in order. ! 
Our first witness this morning is Dr. Lewis Webster Jones, the presi- 


- dent of Rutgers University, representing the American Council on 


Education. LBs 

Dr. Jones, would you come forward, please? Let me say how happy 
we are to have you here, Dr. Jones, and to put into the record a slight 
plug from the Commonwealth of Pennsylvania to the State of New 
Jersey, and my own great personal pleasure in seeing my colleague 
in Delaware River Valley affairs here to give us a hand on the college 
housing loan program, 

I know all my colleagues will be very much interested in reading 
your testimony, and I regret that prior claims of other business have 
resulted in so small a subcommittee session this morning, but.I can 
assure you that what you have to say will be given very careful con- 
sideration by all the committee. 

I see that you have a prepared statement here which is reasonably 


short. Would you like to read it? 


STATEMENT OF DR. LEWIS WEBSTER JONES, PRESIDENT, RUTGERS 


UNIVERSITY, REPRESENTING AMERICAN COUNCIL ON EDUCA- 
TION 


Dr. Jones. If that is your pleasure, Senator. 


I want to express great appreciation for your cordiality, and when 
we get the higher education problem solved we will go ahead and finish 
off the problems of the Delaware Basin. 

Senator Crark. If we had a little more higher education we would 

robably have a little better luck in solving the problems of the 
Salaiware Basin. 

I would suggest you just read your statement. If you do not mind 
I may interrupt from time to time. 

Dr. Jones. Thank you. 

Mr. Chairman, I am Lewis Webster Jones, president of Rutgers 
University. I am appearing as the chairman of the Committee on 
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Relationships of Higher Education to the Federal Government, of 
the American Council on Education. The Council membership in- 
cludes 140 educational organizations and 1,021 institutions, among 
them nearly all the accredited junior colleges, colleges, and universities 
in the United States. 

Mr. Chairman, we are asking that the college housing loan program, 
which has operated successfully on its present basis since 1955, be 
continued without essential change. Under this program, as of March 
31, 1958, the colleges had completed 138,000 living units to serve men 
and women students, student families, and a limited number of 
faculty members. In addition, funds as of that date had been reserved 
for 38,825 more units. 3 

While this total of approximately 177,000 living units serves less 
than 6 percent of the current college enrollment in the United States, 
these units represent an essential expansion on 650 campuses to meet 
the rising college enrollments of recent years. This expansion for the 
most part, we are confident, would not have occurred without the 
college housing loan program. 

When we consider how the impact of the space age has so vastly in- 
creased the demands upon education in this country during the last 
year, we realize how fortunate it is that the Congress recognized the 
need for a college housing loan program as far back as 1950, and re- 
vised it in 1955 to give us the program in its present high degree of 
effectiveness. It is clear that if the college housing program was a 
wisely conceived piece of Jegislation in 1950, it is doubly desirable 
under today’s pressures for a higher quality of education and for 
facilities to serve greater numbers of students. 

Last year the Commissioner of the Community Facilities Adminis- 
tration of the Housing and Home Finance Agency made the following 
forecast, and I quote him: 

I would like to point out that the need for student housing, which was intensi- 
fied during fiscal year 1956, has become even more acute during fiscal 1957, and 
will continue to mount during fiscal 1958. Moreover, with fiscal 1958 a special 
factor is introduced. The first bumper crop of war births came in 1942. In 
calendar 1960 these children will be 18 years of age. Thereafter in each suc- 
cessive year, another and larger group will reach college age. Since a dormitory 
will be ready for use in 1960 only if the application is filed in fiscal 1958, it is 
anticipated that the demand for loans in that year will equal or exceed that in 
either fiscal 1956 or 1957. 

Mr. Chairman, this forecast has proven to be accurate. The de- 
mand for these loans continues very strong. Reservations of funds in 
April alone were more than $25 million, leaving at the end of April an 
uncommitted authorization of less than $58 million, with 2 months still 
to go in this fiscal year. There is the definite prospect, therefore, that 
by the end of June nearly all, or all, of the total of $925 million 
presently authorized will have been committed. 

Since there is evidence that the demand for college housing in fiscal 
1959 will continue at least at the present rate, and perhaps at a higher 
rate, the American Council recommends that the authorized funds for 
the college housing loan program be increased by $300 million. We 
note that the administration has sponsored legislation providing an 
increase of $200 million, and has assumed that with a carryover of $25 
million this will mean a total in available funds of $225 million. 
Senator Fulbright has introduced legislation providing an increase of 





‘nsi- 


cial 

In 
suc- 
tory 
it is 
1t in 


de- 
sin 
lan 
still 
that 
lion 


seal 
yher 
for 

We 
yr an 
$25 


ion. 


xe of 


HOUSING ACT OF 1958 633 


$250 million, which with the anticipated $25 million carry-over would 
mean a total in available funds of $275 million. 

The Council’s recommendation of an increase of $300 million, which - 
is $100 million more than the administration’s proposal and $50 mil. . 
lion more than Senator Fulbright’s proposal, is based upon three 


- factors: 


(1) Our conviction that the need and the demand for college loans 
will continue to be strong. 

(2) The likelihood that the assumed $25 million carryover which 
has been anticipated will be sharply reduced. 

(3) Our recommendation that $50 million be added to the $100 mil- 
lion originally provided in 1955 for student dining: facilities, in- 
firmaries and other health facilities, which is now virtually expended. 

In explanation of this third point, Mr. Chairman, the members of 
our ‘committee are agreed that. there is a continuing and critical need 
for dining and health facilities in the colleges. A mistaken assunip- 
tion in some quarters has led to a recommendation that these facilities 
be eliminated from the program. We understand that other groups, 
including the Association of College Unions, are making’ strong 

resentations to your committee on the essential need for dining, 
fealth, and other service facilities. Since it is expected that the 
original $100 million ceiling on funds for this purpose will have been 
reached by June 30 of this year, and since failure to raise the ceiling 
would mean an end to this essential part of the college housing pro- 
gram, we urge the committee to provide $50 million in funds for this 
purpose by lifting the ceiling of $100 million to $150 million. 

It is important for us to note that the continued success of the col- 
lege housing loan program is heavily dependent upon the maintenance 
of the present interest rate formula, adopted in 1955. We are con- 
cerned that the administration bill, for the third straight year, pro- 
poses a new interest rate formula, which would have the effect of 
raising the interest cost to the colleges substantially. The rate in- 
crease would be approximately three-eighths of 1 percent. Such a 
change, we are convinced, would have the most serious implications 
for the college housing program. 

You may recall that in the Council’s testimony last year we cited 
the findings of the report, “Financing of College and University 
Permanent Student Housing,’ which had been prepared -for the 
American Council by Dean Arthur M. Weimer, of the School of 
Business, Indiana University, and his colleague, Prof. John D. Long. 

The Weimer report showed what happened when the college housing 
interest rate was reduced, effective August 1955, from 314 percent 
to 234 percent by adoption of the present formula. In the year prior 
to this reduction, when the rate was still 314 percent, there were only 
126 applications for loans totaling $98,655,000. In the year after 
the reduction to 234 percent there were 402 applications for loans 
totaling $429,709,000. 3 

Senator CiarK. Dr. Jones, do you not think some of that was due 
to the fact—I think I am right in saying—that during the earlier 
period the oe money rate was relatively low, whereas in the 
atter period we had gone into the tight money phase of monetary 
policy and it was a good deal higher? 

Dr. Jones. It may have been influenced by that, I have no doubt. 
I think that there was a pretty close competitive situation at that 
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point. But I think most of the studies show that the demand for 
these loan funds is highly elastic. 

Senator CiarK. This is perhaps as good a time as any to ask you , 
the question I am sure some of my colleagues would ask if they were | 
here. Why can the colleges not finance their construction needs on 
the private money market? 

Dr. Jones. Because the interest rates are very much higher. 

Senator Ciark. That is really the only reason, is it not? 

Dr. Jones. That is the real reason, surely. 

Senator Criark. Particularly now when money is easier? 

Dr. Jones. That is right. 

Senator Crark. You could get the private leans but you would 
have to pay an interest rate which from your point of view would 
make it too expensive? 

Dr. Jones. Yes. I am sure that if we did not have the college loan 
available we would have to pay 5 percent, as high as that, and this 
would increase enormously the cost to the student. 

_ Senator Ciark. Do you think it would curtail the program? 

Dr. Jones., Oh, I do, without any question. 

It seems reasonable to assume that if the reduction of one-half of 
1 percent brought such a rapid rise in demand for college housing 
loans. in 1955, an increase at this time of three-eighths of 1 percent 
might bring a comparable drop in applications. 

The Weimer report gives substance to this assumption by showing 
(table VIII-1) that if the interest rate under the college housing 
loan program were increased to as much as 314 percent, 68 percent 
of the colleges questioned thought it would be necessary to withdraw 
their applications for funds. 

It is reasonably clear, then, on the basis of what has happened 
in-the past and on what college officials say about their ability to 
pay in the future, that the effect of the proposed increase in interest 
rate would be to block much of the planned expansion of the col- 
leges to meet the student needs which were so well described by 
the housing official quoted, and which are admitted on every side. 

The primary basis of the demand for a change in the college 
housing interest rate is contained in the charge that the present 
interest rate formula involves a subsidy. The present formula, based 
on the average rate of interest on all Government securities, plus 
one-fourth of 1 percent for administration, was adopted by the Con- 
gress in’ 1955 as fair and equitable. We submit that clearly this 
formula provides no more subsidy in 1958 than it did in 1955. 

Senator Crark. Nevertheless, it does supply a subsidy, does it not? 

Dr. Jones. Well, I do not think so. As I am going to explain 
here in just a moment, these college loans are both long-term and 
short-term loans, and because of that characteristic—that is, you 
start paying back immediately—it seems to me that including the 
cost of: both the long- and short-term money is the proper standard 
to hold: forth. | 

I go on to this: One of, the arguments previously offered before 
the Congress, but rejécted, is that since the college loans are for 
40 years, their interest rate should be based on the average of Gov- 
ernment loans extending 15 years or more. This argument suffers 
from serious oversimplification. When the Treasury floats a long- 
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term bond issue, the entire load comes due at the maturity date. 
College housing loans are of a different type, resembling mortgages, 
in that portions of the principal are repaid at regular intervals 
before the final maturity date. In effect, therefore, these loans are 
combinations of loans of varying terms, some quite short. Hence, 
there is strong logical justification for the present formula, which 
ties the interest. rate to the average rate for all interest-bearing 
obligations of the United States, short and long. 

Senator CrarK. I would not advise pressing that argument too 
strongly, Dr. Jones. The first thing you know you will be assimilat- 
ing yourself with FHA and your interest rate will go up 2 or 3 
percent. That is the same kind of a mortgage, you know, a Govern- 
ment-insured mortgage, in terms of having the principal paid back 
over a period of years. Some of us would like to see that interest 
rate come down. We have not been able to succeed with our point. 
Iam afraid those who oppose this program would make the argument 
that if we are going to loan this money we should not. make it avail- 
able to colleges at any lower interest rate than GI’s or the average 
citizens have to pay for their insured loans. 

Of course, as you know, I am on your side of this. 

Dr. Jonrs. I know. 

Senator Crark. I am just pointing out the argument we have to 
meet within the committee and on the floor. 

Dr. Jones. Yes. 

The demand for a higher charge against the colleges has become 
more insistent with the general rise in interest rates since 1955. 
It is our position, however, that a temporary rise or fall in the 
general interest rate does nothing to destroy the validity of the pres- 
ent: interest rate formula, as can be demonstrated. 

Under the current formula the college program started out in 1955 
with a rate of 2.75 percent (2.50 plus .25) which was the minimum 
rate, or, in effect, a floor rate. Actually, however, if the rate had 
been based on calculation of the average rates of all Government se- 
curities at that time, it would have been only 2.601 percent (2.351 
plus .25). Thus, the colleges in 1955 were, in fact, paying an in- 
terest rate to the Government which afforded the Government a very 
small profit. 

If in 1956 and 1957 the general level of interest rates instead 
of going up had gone down, then the Government profit from the 
college loans would have increased, and I do not believe the colleges 
would have complained. 

As it happens, however, general interest rates went up, with the 
result that the average rate paid by the Government came up to 
the floor rate of 2.75 being paid by the colleges: and continued to 
rise. Under the formula now in use the college rate was adjusted to 
the rising average Government rate last July and was set at 3 per- 
cent, which was only fair, and the colleges did not complain. 

If on July 1 of this year the average Government rate shows a 
further increase, or a decrease, the college rate will again be ad- 
justed, and without complaint, for the formula is a fair reflection 
of what the Government is paying for its funds. 

Senator Ciark. Dr. Jones, I do not want to get, you off at this 
point into a philosophical discussion, but, personally, I would be pre- 
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‘pared to admit that there may well be a subsidy in the interest rate, 

rom where I sit, we ought to be making grants to you instead of 
smaking loans, so I would not be chagrined at the fact that maybe 
somebody could contend you were paying a subsidy. I think I: 
speak for a good many members of the Senate in saying the subsidy is 
not nearly high enough in the light of the overall need for higher edu- 
cation in, this country. 

Dr. Jones. Well, thank you very much, Senator. I am not afraid 
of subsidies at all, when it comes to financing colleges or universities, 

Senator CLark. You would like to convince some “doubting Thom- 
ases” that this is really very sound financial footwork? 

Dr. Jones. That is right. But I think it is a fairly reasonable argu- 
ment too that we are making here that really there is no loss to the 
taxpayer. And it happens that you can do this on dormitories and 
feeding facilities and.so forth where you cannot do it on classrooms 
and febeeitiaial and these other things which are so greatly needed. 

Senator Crark. Now, expand on that a little bit. Why can you not 
do it with classrooms and laboratories? Is it not just a fiction that 
you have a form of return in the lodging rate which the student pays? 
As a matter of fact, you are not really in any different shape with 
respect to these dormitory loans than you would be if you had a loan 
for a classroom, are you 4 

Dr. Jones. Well, your student tuition and fees are not large enough 
to cover amortization of those facilities. You see, in this country the 
student does pay a larger proportion of the cost of education, I believe, 
than in any other major country in the world, but, still, with all our 
tuition and fees, we meet only a fraction of the real cost. 

Senator Crark. Oh, I am sure that is true. I think it is admitted. 
But why does that help you in an argument that you should finance 
dormitories and hurt you in an argument that you should finance 
laboratories? That is the point I have never been able to understand. 

Dr. Jongs. Well, it is simply that in the case of dormitories you have 
— income for lodging. 

nator Crark. Yes, but that is largely a fiction of internal book- 
keeping, is it not ? 

Dr. Jones. Well, we try to make that distinction in our budget. 
This is current practice, that we have the educational budget and 
then we have the —— 

Senator Crark. I think it is perhaps useful in getting the program 
started. I suggest it has outlived its usefulness. 

Dr. Jones. Well, I wish all the Senators, and particularly the State 
legislatures, were of your mind in this matter, Senator. 

We have noted also, Mr. Chairman, that the administration proposes 
to amend section 401 (a) of the Housing Act of 1950 under which no 
lien shall be made unless the educational institution shows that it is 
unable to secure the necessary funds for such construction from other 
sources upon terms and conditions equally as favorable as the terms 
and conditions applicable to loans under this title. The administra- 
tion bill would permit the housing administrator to withhold a loan 
if private financing is available on terms and conditions which he 
considers reasonable. It is our feeling that this new wording would 
tend to move the making of a decison on whether to grant a college 
loan out from the realm of clear and legal determination into the realm 
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of personal judgment and possible bias. Under this proposal, a Fed- 
eral loan might be refused even if the offer from a private lending 
source were at a rate much higher than the Federal interest rate. 
We recommend, therefore, that the present language, including the 
key phrase, “equally as favorable,” be retained in the bill. 

anaion Cxark. Senator McClellan is going to join us for a mo- 
ment or two, and I am sure the witness would like to say hello to 
him. We will interrupt for a moment. 

Will you please just go ahead, Dr. Jones? 

Dr. Jones. Sections 505 through 509 of the administration bill 
present a new program of Federal guaranties of taxable bonds of 
educational institutions to aid in financing housing and other educa- 
tional facilities. This is designed primarily to help the private in- 
stitutions, since the income from bonds of public institutions is gen- 
erally exempt from Federal taxation. After inquiry, the Council’s 
Committee on Relationships of High Education to the Federal Gov- 
ernment discovered that few institutions believed this proposal would 
be of benefit. The committee, therefore, decided not to endorse the 
proposal. 

Mr. Chairman, we submit that Federal funds going into the college 
housing program are a prime investment in the future of the Nation. 
The plan is building the dormitories for our young men and women 
who will hold the positions of trust tomorrow, yet it costs the tax- 
payer nothing. 

Here is the point we argued a moment ago. 

Senator Ciark. Yes. 

Dr. Jones. And I think it depends, like all arguments, on what 
assumptions you make about it. But I do think we have a pretty 
good case here. 

We urge the committee to maintain the present program with its 
equitable interest. rate formula, and to authorize the additional funds 
necessary to keep this excellent program in effective operation. 

You see, the mores of the academic community, of academic finance, 
really make this decision, and it has proved to be, pragmatically, 
a pretty useful distinction to be made. 

The use of Federal loans for the financing of academic buildings 
has been suggested from several sources, and we understand several 
bills designed to provide this additional program are before your 
committee. And we are certainly grateful to you, Senator, for the 
cooperation you have given in working with the American council 
on these measures. 

Senator Crark. Thank you for those kind words. I would like 
to point out for the record that while the principal bill you refer to 
happens to bear my name, it is cosponsored by Senator Fulbright, 
the chairman of this committee, and Senator Hill, the chairman of 
the Labor and Public Welfare Committee. I think it has some fairly 
substantial support, and that is why I am interested in hearing what 
you have to say about it. 

Dr. Jones. The council’s committee is on record as approving the 
policy of Federal loans for academic facilities, but also as strongly 
recommending that any such program be kept separate from the 
college housing loan program. It is our understanding that this is 
one of the prime objectives of S, 3713, introduced by you, Senator, 
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and 15 other Senators, which adds to the basic housing bill an entirely 
new section entitled “Loans for Classroom Buildings and Other 
Academic Facilities.” This bill, which has companion legislation in 
H. R. 12327, introduced by Representative Addonizio, would provide 
$250 million for loans for academic facilities, on essentially the same 
basis as college housing loans. We wish to testify that with the pros- 
pect of a doubled college enrollment by 1970 there is serious need for 
this type of assistance. With your permission, Mr. Chairman, I 
should like to offer for inclusion in the record an excerpt from pre- 
vious testimony on this point presented for the council by Dr. J. B. 
Culpepper, of Tallahassee, Fla., executive director of the Board of 
ontrol for Florida State Institutions of Higher Learning. 
Senator Ciark. The excerpt referred to by the witness which is 
attached to his statement will appear in the record at this point. 
(The excerpt referred to follows :) 


ExcerPT FrRoM TESTIMONY ON PROPOSED LEGISLATION AFFECTING HIGHER 
EDUCATION 


By J. B. Culpepper, Executive Director, Board of Control, State Institutions of 
Higher Learning, Florida 


The demand for higher education from qualified prospective students is 
expected to double by 1970—from approximately 3 million now enrolled to 
6 million who will desire enrollment in little more than a decade. There is 
certainly reason to be concerned about the quality of some of the instruction 
in-our colleges and universities today. No segment of the population has been 
concerned about this matter longer or more seriously than college teachers and 
administrators themselves. Helpful measures taken by the Federal Govern- 
ment will be welcome. 

But the fear that really disturbs us is the prospect that unless drastic action 
is taken, and taken soon, we shall have in 1970 nearly 2 million high school 
graduates ready for higher education for whom no opportunity will exist, be 
cause of lack of classrooms or laboratories for them. When we think of the 
loss to the Nation because of this undeveloped talent, including talent for science, 
engineering, and foreign languages, the prospect becomes one of critical 
importance. 

What do we need in order to expand our facilities, including both enlargement 
of existing institutions and creation of new institutions, in the next decade? 
The latest estimate of the United States Office of Education, based on the pre 
liminary report of the college and university facilities survey for 1951-55, is 
that the cost, on a conservative basis, will be $18 billion. Accordingly, in order 
to keep abreast of the most urgent needs, we must spend nearly $2 billion a 
year for the next decade. 

The survey shows that expenditures for facilities are now averaging only 
$750 million a year. If this rate continues, there will be a deficit in needed 
capital outlay of $10.5 billion by 1968, meaning that we will have provided 
accommodations for little niore than a third of the 3 million additional students 
anticipated. 

It is not our contention that the Federal Government should supply $2 billion 
a. year for college and university facilities, although there are those among us 
who suspect that the expenditure would accomplish more for the benefit of the 
American people than the construction or renovation of post offices. We do 
believe, however, that the President’s Committee on Education Beyond the 
High School was'right when it concluded that if the job is to be done, it will 
eall for concerted efforts on. the part of all sources of support, including Federal 
support. 

The Federal college housing loan program has demonstrated that if Govern- 
ment assistance is offered under proper conditions, a substantial contribution 
can be made to the solution of the problem which at the same time stimulates 
a greater flow of capital from other sources. 
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Dr. Jones. Thank you. We are extremely grateful to you for per- 
mitting us to appear. 

Senator Ciark. Thank you very much, Dr. Jones. 

_ If you do not mind, I would like to ask you a couple of questions. 

. In the course of the administration of this college housing loan pro- 
gram, have you seen any indication of a tendency toward Federal con- 
trol of education at the college level ¢ 

Dr. Jones. I have seen no tendency whatsoever. 

Senator Ciark. Would you anticipate that if the program were 
expanded, or, rather, if a separate program to provide for loans for 
academic facilities were undertaken, that that would involve a threat 
of Federal control of education 4 

Dr. Jonus. No. I see no threat of Federal control of education by 
this measure you speak of. 

Senator CLark. Would you say that your colleagues in a rather 
large majority are in accord with you? 

Dr. Jones. Yes. 1 am quite sure that my colleagues in the Ameri- 
can Council on Education—now, I cannot speak, of course, for the 
entire American council, but this is the predominant sentiment. 

Senator Ciark. | think almost everybody is in accord that. we are 
confronting a very real crisis in higher education in America today, 
a crisis which existed long before Sputnik and which Sputnik only 
tended to dramatize. 

Dr. Jones. That is right. 

Senator Ciark. And in dealing with that crisis, it is essential that 
we consider priorities. It seems highly unlikely that as far as the 
Federal Government is concerned it can provide the funds necessary 
to completely solve the crisis. 

As I see it, there are three priorities. I am going to state them and 
ask you to give us the benefit of your judgment as to the order in 
which they should be met. 

The first is to provide a program of financed scholarships. I say 
the first in the order in which I list them, not necessarily first in order 
of priority. 

Dr. Jones. Yes. 

Senator Crark. The first would be to provide a system of financed 
scholarships to be sure that every bright American boy and girl who 
had the inherent capability would not be denied a college education 
for financial reasons. 

The second is the rehabilitation of the teaching profession so as to 
give it a status of greater dignity, one aspect of which pretty clearly 
would be higher salaries. 

The third is the provision of needed bricks and mortar for dormi- 
tories, classrooms, laboratories, and the like. 

In what order would you rate those priorities so far as seeking as- 
sistance from the Federal Government is concerned ? 

If you do not want to answer it, do not answer it. 

Dr. Jones. Well, Senator, those are excellent questions which show 
that you have done some real thinking on the needs of higher 
education. 

As an individual I can answer this. I cannot speak for the educa- 
tional associations. But it is difficult to distinguish between the last 
two because I think that our needs for additional facilities and our 
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needs for higher compensation for the faculty are on about an equal 
priority. 

Santor Cuarx. And both come ahead of the need for scholarships? 

Dr. Jones. And I would put both of them ahead of the need for 
scholarships. | 

Senator CiarK. So would I. 

Dr. Jones. The reason I would do that is because all our experience 
has shown that in States which have full provision for higher edu- 
cation at a reasonably low cost, a larger proportion of the young 
people go to college. Asa way of helping talented students, the avail- 
ability of educational opportunity close at hand is the best way you 
can possibly help him. 

Moreover, in our public institutions and others we have one of the 
most elaborate systems of scholarships in the country by the fact that 
we do not charge—rather, that we charge only a small fraction of the 
cost, and that is all in the nature of a scholarship, if you think of it. 

I think that the latter two points do definitely take priority over 
scholarships, even in aid to the student to give him greater 
opportunity. 

enator CiarK. Would you agree that as a practical matter it is 
pretty hard to run an institution of higher education on the basis of 
Mark Hopkins on one end of a log and a student on the other ? 

Dr. Jones. Yes. I am fed up with Mark Hopkins and the log at 
this point. He is antedated. 

I happen to know John’s grandson, and I have told him that I was 
going to do a lecture on the line of “to hell with Mark Hopkins,” and 

e did not object to that too much. 

Senator Ciark. I would even suggest that if you had the student 
coming to the end of a log from a well-housed dormitory built with 
Federal funds it would not do him much good if there was not a 
chemical laboratory or a library somewhere near to which he had 
access. 

Dr. Jones. Yes. That is precisely right. What we have to come 
to terms with is the enormously increased knowledge. 

Senator Ciark. Enormously what? 

Dr. Jones. Increased knowledge. We are going through a popula- 
tion revolution, a technological revolution, but also a tremendous 
revolution just in the amount of knowledge. It is absolutely im- 
possible to teach contemporary science without laboratories and fa- 
cilities. It is impossible to carry on a good program of any kind 
of education without adequate libraries. 

Senator Crark. And TV is not going to solve it, is it? 

Dr. Jones. No; TV is not going tosolve it. It may help. 

Senator Crark. Let me ask you one final question. Do you see 
any constitutional or moral objections of any real basis to making 
this college loan program available to private as well as to public 
institutions? Are you worried about the separation between church 
and state in connection with this problem ? 

Dr. Jones. No; Iam not. You see, the whole genius of the Ameri- 
can system of higher education is its diversity. We have colleges 
to suit different peoples. It is a part of the diversity of American 
life and American culture. It is a pluralistic concept. I think that 
we need to aid all types of institutions. 


m- 


HOUSING ACT OF 1958 641 


« Senator CrarKk. And you would say that if it is perfectly legitimate 
to help finance a dormitory for a Baptist or a Catholic college it is 
equally legitimate to finance a laboratory for the same college? 

' Dr. Jones. Yes; I would say so. 

‘Sénator Ciark. Thank you very much, Dr. Jones. You have cer- 
tainly helped my side of the case. 

Dr. Jones. Well, thank you. 

Senator Ciarx. Our next witness is the Reverend Edward B. Bunn 
president, Georgetown University, representing the Association ‘of 
American Colleges. 

‘We aré so happy to have you here, sir. We look forward to your 
testimony: 

‘I would like to state for the record and to all of those who are 
here Senator Fulbright has sent me a note regretting he is not able 
to be here particularly to hear President Jones, who is the former 

resident of the University of Arkansas, and President Caldwell, who 
is the present president. Unfortunately, he, as well as Senator Spark- 
man and Senator Capehart, who are members of this subcommittee, is 
attending a very important meeting of the Foreign Relations Com- 
mittee and cannot be here this morning. 

They ask me to convey their regrets. 

Would you please proceed, sir, with your written statement ? 


STATEMENT OF REV. EDWARD B. BUNN, S. J., PRESIDENT, GEORGE- 
TOWN UNIVERSITY, REPRESENTING ASSOCIATION OF AMERICAN 
COLLEGES 


Father Bunn. I am Edward B. Bunn, S. J., president of George- 
town University in Washington, D. C., and a member of the com- 
mission on legislation of the Association of American Colleges. I 
am authorized, therefore, in that capacity, to present to you the views 
of the association as a national organization of the colleges of liberal 
arts and sciences on the prepessd amendments of the law relating 
to the college housing program. We are grateful for this privilege 
of appearing before you. 

The Association of American Colleges has a membership of 760 
colleges and universities, or 95 percent of all the accredited institu- 
tions offering undergraduate degrees in the liberal arts and sciences. 
It comprises every type of liberal arts college, large and small, public 
supported and privacdly endowed, church related and secular. The 
most typical member, however, is the private college with between 
500 and 1,000 students. 

Senator Crark. Coud you tell us how your organization ties in to 
the American Council on Education, if at all? 

Father Bunn. Our organization is an organization for the high 
administrative officials of these colleges. It is not an accrediting 
organization, just as the American council is not. We are a con- 
stituent member of the American council. 

Senator Ciarx. Certain overlapping membership possibly ? 

Father Bunn. Oh, yes. Very definitely. 

The proportion of our membership who have made use of our col- 
lege housing program is probably about two-thirds. This is true, 
regardless of the type of institution, but the program has been par- 
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ticularly helpful to private colleges. They are willing to make loans 
in the open market and occasionally do so. As a general rule, how- 
ever, the fact that their bonds are not tax-exempt and that their 
credit rests on a narrower basis than that of the larger institutions 
rules out the possibility of private loans except at a prohibitive rate 
of interest. 

Senator Crarx. Is it not generally true too, sir, that most of these 
colleges do not have large enough or rich enough alumni bodies to 
make it feasible to raise all the money you need from that source? 

Father Bunn. Very definitely. 

I tried personally to raise a loan for a nursing dormitory back in 
1954, and I could not get any proper rates at all. 

It is no exaggeration to say that without the Federal loans these 
colleges would not be able to meet the demand of the increasing 
number of students that seek higher education, and we know the de- 
mand that is in the future. 

Our association is opposed to the amendments of the existing law 
which are‘embodied in title V of S. 3399 which would have the gen- 
eral effect of making it harder for our members to obtain Federal 
loans. 

The views of our association are expressed in the following 
resolution : 

Be it resolved, That the association record its conviction that the College 
Housing Program has played an indispensable part in enabling our colleges and 
universities to meet the increasing demands made upon them in recent years, 
its gratitude for the action taken in the first session of the 85th Congress to 
increase the funds available for the program and to maintain the present inter- 
est formula, and its earnest hope that the Congress will continue to preserve 
the terms established by the existing law for the colleges and universities to 
obtain housing loans. 

I would like to say a word about one particular provision which 
appears for the first time in this bill and which is evidently directed 
to the special problems of the small private colleges. I refer to the 
provisions proposed in section 405 for taxable bonds of educational 
‘institutions up to an overall total of $100 million to be guaranteed 
by the Federal Government under debt service guaranty contracts. 
We do not object to this provision in principle, but we are extremely 
skeptical about its practical value. 

A comprehensive study of college housing finance carried out just 
over a year ago by the American Council on Education showed that 
very few private investors would be interested in the bonds of private 
educational institutions at an interest rate of less than 5 percent. 

So wide a gap can hardly be closed by any device for making college 
bonds more attractive to private investors except in a few individual 
cases where unusually favorable circumstances would enable the in- 
stitution to raise a private loan in any case. The gap will certainly 
not be closed merely by a Federal guarantee against default. To my 
knowledge, there have not been any defaults on college housing loans, 
public or private. 

Senator Crark. I think your argument is buttressed by our experi- 
ence with the FHA and VA programs where the Federal guaranty 
has certainly not resulted in decreasing the interest rate to anything 
like what you are paying under the present college program. 

Father Bunn. That is right. 
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In these circumstances, we are afraid that section 405 would just 
establish a further procedure for our colleges to go through—one 
more hurdle to be surmounted—before they could obtain loans and 
get on with the job of providing needed facilities for their students. 

We are content with the college housing program as it stands. It 
enables our colleges to borrow on terms which they can meet—and 
this is important—without an unreasonable increase in their charges 
which at the same time are elastic enough to give fair protection to the 
Federal taxpayer. 

All we ask is that, with such additions to the fund as are needed 
to meet reasonable demands on it, the program be continued in its 
present form. 

Senator CiarK. Father, do you have any views either personally, 
or does your association have any views, as to the desirability of 
extending the college housing program so as to make it available for 
the construction of alboratories, libraries, classrooms, and the like? 

Father Bunn. I do not think the members of our Association—L 
think the members of our Association would favor loans for that 
purpose. I am not sure whether they would favor grants. 

Senator Crark. The present bills only have to do with loans. 

Father Bunn. Loans, yes. 

Senator CirarK. Would you be concerned about any possibility of 
Federal control of education if such a program were adopted? 

Father Bunn. No, I do not see any difficulty about Federal control. 

Senator Ciark. Have you seen any such difficulty so far as the 
present program is concerned ? 

Father Bunn. None whatever. Not in the least. 

Senator Ciark. Thank you very much, Father. 

So that the college witnesses may appear together, we will ask 
Mr. Caldwell, representing the American Association of Land-Grant 
Colleges to come forward next. I should have said President Caldwell 
of the University of Arkansas. We are very happy to welcome you 
here, President Caldwell, and look forward to hearing your testimony. 


STATEMENT OF JOHN T. CALDWELL, PRESIDENT, THE UNIVERSITY 
OF ARKANSAS, REPRESENTING THE AMERICAN ASSOCIATION OF 
LAND-GRANT COLLEGES AND STATE UNIVERSITIES, AND THE 
STATE UNIVERSITIES ASSOCIATION 


Mr. Catpwetu. Thank you. 

Senator Crark. I think you can just proceed to read your statement. 
If there is any part of it you want to skip over more lightly, please 
feel free to do so. 

Mr. Catpwe tt. I appreciate that. There would be some repetition 
in the points of view expressed here, some that I will repeat as a 
matter of emphasis. 

Senator Ciark. Why do we not just put your statement in the 
record in full at the end of your remarks and then ask you to em- 
phasize those parts you would like to call particularly to our attention. 

Mr. Catpwe.t. I shall do so. 

Mr. Catowetu. For the record, my name is John T, Caldwell, and 
Iam president of the University of Arkansas. I am here today repre- 
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senting the American Association of Land-Grant Colleges and State 
Universities and the State Universities Association. 
The State Universities Association has 24 members, the nonland- 
nt State universities. The Land-Grant Association has 70 mem- 
rs, of which 68 are land-grant institutions—State colleges or uni- 
versities for the most part. The combined nonduplicating member- 
ship of the two associations is 93 colleges and universities, which enroll 
more than 25 percent of all students in degree-granting institutions 
in this country. 

My testimony today is on three pieces of legislation before your 
subcommittee, all affecting the college housing loan program. They 
are S. 3213 by Senator Fulbright, title II of S. 3399 by Senator Cape- 
hart, and S. 3713 by yourself and others, your bill dealing with aca- 
demic facilities, ind i will leave it to the latter part of my testimony. 
You may wish to ask some questions on that too. 

I want to emphasize that the testimony of our association is directed 
toward the human element as more than just the matter of dollars 
and cents in their barest and simplest form. We are talking about 
whether thousands of young men and women will be able to go to 
college or not, either in terms of places to live, or places to live at 
prices which they can afford to pay. 

The college housing loan program has made a tremendous contribu- 
tion to the expansion of college housing—much more than that repre- 
sented by the actual volume of loans. Its very availability has inter- 
ested those responsible for private lending in the possibility of long- 
term loans—in which they have had little interest before. And it 
has tended to keep private interest rates competitive. 

S. 3213 proposed to increase the total limitation on loans under 
the college housing loan program by $250 million, to a total of $1,175 
million, and make no substantive changes in the present legislation. 
The position of our association is that the total authorization should 
be increased by $325 million, Mr. Chairman, rather than $250 million. 

Without going into a great many details on that, I would say that 
that additional $75 million we are talking about would represent an 
increase of $50 million in that portion of the program which is ear- 
marked for auxiliary enterprises, dining rooms, student unions, 
infirmaries, and the hke. As a matter of fact, it seems very clear to 
us that the very purpose of the whole legislation to provide for the 
increased housing of additional students implies the making of pro- 
vision for these additional facilities, and we do not believe $100 
million, which will be exhausted very shortly, sufficient. It ought 
to be increased by $50 million. 

Then, the additional $25 million which is over and above what 
you may have heard in the preceding testimony here reflects the fact 
that, whereas administratively the Bureau of the Budget and the ad- 
ministration had held out $25 million in this present fiscal year, it has 
now been restored. It will be used up and therefore will not be 
carried over into the next fiscal year. 

Senator CrarK. You are pretty sure it will be used up? 

Mr. Catpwe.t. Well, we feel it will. There is every indication it 
tos be used up. The University of Arkansas will be using up part 
of it. 

Now, that will mean an increased authorization of $75 million over 
the legislative proposal here of $250 million to make a total increase 
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of $325 million. I do not believe I need to dwell on that any further, 
Mr. Chairman. The case is pretty much made by the facts of the need. 

Now, title V of S. 3399 proposes several changes in the college hous- 
ing loan program, which has proved very successful and useful in 
meeting increased needs. We believe the changes proposed in title V 
of S. 3399 taken as a group would make the program less useful for all 
colleges and universities and might conceivably destroy its effectiveness 
almost entirely as far as many of us are concerned. 

Section 501 of that title V ene that the Administrator of the 
college housing program would not be required to make a direct Joan 
to an educational institution “unless he determines that private financ- 
ing is not available to it under terms and conditions which he con- 
siders reasonable and consistent with the purposes of the college 
housing law.” 

Mr. Chairman, enactment of this provision would change the college 
housing loan program from a basis clearly defined by Congress into 
dependence for its effectiveness on the personal views of the Admin- 
istrator and officials of the Bureau of the Budget and the Treasury. 

Senator Ciark. I think you know we have had this proposed change 
up several times in the Senate in the last 2 years. 

Mr. CaLpweEL. Yes, sir. 

Senator Ciark. So far we have been able to beat it back. 

Mr. Catpwetu. You have declined to change it, and this has been 
much appreciated by the association. 

Senator Crark. I had hoped we would not buy it this time. 

Mr. Catpwetu. Yes. 

The present law very clearly calls for a minimum charge of 2.75 
percent in interest rate, and beyond that the law prescribes a formula 
which constitutes both a floor and a ceiling for a Federal loan to an 
institution which qualifies. 

The proposal is that the formula be changed so as to raise the in- 
terest rate and then leave it to the Administrator whether or not a 
eollege can get a Joan at a higher rate, which we feel is quite disad- 
vantageous. 

Our colleges and universities have great respect for those charged 
with the administration of the college housing loan program. We 
would like that to be clear. But, frankly, we do not wish to leave to 
the Administrator the decision as to whether or not a college will be 
denied a Federal loan on the ground that it can get one some place else 
which the Administrator considers as reasonable and consistent with 

the purposes of the College Housing Act. 

Senator Crark. I hope you do not have to labor that point. You 
certainly made it very clearly in your statement. 

Mr. Catpwetu. Yes,sir. I think I can skip over that. I believe the 
point has been made very clearly there. 

With respect to section 504 of title V, that has been dealt with in the 
testimony that President Jones gave you this morning and I do not 
feel that that ought to be labored really. The question of the interest 
rate formula 

Senator Crarx. I think you are right about that. I see you have 
made that point very ear as have the other witnesses. 

Mr. CatpweE... It is in the record here. The point is made, and it 
has been presented to you previously today. 

25834—58——42 
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Senator Criark. I think the committee is very alert to the problem, 

Mr. Catpwetu. Yes, sir. 

Senator Cuark. And we are happy to have your support for those 
of us who agree with you. 

. CaLpwELL. May I add one specific point in support of our point 
of view for the lower interest rate. Assuming a $5,000 cost per student 
in the construction of a given facility on a 30-year loan, the cost to the 
student would be about $20 a year more under the proposed formula 
than it is now. Any of these increased charges falls directly upon 
the students living in the facilities. It is our purpose to keep these 
costs low. 

Senator Crark. Do you think this increase would seriously affect 
the ability of any students to go to college ? 

Mr. Catpwetu. There is a cutting line, Mr. Chairman, at which 
many a student'makes.a decision to go or not to go and to take advan- 
tage of an educational opportunity. 

Now, we refer in our testimony here to sections 505 through 509, 
which provide for a new program of Federal guaranties of taxable 
bonds of educational institutions, and from the viewpoint of our 
association this would be of no particular value. We are informed 
that the nonpublic institutions feel that the program would be of little 
value to them. 

Senator Ciark. I think it is very interesting, and I would like to 
emphasize for the record, for those who read it later, that not a 
single one of the academic witnesses who have appeared before this 
committee has shown the slightest interest in this proposal of the 
administration. 

Mr. Catpweu. Yes, sir. That is correct as far as we know, too. 

Now we come to your bill, S. 3713, which provides for an amendment 
to the college housing loan program, but in a separate section, to start 
a program of loans to colleges and universities for construction of 
classrooms and laboratories and other nonhousing facilities. Au- 
thorization for this program initially would be up to $250 million. 

There is no question but that our colleges and universities urgently 
need help in providing nonhousing facilities. Since classrooms and 
laboratories are nonrevenue-producing, many college and university 
presidents ‘are hesitant about entering into loan arrangements for 
them at all: They are fearful that the result may be still another 
increase in charges to students who already pay more of the total cost 
of their education than in any other major country of the world. 

However, experience has shown that other methods of financing 
amortization can be used than saddling the cost on the students, al- 
though those other means are quite limited and not sufficient at all 
to meet it. 

Senator Crarx. In point of fact, if you cannot get a grant from the 
Federal Government and a few of your group are opposed to loans 
and you have no rich alumni bodies and your States are pretty well 
broke, how are you going to get these facilities ? 

Mr. Catpwe. Well, as far as the public institutions are concerned, 
they would depend upon legislative appropriations of their States. 
But I was wanting to get to this sentence to say that the executive 
committee of the Association of Land-Grant Colleges and State Uni- 
versities is inclined to favor this provision, while the State Univer- 
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sities Association would prefer to study its implications a little bit 
further before taking a position. 

Senator CuarxK. I am sure if some of my friends on the right side 
of the table were here they would ask you to spell out for the record 
why the State Universities Association is, shall we say, dubious. I 
want to be fair, to be sure all the arguments for and against appear 
in the record; since none of them are here this morning, I think it 
is only fair to ask that question. E23 

Mr. Cautpwe.t. I think I would have to put it this way, Senator: 
Generally speaking, the presidents of the institutions I represent 
would prefer not to lay upon students the burden of financing libra- 
ries, classroom buildings, and laboratories. Now, we feel that they 
ought to be financed from some other source. 

enator CLtarK. Namely, grants? 

Mr. Catpwe tu. I beg your pardon ? 

Senator Crark. Namely, grants? 

Mr. CaLpweEty. Yes. 

Senator Ciark. Are not those grants going to have to come in 
large part from some unit of government? 

Mr. CaLpweLu. Yes, sir. As far as the public institutions are con- 
cerned, they would ordinarily come from the States. 

Senator CLark. With respect to private institutions, it is pretty 
difficult to get governmental grants and, if you bring it right on top 
of the table, with the church-state problem, with respect to: religious 
institutions, I am wondering whether you feel, President Caldwell, 
that the State of Arkansas is going to be able to dig deep enough 
down into its pocket to give you the legislative grants you need, to 
give you the facilities I know you need, and that you think you have 
to have. 

Mr. Catpwett. The evidence is right now that they are not. But 
I wanted to say that I believe that any reluctance on the part of the 

residents to endorse this method is that the very existence of this 
Federal loan program for these nonrevenue-producing facilities might 
encourage some of our State legislatures not to do the job that they 
ought to be doing, and, therefore, as a result, we would have to saddle 
the students with additional charges to finance the academic build- 
ings on the campus. 

ow, we are doing that to some extent on our own campus right 
now. 

Senator Ciarx. The view of those who oppose this loan program 
then would be that if it were adopted it would get in their way in 
monn, eager grants from either their tax-levying bodies or their 
alumni 

Mr. Catpwe.u. I am certain that that is part of the reluctance, part 


of the reason. 


Senator Ciarx. That, of course, is a question of judgment. 

Mr. Catpwett. That is correct. 

Senator Ciark. It also involves the willingness of State legislatures 
to measure up to the educational needs. It involves a question of the 
inherent wealth of the particular State. And, as far as the private 
institutions are concerned, it involves giving up pretty much, I would 


think. 
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Mr. Catpwetu. Exactly. But assuming that the other sources’ 
might not be available, I must say that the very existence of a low- 
interest rate Federal loan for these purposes might be very welcome 
indeed. 

Senator Ciark. Thank you very much, sir. u 

Mr. Catpwe wt. I think that is all I have to say, Mr. Chairman: 
Thank you so much for hearing me. 

Senator Cuargk. Thank you very much, President Caldwell. It 
has been a pleasure to have you before the committee. 

(Mr. Caldwell’s prepared statement follows :) 


STATEMENT OF JOHN T. CALDWELL, PRESIDENT, UNIVERSITY OF ARKANSAS, ON 
BEHALF OF THE AMERICAN ASSOCIATION OF LAND-GRANT COLLEGES AND STATE, 
UNIVERSITIES AND THE STATE UNIVERSITIES ASSOCIATION 


Mr. Chairman, and members of the committee, my name is John T. Caldwell, 
and I am president of The University of Arkansas at Fayetteville, Ark. 1 am 
here today representing both the American Association of Land-Grant Colleges 
and State Universities and the State Universities Association. 

The State Universities Association has 24 members, the nonland-grant State 
universities. The Land-Grant Association has 70 members, of which 68 are 
land-grant institutions—State colleges or universities for the most part. The 
combined nonduplicating membership of the two associations is 93 colleges 
and universities, which enroll more than 25 percent of all students in degree- 
granting institutions in this country. 


My testimony today is on three pieces of legislation before your subcommittee; 


all affecting the college housing program. These are S. 3213, by Senator Ful- 
bright; title II of S. 3399 by Senator Capehart; and 8S. 3713 by Senator Clark 
and others. Senator Clark’s bill deals with academic facilities, and I will leave 
its discussion to the last part of my testimony. 

Before starting any detailed discussion of the provisions of these bills, I want 
to emphasize that while we talk in terms of interest rates and the like, the 
real effect of what is done must always be thought of in human terms. What 
we are talking about is whether thousands of young men and women will 
be able to go to college or not, either in terms of places to live—or places 
to live at prices which they can afford to pay. 

The college housing loan program has made a tremendous contribution to 
the expansion of college housing—much more than that represented by the actual 
volume of loans. Its very availability has interested those responsible for 
private lending in the possibility of long-term loans—in which ‘they have had 
little interest before. And it has tended to keep private interest rates com- 
petitive. 

S$. 3213 proposed to increase the total limitation on loans under the college 
housing loan program by $250 millions, to a total of $1,175 millions, and make 
no substantive changes in the present legislation. We recommend that the 
increase. in total authorization for thé program be $325 million rather than 
$250 million, and that the present limitation of $100 milion on loans for 
auxiliary facilities related to housing be raised to $150 million (within the 
total ceiling authorized for the program). If an increase is made in the author- 
ization for loans for housing of student nurses and internes (now $25 million), 
our recommendation of a total increase of $325 million should be increased 
correspondingly. 

Our reasons for recommending an increase of $325 million in the total authori- 
zation, rather than $250 million or a lesser amount, are as follows, Mr. 
Chairman: 

(1) ‘Both the $250 million increase proposed in S. 3213 and the $200 million 
increase proposed in S. 3399 do not involve an increase in the $100 million 
authorization within the total program for auxiliary facilities related to 
housing. This $100 million limitation is now exhausted, and we recommend 
it be increased by $50 million and corresponding funds made available. The 
auxiliary facilities authorized within the total special limitation include 
student unions with extensive cafeteria facilities, other central eating facilities 
serving several dormitories, necessary expansion of power plants and other 
facilities to serve expanded student housing, student infirmaries, and the like. 


——_, — 


ee se ot oe 


fr sam oO 4 ee ee 


HOUSING ACT OF 1958 649 


Experience has shown that in many instances such facilities are essential for 
an adequate housing program. Central eating facilities serving a dormitory 
group or in some instances an entire campus are frequently more economical to 
eonstruct and operate than separate facilities in each. unit. The same holds 
true of certain recreational facilities. Administrators of the program have 
sufficient authority to see, and have seen, that this section is not used for other 
than essential facilities. It should not now be abandoned for lack of further 
funds. 

(2) Our second reason for recommending the $325 million figure is that the 
$250 million increase proposed in 8. 3213 and the $200 million recommended in 
§S. 3399 were based on the statement in the budget message that there would 
be a carryover of $25 million from the present authorization into the coming 
fiscal year. This is not going to happen, unless the program is stopped during 
the last weeks of the current year and a: heavy volume of loan applications is 
also carried over. 

_To put it every simply: We believe that to the $250 million represented in 
§. 3213 should be added $25 million representing the carryover which will not 
occur, and $50 million for expansion of the present $100 million limitation on 
auxiliary facilities. If the demand is not as great as the total limitation repre- 
sented by the $325 million increase it will not be used. The indications are that 
it will be needed. The only reason a $25 million carryover into fiscal 1959 
was contemplated at the time the budget message was issued was that’ the 
Bureau of the Budget had decided there should be this much carryover. The 
recession caused a relaxation of this limitation and also showed that the demand 
was present for the full amount authorized by the Congress. 

Title V of S. 3399 proposes several changes in the college housing loan program, 
which has proved very successful and useful in meeting the increased needs 
for student housing. We believe the changes proposed, taken as a group, would 
make the program much less useful for all colleges and universities and might 
conceivably destroy its effectiveness almost entirely as far as many are 
concerned. 

In section 501 of title V it is proposed that the Administrator of the college 
housing program would not be required to make a direct loan to an educational 
institution “unless he determines that private financing is not available to it 
under terms and conditions which he considers reasonable and consistent with 
the purposes of the college housing law.” 

Mr. Chairman, enactment of this provision would change the college housing 
loan program from a basis clearly defined by Congress into dependence for its 
effectiveness on the personal views of the Administrator and officials of the 
Bureau of the Budget and Treasury. The present law calls for a minimum 
charge of 2.75 percent, and beyond that the use of a formula which constitutes 
both a floor and a ceiling on interest rate charges for a Federal loan to an institu- 
tion which qualifies for one. §S. 3399 proposes first that the formula be changed 
so as to raise the interest rate, and then to leave it to the Administrator whether 
or not a college can get a loan at that higher rate. 

Our colleges and universities have great respect for those charged with the 
administration of the college housing loan program, But frankly we do not 
wish to leave to Mr. Cole the decision as to whether or not a college will be 
denied a Federal loan on the ground that it can get one some place else which 
Mr. Cole considers is “reasonable” and “consistent with the purposes of the 
college housing loan law.” 

The original law was changed a few years ago, at the request of the Adminis- 
tration, to give the Housing Agency something of the authority—-though in less 
broad language—than is here requested. The result was that some colleges had 
to pay a full quarter of 1 percent above the Federal lending rate or not get a 
loan. The result was that the Congress changed the law and said a Federal 
loan should be made unless loans were available from private sources on terms 
“equally as favorable” as the Federal loan rate.. This is clear language and 
there has been no difficulty on this score since. We urge you to retain the 
present language. College housing loan policy should be fixed by the Congress 
rather than by the Administrator, particularly in veiw of the constant pressures 
exercised by the Treasury and outside interests to reduce the value of the program 
or make it ineffective. Member institutions of our association have fully demon- 
strated their desire and willingness to use private loans for housing expansion 
whenever they are available at rates which make dormitory financing feasible 
through them. In fact they have frequently gone to private financing at interest 
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rates higher than these available under the Federal program, both because of a 
desire to use private financing when feasible and the fact that certain costs may 
be saved when private loans are used. 


SECTION 504 OF TITLE V 


Mr. Chairman, our associations are opposed to the change in the interest rate 
formula involved in section 504 of title V, S. 3399. The proposal is to make the 
basic interest rate computation on the basis of long-term maturities of outstanding 
Federal borrowings, rather than the average of all maturities as at present. This 
proposal has been made by the Administration year after year, Mr. Chairman, 
and has just as regularly been rejected by your committee and the Congress after 
hearing all the evidence. The argument is that college housing loans are long- 
term loans, and therefore should bear the interest rate of the Treasury for long- 
term maturities. ‘The fallacy in this is that a college housing loan is not an 
issue for a fixed maturity date but is paid off serially on an annual basis, as 
are most mortgages on private homes.. Thus part of the loan is paid off not in 15 
or 30 or 40 years but in 1 year, another part the second year, and so on. 

College housing loans are in fact a combination of short- and long-term matu- 
rities. We fuil to understand why the Housing Administration and the Treasury 
keep insisting that we should pay the long-term rate on Federal borrowings, rather 
than the average of short- and long-term rates. 

Mr. Chairman, the difference in interest rate between the present basic 
formula and that proposed in 8. 3399 is about 3 of 1 percent at present. What 
does: this mean to the student? Assuming $5,000 as the cost per bed and a 
30-year loan, cost to the student would be about $20 a year more under the 
proposed formula than it is now. This represents, for an academic year, an 
increase of about $2.25 per month in charges to students, as a minimum. If 
in addition discretion is given the administrator to refuse a loan if he thinks 
an outside load is “reasonable” it is difficult to say how much the increase 
would be, but from past experience it would be another dollar a month. Keep 
in mind, also, that we are in a period of relatively high interest rates, and that 
the rates fixed now will hold for the life of the loan. 


SECTIONS 505 THROUGH 509 OF 8S. 3399 


Mr. Chairman, the above sections provide for a new program of Federal 
guaranties of taxable bonds of educational institutions, and thus would be of 
no, value to most of the members of the two associations which I represent. 
We are informed that the nonpublic institutions feel that the program would 
be of little value tu them. 


LOANS FOR ACADEMIC FACILITIES 


S. 3713, also before your committee, provides for an amendment to the college 
housing loan program, but in a separate section, to start a program of loans to 
colleges and universities for construction of classrooms and laboratories and 
other nonhousing facilities. Authorization for this program initially would be 
up to $250 millions. 

There is no question but that our colleges and universities urgently need help 
in providing nonhousing facilities. 

Since classroonis and laboratories are nonrevenue producing, many college and 
university presidents are hesitant about entering into loan arrangements for 
them. They are fearful that the result may be still another increase in charges 
to students, who already pay more of the total cost of their education than 
in any major country of the world. However, experience has shown that other 
methods of financing amortization can be used than saddling the cost on the 
students. 

If I can summarize the attitude of the two associations for which I speak, 
Mr. Chairman, it is that the executive committee of the American Association 
of Land-Grant Colleges and State universities is inclined to favor S. 3713, while 
the State universities association would prefer to study its implications further 
before taking a position. 

Mr. Chairman, I appreciate greatly the apportunity to appear before you. 
We are thankful to your committees for the vigorous support it has given this 
fine program in the past, and confident that this will continue in the future. 
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Senator Crark. We have letters concerning college housing which 
will, without objection, go into the record at this point. 
(The letters referred to follow :) 


ASSOCIATION OF COLLEGE UNIONS, 
May 16, 1958. 
Hon. JoHn J. SPARKMAN. 
Chairman, Sub-Committee on Housing, Committee on Banking and 
Currency, United States Senate, Washington, D. C. 

Dear SENATOR SPARKMAN: The Association of College Unions, representing 
823 colleges and universities, respectfully submits the attached resolution 
adopted unanimously by 300 delegates assembled at the national conference of 
the association on April 23. 

This resolution urges that Congress continue the existing college union and 
student center phase of the college housing program. 

The resolution supports the recommendation of the American Council on 
Education that Congress authorize an addition $50 million for loan to colleges 
and universities to aid in financing unions and student centers. 

We understand that the $100 million fund originally authorized for unions 
and student centers will be exhausted by July 1958, and that this part of the 
college housing program therefore will soon come to and end unless additional 
funds are authorized. 

Lack of Federal loan funds for unions and student centers would present a 
most serious problem to colleges and universities in their efforts to meet the 
living needs of the greatly increased number of students predicted for the 1960's. 

‘It is generally recognized that the basic living needs of students are for 
bedrooms and board. 

Dining facilities are provided in one of two ways: either as part of a dormi- 
tory or in a separate structure. Such separate structure is commonly called a 
“union building” or “student center”. The main core of most unions and stu- 
dent centers is the space devoted to dining facilities, supplemented by the 
common rooms and essential services students need between and after classes. 

The trend in recent years has been to build a central dining hall for dormi- 
tory students within the union—because it is much cheaper to build a central 
dining hall, add a few common rooms and services, and thus establish a union, 
than it is to build and operate separate dining rooms and common rooms within 
each dormitory. For example, most of the projects approved by HSFA under 
the original union and student center authorization (59 out of 71 projects 
through November 1957), provide for the dining halls which serve dormitory 
students, or commuters, or both. 

On urban campuses, where most students commute, the crucial need is for 
dining for such students, and not for bedrooms. 

But it is possible to build central dining halls for commuters and for dormi- 
tory students living in buildings which provide only sleeping rooms only under 
the union and student center authorization of the college housing act. 

To terminate the union and student center phase of the program at this time 
would thus result in a serious imbalance in meeting the living needs of students. 
It would mean that those institutions which have already built “sleeping room 
only” dormitories, or are committed to this pattern in their campus planning, 
would be without the means of financing the necessary dining halls, unless they 
could obtain private financing, which is very difficult for many institutions to 
arrange at terms they can afford, or to arrange at all. In other words, many 
institutions would have facilities where students could sleep but none where 
they could eat. 

In the case of other institutions where dormitory commitments have not been 
made, if there are no Federal funds for financing unions. and student centers 
and the institutions are forced by the terms of the housing act to build the neces- 
sary dining facilities and common rooms as part of the dormitories, this would 
mean that much of the fund authorized for dormitories would have to be spent 
on dining halls and common rooms; and therefore fewer bedrooms could be built 
and many less students provided for under the housing act than would otherwise 
be possible. 

Thus, the union and student center phase of the housing program has the 
following important advantages: 

1. It permits colleges and universities to meet the living requirements of 
students in a balanced way and in accordance with the local circumstances 
and needs of a given campus. 
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2. It accomplishes the necessary dining facilities at less capital outlay and 
less operating cost. 

3. It makes the funds for dormitories go farther in building more sleeping 
quarters and providing for more students. 

The need of the colleges and universities for union buildings and student centers 
is very great. 

Of more than 1,700 recognized institutions of higher education, only about 
500 have been able to finance unions and student centers to date. The remainder 
feed their students in class room basements (in some cases only vending ma- 
chines are available) ; in temporary World War II (and even World War I) 
surplus wooden frame buildings; in old converted class buildings that are re- 
quently fire and health hazards; in dormitories on a crowded, double or triple 
shift basis; or not at all. In many urban institutions where students commute, 
students must eat bag lunches sitting on the stairs of campus buildings, or travel 
long distances to downtown lunch rooms or their homes. 

(We can supply.the names of many institutions where the above conditions 
prevail.) 

Few of these institutions without unions and student centers are prepared to 
handle well their present students, not to mention the increased enrollments 
to come. 

At the central office of the Association of College Unions we hear by mail 
and by phone every few days of institutions which are just beginning to plan 
union and student centers to feed their dormitory or communting students, or 
both. In most cases they are relying upon the HHFA Federal loans to assist 
in the financing of the new buildings. They express grave anxiety over the news 
that HHFA loan funds may be exhausted by this summer. 

On behalf of such institutions and the tens of thousands of students who need 
the facilities, we appeal to your committee to support the continuation of the 
union and student center loan program. 

For the Association of College Unions. 

Epear A. WHITING, 
Secretary. 


RESOLUTION OF THE ASSOCIATION OF COLLEGE UNIONS WITH RESPECT TO THE 
CoLLEGE-HOUSING PROGRAMS AND THE IMPJRTANCE OF THE AUTHORIZATION OF 
ADDITIONAL Funps To AID IN THE FINANCING OF SERVICE FactLitres SUCH As 
CoLLEGE UNIONS AND STUDENT CENTERS 


(Adopted unanimously April 23, 1958) 


Whereas it is reported that the $100 million originally authorized by Congress 
for loans to aid in the financing of service facilities (such as college unions, 
student centers, infirmaries, etc.) under the college-housing program will be 
exhausted by July 1958, and that the administration housing bill introduced by 
Senator Capehart carries no additional authorization of funds for this purpose: 

Whereas the present college-housing legislation as amended in 1955 has been of 
incalculable value because it provides for the essential complements of bedrooms, 
in terms of college unions or student centers which provide dining rooms, common 
rooms, and necessary service facilities for dormitory and other students; 

Whereas experience shows that a central dining hall combined with supple- 
mentary common rooms and services is often the best and most economical means 
of meeting the living needs of students, as contrasted to building similar facilities 
withia each dormitory at higher cost and with much more limited use: 

Whereas colleges will be seriously handicapped in meeting the needs of increas- 
ing number of students if, due to lack of available funds for college unions or 
student centers, they can finance only buildings for sleeping rooms in many 
nae and none for separate dining and essential service facilities : Be it there- 

ore 

Resolwed by the 300 delegates assembled at the national conference of the 
Association of College Unions at Michigan State University on April 23, 1958, 
representing the 323 member colleges and universities of the association, That 
Congress be urged to continue the existing program of assisting in the financing 
of college unions, student centers, infirmaries, etc., by adopting the reeommenda- 
tion of the American Council on Education committee on relationships of higher 
education to the Federal Government which calls for an increase of $50 million 
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in the funds available for loan for such facilities, thus avoiding a critical im- 
balance of provisions for the essential living needs of college students; 
Further, that. copies of this resolution be transmitted to the President of the 
United States, to the House and Senate Banking and Currency Committees, to the 
Housing and Home Finance Agency, and to the American Council on Hducation. 


NortTH AMERICAN STUDENT COOPERATIVE LEAGUE, 


Chicago Ill., February 18, 1958. 
Hon. J. W. Fusrient, 


United States Senate, Washington, D. C. 


DEAR SENATOR: On behalf of the NASCL I wish to commend you on seeing 
the need for college housing and doing something to meet this need. 

However, we feel that your bill of February 3 does not go far enough. There 
is no mention of aid to student living cooperatives. These student cooperatives 
not only meet an economic need of over 50,000 students, but they, offer them a 
practical lesson in democracy and the training for the full citizenship which 
the students will enter upon graduation. Student cooperatives offer room and 
board at a far lower cost than any other type of dormitory. You have stated 
in your bill that enrollment in our colleges and universities will be doubled by 
1965. Because of this increase, the need for college housing and especially low 
cost housing will be increased tremendously. 

Under the present statutes a student living cooperative which is recognized 
by a university or college but which was established by the students themselves 
cannot receive a direct loan for expansion of facilities. It: would be to the 
advantage of the country as well as the taxpayers if you were to sponsor an 
admendment to the college-housing loan program of the National Housing Act 
of 1950. which would enable a student cooperative (which is recognized by the 
university or college but established and managed by the students themselves) 
to obtain a direct loan under the program. 

I am sending you some literature on student cooperatives. If you have any 
further questions on this matter I would be glad to answer them. 

Respectfully yours, 
Sam CAMPAGNA, 
Member Executive Committee. 


NortH AMERICAN STUDENT COOPERATIVE LEAGUE, 
Chicago, Ill., April 8, 1958. 
Hon. J. W. Fusrient, 
United States Senate, Washington 25, D. C. 


DEAR SENATOR: We were very happy to receive your letter dated February 
25, 1958. I was particularly pleased to see that you have taken an earnest 
interest in the student cooperatives’ efforts to change legislation so that it 
would be easier for them to obtain a loan. 

Recent developments lead me to write you again. Mr. Harold C. Norton, 
buyer-manager of the University Students’ Cooperative Association, 2424 Ridge 
Road, Berkeley, Calif., is working on a proposal which would place a university 
in the position of guarantor of a Federal loan in the event that a student 
cooperative defaulted on a college-housing loan. He discussed his problems at 
length with both the college-housing officials and the cooperative-housing officials 
while he was in Washington, and he is tentatively planning to submit a legis- 
lative proposal to the Subcommittee on Housing in the near future. Since 
it seems very probable that this matter will come before your subcommittee, 
I wish to urge that you give Mr. Norton’s plan your careful consideration. 

I also think that the following should be considered as another means of 
easing the shortage of low-cost student dormitories: An amendment should 
be made to section 213 (g) of title 2 of the National Housing Act so that: col- 
lege cooperative dormitories (which do not necessarily have family units) can 
receive the benefits of obtaining FHA mortgage insurance. Under the present 
statutes a student cooperative dormitory cannot receive FHA mortgage insur- 
ance unless their project is designed for family units. ‘ 

I sincerely hope that your subcommittee will give favorable consideration 
to our proposals. I thank you and remain 

Respectfully yours, 
SAM CAMPAGNA. 
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Norta AMERICAN StuDENT COOPERATIVE LEAGUE, 
Berkeley, Calif., April 30, 1958. 
Senator J. W. Fursrieut, 
United States Senate, Washington, D. OC. 

Deak SENATOR FULBRIGHT: By way of introduction, the North American Stu- 
dent Cooperative League is an organization of student room-and-board coopera- 
tives, the great majority of which are located at universities in the United 
States. Our total membership is about 50,000 students. 

In December, 1957, at the league’s annual convention, the enclosed resolution 
was unanimously approved. It is my opinion that a possible amendment to 
section 404 of the Housing Act of 1950 would be more of a clarification of the 
spirit of this section rather than an important change in its meaning. 

The largest student cooperative in the Nation, as you perhaps know, is in 
Berkeley, Calif. at the University of California. It now serves 900 students, or 
5 percent of the total enrollment here. In a few years, when the University 
will have expanded over about 30 percent of our property, and when the en- 
rollment will have increased by up to 50 percent, the need for low-cost housing 
should be a good deal greater than it is now. To meet this challenge we would 
like to be able to build a large new cooperative dormitory; hence our interest 
in an amendment to the Housing Act of 1950. Other student cooperatives all 
over the United States would be similarly encouraged to expand to meet the 
demand for low-cost housing. 

To clarify the reason for our existence and for our desire to meet the need 
that exists for low-cost housing, the 1957-58 Bulletin of the University of 
California at Berkeley lists the room and board rates for a full school year as: 


University residence ha!ls 
Co-op (plus 5 hours workweek) 


Figures such as these are roughly correct for all student cooperatives in the 
Nation. 

Recognizing that a proposed amendment to this effect will appear before the 
Subcommittee on Housing, I would like to urge you to help us in any way that 
you are able. 

Very truly yours, 
Karu Serr, President. 


RESOLUTION CALLING FOR AMENDMENT OF HOUSING ACT OF 1950 


Whereas the number of students living on campus has been increasing at 
a tremendous rate, and, 

Whereas there exists a need for low-cost student housing, and, 

Whereas in many instances institutions of higher learning are unable to 
resolve this need, and, 

Whereas cooperative student housing associations have difficulty in acquiring 
financing for new construction, and, 

Whereas Title IV of the Housing Act of 1950 (Public Law 475, 8ist Cong.) 
approved April 20, 1950, as amended, and further amended by the housing 
amendments of 1955 (Public Law 345, 84th Cong.) approved August 11, 1955, 
provides that loans may be made to nonprofit corporations established by eligible 
institutions of higher learning for the sole purpose of providing housing or 
other educational facilities for students and faculty without regard to their 
membership in or affiliation with any social, fraternal, or honorary society or 
organization where the title of the project will pass to the eligible institution, 
and 

Whereas cooperative student-housing associations are nonprofit corporations 
established for the purpose of providing housing or other educational facilities 
for students or students and faculty, but are not eligible for loans under the 
college-housing amendments of 1955 beeause they were established by students 
of institutions of higher learning rather than by the institutions themselves; 
Be it 

Resolved, That the North American Student Cooperative League go on record 
as favoring further amendments to the Housing Act of 1950 to provide for 
loans to cooperative student-housing associations which have been recognized 
by institutions of higher learning, but which were not established by institutions 
of higher learning, but rather by students themselves. 
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Unitep States NATIONAL STUDENT ASSOCIATION, 
Philadelphia, Pa., May 8, 1958. 
Senator J. WiLLIAM FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
Washington, D.C. 


DeEAR SENATOR FULBRIGHT: It is my understanding that on March 4, 1958 Senate 
pill 3399 dealing with the college-housing program, was referred to the Senate 
Committee on Banking and Currency. I assume that the bill is to this date still 
under consideration in that committee. 

The United States National Student Association, of which I am the national 
officer in charge of educational affairs, is very deeply interested in several aspects 
of the pending amendments to the housing act. As the most representative 
organization of students in the United States USNSA is particularly concerned 
with sections of the housing bill providing for additional loans to educational 
institutions for college housing programs, and those calling for guaranties of 
taxable bonds for such programs. i 

USNSA is gravely concerned with the impending difficulties in supplying 
enough housing for students as enrollments drastically increase. We firmly be- 
lieve, however, that much of the problem can be solved through student efforts. 

Many of the present housing facilities at institutions of higher education are 
now provided through student organizations.such as fraternities, sororities, and 
cooperatives. Yet these organizations have been prohibited, through the present 
wording of the housing act, from receiving financial assistance from public 
sources, as do other forms of college housing programs initiated by the university 
or college. 

Title IV of the Housing Act of 1950 as amended in 1955 provides that loans may 
be made to “nonprofit corporations established by eligible institutions of higher 
learning .. .” (underlining mine) Most. of the student organizations which pro- 
vide housing facilities were not established by the institution but rather by 
students and were later recognized by the institution and operate under univer- 
sity regulations. 

A change in this provision to allow student organizations officially recognized 
by the institution to receive the benefits of Federal loans would enlist the re- 
sources of thousands of student organizations in meeting what is and will in- 
creasingly be a critical housing problem. 

I sincerely hope that you might be able to bring this item to the attention of 
the committee. I would welcome the opportunity ‘to appear before the committee 
or to speak with you personally regarding this issue. 

Sincerely yours, 
WILLARD JoHNSON, Vice President. 


Housing AND Home FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., May 8, 1958. 
Hon. J. W. Furericnt, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

Dear Mr. CHArrMAN: This is in further response to your letter of February 26 
requesting our views on a suggestion made by the North American Student 
Cooperative League to the effect that the College Housing Law be amended to 
provide financial aid to student living cooperatives. 

The above league, in its letter to you dated February 18, 1958, states that these 
student cooperatives meet an economic need of over 50,000 students and offer 
room and board at a far lower cost than otherwise available. They reconimend 
that the College Housing Law (title IV—National Housing Act of 1950) be 
amended to enable such student cooperatives, which are recognized by the uni- 
versity or college, to obtain a direct loan “for expansion of facilities.” 

We assume that the league, in referring to “student living cooperatives,” is 
speaking of student cooperative housing projects, and when it refers to their 
financial need for “expansion of facilities” it is referring to financial assistance 
for the provision of housing. 

Student cooperative associations are usually formed by a group of students 
at a particular college or university for some cooperative venture, generally to 
provide low-cost room and board for their membership. Although these ‘associa- 
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tions are established and managed by the students themselves, they generally 
must be recognized by the college or university to operate as a student organiza- 
tion. However, the college or university is ysually in no way liable for the ° 
financial or business transactions of the student association; only the member 
students are responsible individually or collectively for such transactions. Mem- 
bership in a student organization occurs only while the person is enrolled as a 
' student, and is on a purely voluntary basis. 

While we are completely sympathetic with the problem facing these students’ 
in their quest for housing, we are opposed to this proposal of the league. 

We believe that to provide direct financial assistance to student cooperatives 
of this type would run counter to some of the basic principles underlying the 
college housing program. By the terms of the program this agency provides 
credit to educational institutions for the provision of housing and related facil- 
ities for students and members of the faculty, on more favorable terms than they 
may obtain from private sources. The quality of the security underlying the 
loan, therefore, should be, at least, that which would be required by banking 
institutions making loans. During the extended amortization period the Govern- 
ment needs assurance of the stability and continuity of the borrower responsible 
for the repayment of the loan. Student housing cooperatives can not afford this 
kind of assurance. In the case of these associations the usual hazards of a 
housing cooperative are compounded by the unavoidably rapid turnover in student 
membership. The transitory nature of this membership coupled with a general 
lack of supplementary financial reserves in these associations, would make re- 
payment very doubtful. In addition, the cooperative could not guarantee its 
continued recognition by the college or university, and it would seem undesirable 
for the Government to, be placed in a position of providing financial aid to a 
student cooperative from which such recognition had been withdrawn. 

From a financial point of view, a loan to a student cooperative association 
would: be decidedly less desirable than a Joan to a college or university where 
other revenues and assets of the university can be pledged to back up the loan. 
Also, short-term occupancy, which is the general expectation for student hous- 
ing, does not: provide favorable conditions for successful cooperative housing 
projects, because such projects require the assumption of long-term responsibili- 
ties and the investment, accumulation, and sale of equities as occupancy changes.’ 

In our judgment, the. present statutory restriction on loans to educational 
institutions, as defined in the act, has a substantial basis in financial practice 
and experience, and we do not believe it would be advisable to extend the pro- 
gram as proposed. It appears to us that it would be preferable for student 
cooperative associations to rely on the educational institutions to obtain the 
financial assistance offered by the college housing loan program. These insti- 
tutions could then make the necessary arrangements to permit the student co- 
operative associations to use the facilities owned by the college or university. 

“This suggestion is in line withthe practice on a number of campuses. 
I have been advised by the Bureau of the Budget that there would be no ob- 
jection to the.submission of this report. 
Sincerely yours, 
JULIAN, H. ZIMMERMAN, 
Acting Administrator. 


STATEMENT OF Howarp Rovetstap, Director or LIBRARIES AND PROFESSOR OF 
LIBRARY SCIENCE, UNIVERSITY OF MARYLAND 


Mr. Chairman and member of’ the committee, my name is Howard Rovelstad. 
I am director.of ‘libraries and professor of'library science at the University of 
Maryland and former chairman of the American Library Association’s Build-* 
ings Committee, which’ has been active in the area of* college and university 
building programs. I am expressing the views of the American Library Asso- 
ciation, a nonprofit, professional,association of more than 20,000 members,’con- _ 
sisting Of librarians, trustees, and friends of libraries interested in thé. devélop- » 
ment, extension, and improvement of. libraries as essential factors in. the edu- 
cational program of the Nation. 

The American Library Association wholeheartedly supports the intent of the 
bill to amerd title IV of the Housihg Act of 1950 to authorize loans under the 
college housing | loan program for the construction, rehabilitation, alteration, 
conversion, and, improvement of classroom buildings and other academic facili- 
ties. The association assumes: that-the term “academic facilities”. includes 
libraries. 








OR Ss 


s° @@9 2 


















HOUSING ACT OF 1958 657 


sah! LIBRARIES IN THE TEACHING PROGRAM 
., It is evident that this amendment would not only make possible, but would 
, stimulate the construction of library buildings on the campuses of our col- 
leges and universities all over the country. In our institutions of higher educa- 
tion, the availability of library materials is second in importance only to the 
availability of good faculties. Many people have said that the library is the 
heart of any educational institution. The adequacy of library resources, serv- 
ices, and physical plant is certainly an important factor in the quality of 
education. 

The significance of libraries to an educational program may be emphasized 
by the following points: 

1. Every phase of the teaching program depends on libraries. From the 
first required courses in English to the most advanced seminar in nuclear 
physics, every course is dependent-on libraries. This means that greater 
book facilities are required. 

2. The increasing number of students means that greater seating capaci- 
ties must be provided. 

3. Accreditation of colleges and universities, in large measure, depends 

_ upon adequate library facilities, 

4. The extensive research programs, many of which are financed through 
Government contracts and which are involved directly or indirectly with na- 

tional defense, depend heavily on libraries. 


NUMBER OF STUDENTS TO BE SERVED 


The report of the President’s Committee on Education Beyond the High School 
states that colleges and universities are expected to perform “something close to 
a miracle in the next 10 to 15 years.” They must provide an educational pro- 
gram of high quality for at least 6 million students by 1970—twice, the number 
of students now enrolled. This figure is realistic; it is based ‘on the increased 
birth rate of 1940’s and the greater percentage of high-school graduates who con- 
tinue their education. 

Also an important factor is the increasing number of commuting students who 
attend our colleges and universities. They add to the demands for library re- 
sources and seating capacities. The growing number of part-time students’ alsd 


‘adds to the pressure placed on the library which is not placed on other college 


facilities. 
ADEQUACY OF LIBRARY BUILDING 


Many existing library buildings fall far short of meeting minimum standards 
even for present enrollments. In a survey. made in 1951 by the buildings com- 
mittee of the American Library Association, for example, many libraries reported 

,that they could seat only 3 to 10 percent of their students. These percentages 

are far below acceptable standards, which require seating space for at least 25 

percent of the student body. 


FINANCING LIBRARY BUILDINGS 


Never before has there been such an explosive demand for library facilities 
in higher education. Formerly, private donations, foundation grants, and State 
appropriations allowed .constructidn to keep somewhat in pace with. require- 
ments. But in the past 25 years the construction of only 2 libraries has been 
financed entirely by foundations; the large foundations in recent’ years have 
rarely given money for capital expenditures. Gifts for bnildings from alumni 
and friends now are seldom made. State resources are extended to the extreme. 

This is the situation faced by. colleges and universities, public and private, 


» across*the country just at a time when enrollments are expected to double in from 


10 to 12 years. 

The library building, like the classroom building and the laboratory, is not. 
a building that is ‘self-liquidating. More and. more institutions, however, dre 
operating on budgets that allow. certain amounts, to be earmarked for capital 
expenditures. Therefore, long-term’ Federal: loans, at present interest rates, 
for library buildings’ of educational institutions could be utilized to meet a 
pressing need. 

On behalf.of the American Library Association, I urge your favorable ¢con- 
sideration -of legislation that would provide adequate Federal loans for the 
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construction, alteration, and improvement of academic facilities, including 
libraries. 

Thank you for the opportunity you have given me to present the views of 
the American Library Association on this amendment to the Housing Act of 1950. 


HAMLINE UNIVERSITY, 
St. Paul, Minn., May 7, 1958. 
Senator Husert H. HUMPHREY, 
Senate Office Building, Washington, D.C. 


Dear SENATOR HumpHReyY: I have read with interest the press release of 
April 29 in regard to the bill sponsored by you and 11 other Senators for a 
new loan program for the construction of classrooms, laboratories, libraries, 
administration buildings, and other facilities by colleges and universities. I 
am glad to learn about this bill and what it proposes to do. It is a move in the 
right direction. Of what value it is to have a vast Federal Government scholar- 
ship program to help more students get to college when many colleges are in 
dire need of classrooms and other physical facilities? There are many programs 
to increase the number of teachers, too. But this is the first time that I have 

- heard of any action that was designed to help provide the physical facilities, 
apart from housing, to care for the students and provide teachers with a place 
to teach. 

. We have been able at Hamline to get a Federal housing loan for our new 

dormitory for girls. We*have approval on a preliminary application for an addi- 
tion to our dormitory.for men. But we are badly in need of a new classroom 
building. Since we have recently completed a financial campaign for a million 
dollars to help build the new dormitory for girls, we cannot turn around imme- 
diately and have another campaign to raise money for a classroom building. 
Through a bill like that which you have introduced, we might be able to get the 
classroom and meet an immediate need. Therefore, I am very glad to learn 
about. your interest in this phase of college work, and I hope that something 
may come of the bill you have introduced. 

I just wanted to let you know how I felt about the matter. 

Sincerely yours, 
PAUL H. Gippens, President. 


Sr. JoHn’s UNIVERSITY, 
' Collegeville, Minn., May 13, 1958. 
Hon. Husert H. HUMPHREY; 
United, States Senate, 
Washington, D. C. 


Dear SENATOR HuMpPHREY: At a meeting of the Minnesota Private College 
Council held yesterday in St. Paul; the presidents of the-private and independent . 
4-year colleges of Minnesota approved the proposal recently introduced in the 
Senate.. This approval, in other words,-appears to be a clear indication that 
there is a need for a new loan program for the construction of classrooms, labo- * 
ratories, libraries, administrative buildings, and other facilities for colleges. 

As president of the Minnesota Private College Council, it is a pleasure to in- 
form you that the council is fully in accord with the proposal sponsored by you 
and your colleagues. 

Very sincerely yours, 
Rt. Rev. BALDWIN DworscHak, President. 


GusTAvUS ADOLPHUS COLLEGE, 
St. Peter, Minn., May 20, 1958. 
Senator Hunert H. Humpnrey, 
Se nate Office Building, 
Washington, D. C. 


Dear Senator Humpurey: I have been glad to note the bill which has been 
introduced by you and others for the construction of classrooms, laboratories, 
libraries, administrative buildings, and ‘other facilities for colleges and uni- 
versities. 

It would surely be helpful in many cases and since it is a loan-program rather 
than a grant program, I am sure there is no reason why the colleges who are in 
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a position to do so would hesitate to make use of such funds if they were avail- 
able. 

As chairman of the public policies committee of the Minnesota Private Col- 
lege Council, I took the occasion to discuss this matter with members of that 
council the other day, and they were agreed that private colleges could and 
should support this kind of program. 

Respectfully yours, 


.Epear M..Carison, President. 

Senator Criark. Our final witness from the colleges is Dr. David 
Mullins of Alabama Polytechnic Institute, who represents the Asso- 
ciation for Higher Education of the National Education Association. 

Weare happy to have you here, Dr. Mullins. 

I see you have a relatively short statement. If you think it over- 
laps what the other witnesses have said, perhaps you will just hit the 
high points and we will have the statement appear in full in the 


record. On the other hand, if you prefer to read it, I would be happy 
to listen to it. 


STATEMENT OF DR. DAVID W. MULLINS, EXECUTIVE VICE PRESI- 
DENT, ALABAMA POLYTECHNIC INSTITUTE, AUBURN, ALA., 
REPRESENTING THE ASSOCIATION FOR HIGHER EDUCATION OF 

THE NATIONAL EDUCATION ASSOCIATION 


Dr. Muuirns. Thank you, Senator. 
Many of the points appearing in this statement have been covered 
in substance by these other statements. However, I should like to 
read portions of this if I may. 

Senator Ciark. The full statement will appear in the record at 
the end of your remarks. The -witness will read such parts of it as 
he wishes to emphasize. 

_ Dr. Motus. Mr. Chairman, I am David W. Mullins, executive vice 
president of the Alabama Polytechnic Institute. I have the honor 
today of speaking on behalf of the Association for Highér Education, 
which is the college and university department of the National Educa- 
tional Association. 

The Association for Higher Education is a national professional 
organization concerned with all phases of higher education in which 


‘individual membership is 6pen to administrative and teaching staffs of 


all types of publicly and privately supported institutions. Its mem- 


‘bership is composed of approximately 17,000 individuals from over 


1,600 of the colleges and universities, located in all 48 States and the 
District of Columbia. 

The testimony I shall present today concerns proposals for legisla- 
tion before your ‘subcommittee of vital importance tothe future of 
the college housing loan program. These are S. 3213 by Senator 
Fulbright, and title V of S. 3399 by Senator Capehart. 

Senator Crark. I see you, too, recommend an increase of $325 mil- 
lion in the total authorization for the program, from which I take 
it you support the approach of Senator Fulbright but you think he 
has not gone quite far enough ? 

Dr: Mutuins. We do, and also in view of the fact that as we under- 
stand it there will not be the $25 million carryover into the next fiscal 
year as was reported in the ‘budget message. 

T should like to mention two points here briefly. 
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In addition to meeting a critical and well-established need in the 
field of college housing, funds expended in connection with the college 
housing loan program will certainly provide a widely distributed 
and healthy stimulus to the Nation’s sagging economy. It is well 
to note, in this connection, that expenditures for housing and other 
auxiliary facilities will, in turn, stimulate additional expenditures for 
classrooms, laboratories, and other academic facilities financed from 
State and local funds. 

Then I should like to emphasize one further point, I believe. That 
is that for several years now a great deal of State and institutional 
planning of long-range expansion programs for colleges and universi- 
ties has been underway. Much of this planning is nearing completion, 
Many of these 10- and 15-year plans have already been approved b 
boards of trustees and are ready to move in the direction of fulfill- 
ment. Thus, in nosense are college housing programs crash programs, 
Rather, they constitute the carrying forward of well-conceived plans 
for institutional development. 

As far as the recommendations, we recommend, as the other wit- 
nesses have today, that there be added $50 million to the authorization 
for the auxiliary facilities and that there be added $275 million to the 
other category of the loan program. 

We also are strongly opposed to the change in the interest rate for- 
mula for calculating the interest rate, and we also believe it will be 
unwise to change the method of approving loans through adding to 
the discretionary authority of the Administrator. 

Senator Ciark. And you do not think much of sections 505 through 
509, which is the new proposed Federal guaranty of taxable bonds? 

I wonder where they dreamed that one up. Have you found any- 
body who thinks that is a good idea ? 

Dr. Mutrins. I have not studied it closely, but we can see no 
practical value in that plan. 

Mr. Chairman, I am deeply grateful for the opportunity to appear - 
before, you today, and on behalf of our association I wish to express 
appreciation to members of this committee for their continued support 
of this program which we believe to be of vital importance to the 
education of the youth of our land. 

Senator CrarKk. Thank you. 

Dr. Mutirns. That completes my statement. 

_ Senator Crark. Thank you very much, Dr. Mullins. 

I note you do not comment on my bill which would extend the loan 
rogram so as to include laboratories, classrooms, libraries, and the 
ike. Do you or your group have any views on that? 

Dr. Murrins. Mr. Chairman, the Association for Higher Educea- 
tion has not arrived at a position on that point. However, I am at 
liberty to say for the association that in principle they feel it is proper, 
but as to the method of administration and so forth they have not 
examined closely enough to arrive at a position. 

I would like to say that. my personal views are as have been pre- 
sented particularly by President Caldwall, who preceded me. We 
badly need the funds to use in constructing these academic facilities. 
We feel that it in principle would be better if these were not in the 
form of loans but rather in the form of grant funds from States or 
other sources, perhaps the Federal Government. 
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Senator Crark. Is Alabama Polytechnic a public institution ? 

Dr. Muutuins. Weare a public land-grant college. 

Senator CiarK. So you are supported at least substantially by 
State funds? 

Dr. Mutirns. We are, sir. 

Senator Ciark. Are you sanguine of being able to get from the 
Alabama Legislature the money you need for your college facilities? 

Dr. Muuiins. We have not been successful in those efforts in recent 
years certainly, and we certainly are not confident that we will be able 
.to get all the funds we badly need from the State legislature. 

enator CLarK. Is it not true, Dr. Mullins, that one can have great 
sympathy with the point of view of the legislators in view of the'dearth 
of tax sources and the monopolization by the Federal Government of 
the most easily collectible taxes. It may well be that a good many: of 
our States just do not have the resources or the ability to tax their 
citizens enough to raise these funds. Or do you think that is a pretty 
extreme statement ? 

Dr. Mutts. I would certainly concur in the first part of your 
statement, sir, that the sources from which, they may get tax revenues 
are very limited, and the demands on the State legislatures are great. 
Of course, I would not wish to concur in the statement that they 
would not at all be able to provide the funds, but it would be ex- 
tremely difficult. 

Senator Ciarg. Let me ask you whether your institution does not 
feel that in this educational crisis we have to rely substantially on help 
given by private educational institutions? In other words, the public 
colleges and universities are not going to be able to carry this load 
by themselves, are they ? 

Dr. Muuurns. I concur in that statement. They are not. They will 
not be able to carry the load alone. We need the help of our privately 
supported institutions. 

Senator CiarK. As a practical matter, is it not going to be very 
difficult, if not impossible, in your State to get a grant program for 
college facilities which would make funds available for private edu- 
cational institutions of higher learning ? 

Dr. Muuurns. That is correct. 

Senator Ciark. In my State it would be unconstitutional. So that 
if we cannot get a loan program at the Federal level, I wonder if 
you would not share some of my concern that these private institu- 
tions whose help’ we need in dealing with the educational program 
are not going to be able to build and utilize the facilities they need. 

Dr. Muturns..It would be difficult I am sure for them to expand 
sufficiently to take care of their fair share of this increasing burden 
unless they do get some aid. However, my personal view is that it 
should be in the form of a loan and not in the form of grants to 
privately supported institutions. 

Senator Ciark. Of course, that.is what my bill would provide. 

Dr. Muttins. Yes. 

Senator CrarK. One final question, Dr. Mullins. You represent 
pretty much the individual educators in higher education, do you not, 
through your association. 

Dr. Mutts. This association does. 
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Senator Cuark. What do you think would be their views as to the 
relative priority of. need in our present crisis of higher education 
between more scholarships, higher teacher salaries, and the provision 
of physical facilities? 

Dr. Mutiuris. Mr. Chairman, I believe I would say that, in terms 
of my knowledge of the membership in this association, and certainly 
my personal view is, the first priority is for competent, well-paid 
teachers and faculty members in our institutions. That is the first 
priority, I think, because everything else must wait on that achieve- 
ment or at least go along with it. 

And, of course, we are having difficulty certainly in our institu- 
tion in accommodating the students who wish to attend. Therefore 

Senator Ciark. And who are qualified to attend ? 

Dr. Muturns. Yes, and who are qualified to attend. Therefore, we 
would feel that we need funds for expansion of our plant and facilities 
and improving our staff more desperately than we need scholarship 
funds, although they would be very desirable. 

Senator Clark. I am happy to have that testimony. It concurs with 
my own view. I think the Administration has the cart before the 
horse. : 

Thank you very much, Dr. Mullins. Happy to have you here. 

Dr. Motus. Thank you, sir. 

(Dr. Mullins? prepared statement follows :) 

STATEMENT OF Davip: W. MULLINS, EXECUTIVE VICE PRESIDENT, ALABAMA POLY- 

TECHNIC INSTITUTE, AUBURN, AlA., REPRESENTING THE ASSOCIATION FOR HIGHER 

EDUCATION ; 





Mr. Chairman and gentlemen of the committee, I am David W. Mullins, execu- 
tive vice president, Alabama Polytechnic Institute. I have the honor today of 
speaking on behalf. of the Association for Higher Education, which is the college 
and university department of the National: Education Association. The Associa- 
tion for Higher Education is a national professional organization concerned with 
all phases of higher education in which individual membership is open to admin- 
istrative and teaching staffs of all types of publicly and privately supported 
institutions. Its membership is composed of approximately 17,000 individuals 
from over 1,600 of the colleges and universities located in all 48 States and the 
District of Columbia. 

The testimony I shall present today concerns proposals for legislation before 
your subcommittee, of vital importance to the future of the college housing loan 
program. These are 8. 3213 by Senator Fulbright and title V of S. 3399 by 
Senator Capehart. 

The Association for Higher Education has supported the college housing pro- 
gram from its inception and has been pleased to present testimony in the interest 
of the program on previous occasions. We are convinced that the program has 
been of great value to the Nation and to the thousands of young men and women 
who have been assisted in attending college by reason of its existence. 

Facilities completed and now being constructed under the program will be 


of untold value in the years ahead as pressures for enrollment in our colleges, 


continue to mount. It is urgent that the program be continued and expanded 
if the colleges and universities are to accommodate the tidal wave of students 
which will soon be knocking at their doors. 

As you probably know, studies indicate that the college population will double 
by 1970. 

In considering the college housing program, it is well to bear in mind that 
perhaps the greatest problem that our Nation faces today, or will face in the 
years ahead, is a shortage of brainpower—of men and women educated suffi- 
ciently at the higher levels to cope successfully with the increasingly complex 
problems of the nuclear age and of the coming space age. 

In contrast to the increasing demands for highly trained personnel, the 
changing nature of agriculture, the coming of automation, and other technological 
developments are resulting in a sharply decreasing demand for unskilled labor. 
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Therefore, it is urgent that our educational facilities be expanded to provide 
opportunities for young people to develop their abilities to the maximum. 

These are some of the considerations which have led us to support so strongly 
the college housing loan program and to recommend, as we are doing today, an 
increase of at least $325 million in the total authorization for that program. 

In addition to meeting a critical and well-established need in the field of 
college housing, funds expended in connection with the college housing loan 
program will certainly provide a widely distributed and healthy stimulus to 


_the Nation’s sagging economy. It is well to note. in this connection, that ex- 


penditures for housing and other auxiliary facilities will, in turn, stimulate 
additional expenditures for classrooms, laboratories, and other academic facilities 
financed from State and local funds. 

The President’s recent request that the Housing and Home Finance Agency 
expedite the granting of housing loans was a-.clear recognition of the anti- 
recession effects of such construction. This action has resulted in some reduction 
in the backlog 6f housing loan upplications. Nevertheless. the backlog remains 
substantial and may be expectel to increase sharply as institutions throughout 
the country step up their plans to prepare for the growing college enrollment. 

Here I wish to emphasize that for several years now a great deal of State 
and institutional planning of long-range expansion programs for volleges and 
universities has been under way. Much of this planning is nearing completion. 
Many of these 10- and 15-year plans have already been approved by boards of 
trustees and are ready to. move in the direction of fulfillment. Thus, in ho 
sense are college housing programs crash programs. Rather, they ‘constitute the 
earrying forward of well-conceived plans for institutional development. 

Our basis for recommending the increase of at least $325 million in the housing 
loan program may be summarized as follows: ’ 

1. The present $100 million authorization for loans for auxiliary facilities 
related to housing is now exhausted. We recommend that this limitation be 
raised to at least $150 million, thus mraking available an additional $50 million 
for servicing this. part of the program. ‘The program: for auxiliary facilities 
includes infirmaries, central eating facilities, expansion of powerplants, and other 
facilities essential to an adequate housing program. Failure to make additional 
funds available in this category might well impair the effectiveness of the whole 
loan program. 

2. It now appears that there will not be a carryover of $25 million fromthe 
present authorization into the coming fiscal year, as was indicated in thé budget 
message. Therefore, we recommend that $25 million be added to the $250 million 
proposed in Senate bill 3213, thus increasing the authorization for this part of 
the program by $275 million. This $275 million, when added to the $50 million 
recommended for auxiliary facilities, would amount to a total increase of $325 
million. 

Mr. Chairman, we are strongly opposed to the change in the interest rate 
formula as proposed in section 504 of title V, Senate bill 3399. We concur with 
the testimony being presented today by representatives of other associations, 
urging the continuation of the present flexible interest rate formula. This 
formula, based on. the average rate of interest on all Government securities, plus 
one-fourth of 1 percent, seems to us to be fair ind equitable. A sharp increase in 
the interest rate would not only adversely .affect the operation of the college 
housing loan: program, but would add substantially to the increasing costs of 
college attendance. ' 

We also believe that it would be a serious mistake to enact the provision 
carried in section 501, title V, of Senate bill"3399, whereby the Administrator 
of the college housing program would not be required to make a direct loan 
to an educational institution ‘unless he determines that private financing is not 
available to it under terms and conditions which he considers reasonable and 
consistent with the purposes of the college housing law.’ Other testimony 
being presented here today makes our position on this point quite clear. We 
join with the American Council on Education, the Association of American 
Colleges, the American Association of Land-Grant Colleges and State Univer- 
sities, and the State Universities Association in requesting the retention of the 
present provision for making loans on terms “equally as favorable” as the Federal 
loan rate. 

Sections 505 through 509: of Senate bill 3399 provide for a new program of 
Federal guaranties of taxable bonds of private colleges. .We doubt that this 
program would prove to be of practical value to these institutions. 
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Mr. Chairman, I am deeply: grateful for the opportunity to appear before you 
today. On behalf of the Association for Higher Education, may I express 
sincere appreciation to the members of this committee for their continued support 
of a program. Which we believe to be vital to the education of the youth of our 
land. , 

Thank you. Vin 

» Senator Crark. The next witness is Mr. William L. Wilson, vice 
chairman of the Council on Government Relations, representing the 
American Hospital Association. 

Mr. Wilson, we are happy to have you here. I imagine you are 
going to move to new ground somewhat different from the other wit- 
nesses. I suggest, therefore, you read your statement to us, skipping 
such parts as you want and emphasizing such other parts as necessary. 


STATEMENT OF WILLIAM L. WILSON, VICE CHAIRMAN, COUNCIL 
ON GOVERNMENT RELATIONS; ACCOMPANIED BY KENNETH 
WILLIAMSON, ASSOCIATE DIRECTOR, THE AMERICAN HOSPITAL 
ASSOCIATION 


Mr. Witson. Mr. Chairman, my naine is William L. Wilson. I am 
the administrator of the Mary Hitchcock Hospital in Hanover, N. H., 
and vice chairman of the Council on Government Relations of the 
American Hospital Association. It is in this latter capacity that I 
appear today before your subcommittee. I am accompanied by Mr, 
Kenneth Williamson, associate director of the association. 

I might add that, together with many hospital people, we are deeply 
concerned in this matter of education, and in my own institution we 
are engaged in educational pursuits that involve about 200 persons 
at the present time and, specifically with reference to the following 
statement, 130 student nurses in accredited schools of nursing, 16 in- 
terns annually who come as their fifth year in medical education for 
the internship program. 

Before starting my statement, I wish to express our appreciation 
for the oppertunity to appear before you and present our views on 
the student nurse and intern provisions of the college housing program 
and to urge the expansion of the loan authorization under those pro-. 
visions, from $25: million to $150 million,-as has been proposed in. the 
House by Congressman Rains in H, R. 10703. 

In the last session of this Congress, the American Hospital Asso- 
ciation brought to the attention of this subcommittee the fact that the 
Nation lacked some 50,000 professional nurses. I think actually the 
fact is there was a deficiency of this number of professional nurses. 
This shortage, we noted, had created a national health problem. It 
was being felt in areas and communities throughout the land and by 
all those agencies, public and private, that use the services of nurses— 
oe) State and local health departments, the armed services, the 

Jeterans Administration, schools, hospitals, physicians, and indus- 
tries. 

The present rate of professional nurse training will not keep pace 
with anticipated population growth. In a recent publication of the 
National League for Nursing, entitled “Nurses for a Growing Nation,” 
it is stated that by 1970 we should annually graduate 48,000 student 
nurses as compared with the approximate 29,000 graduates in 1956. 
The league also stated that by 1970 we should have an admission rate 
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of 75,000 new students as compared with the current 46,000 annual 
student intake. ‘To achieve this 1970 goal, nursing schools must start 
now to increase their annual admissions. — Since 85 percent of the pro- 
fessional nurses are trained in hospitals, it is obvious that most of the 
increase must come in those schools. This, in turn, means that the 
hospital schools must have adequate housing to provide for these 
increases. . : 

The problem, however, is not solely in terms of increases. The 
ability of some schools even to continue in operation will. be ‘con- 
ditioned by the provision of better housing than their present inade- 
quate and antiquated facilities. ne 

Senator CiarK. Mr. Wilson, is there any recruiting problem? Are 
you able to get these girls if you have facilities in which to put them? 

Mr. Witson. There have been problems, Senator,.in some areas 
in recruiting full complements in schools of nursing. For the most 
part, the present potential is being largely met, but not in some cases. 

Senator Crark. Do you think better facilities would improve 
recruiting ¢ 

Mr. Witson. I think that I can speak from personal experience. 
Poor facilities and inadequate quality and quantity very materially 
handicap recruitment. When those deficiencies are relieved, recruit- 
ment immediately rises and becomes much. better. 

Senator Spakkman. All right, go ahead. Senator Clark has to 
leave. I will take over at this point. 

Mr. Wuson. Thank you, sir. I shall continue where we left off, 
if I may. 

Senator SpaRKMAN. Fine. 

Mr. Wixson. In 1957 this association made a nationwide survey 
and learned that the hospital schools of nursing had a.need substan- 
tially in excess of $150 million to construct housing for student nurses 
and medical interns. We found also that housing constituted a 
serious bottleneck in the ability of the nursing schools to increase 
their enrollments, and that inadequate and insufficient housing was an 
important factor limiting the size of the classes which nursing schools 
could admit. . 

Hospitals generally are unable to finance the construction of such 
housing through loans carrying prevailing commercial rates of 514 
to 6 percent, and would not be helped by a Government’ guararitee of 
such loans. What they need, as is abundantly evident from’ the 
answers to our questionnaire, is a long-term low-interest loan pro- 
gram to build the necessary facilities in which to house their student 
nurses without increasing unduly the already heavy cost of nurse 
education. Of course, the net cost of such education can be passed 
on only in terms of cost to patients. From our survey we also learned 
that if such housing could be constructed, a substantial inroad into 
the problem of nurse shortages could be made. Hospital after hospital 
stated that if it had adequate housing it could increase its enrollment 
materially. 

With respect to medical interns, the situation is different but no 
less pressing. Internships in hospitals are, of course, an essential 
link in the education of physicians, and the interns must be hotised 
during this period of education. Here the immediate problem is not 
to house increased numbers, but to house the increasing proportion 
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of interns who are married, now some 85 percent. Quarters that were 
adequate, or at least not wholly unacceptable, for bachelors are quite 
unusable by the heads of families. Poor and inadequate living 
quarters results in some hospitals failing to fill their present quotas 
of interns, and as the output of medical schools is increased the 
problem will of course be intensified. I might add here that our own 
institution found it necessary to construct 30 duplex housing units 
for persons in graduate medical education, including the interns in 
our particular institution. 

Responsive to this critical situation, the Congress through the 
leadership and efforts of the subcommittee amended section 401 (d) 
of the Housing Act of 1950 and authorized the sum of $25 million 
for the college housing loan revolving fund, specifically earmarked 
for the construction of housing for student nurses and medical interns. 

We welcomed this action as a recognition of the role of hospital 
schools as educational institutions, especially in the education of 
nurses and medical interns, and of these schools’ needs for construe- 
tion of housing. But we expressed concern lest the smallness of 
the fund might result in availability within any one State, or for 
any, ‘one project, too small to accomplish the purpose. We believe 
that our experience under the program has in some measure borne 
out our fears. The first act of the Administration, incidentally, 
was to reduce the amount to be made available still further, to $22.9 
million. 

While the only statutory limitation is that no more than 10 percent 
of the fund be loaned in any one State, the Administration has ap- 
parently sought to hold some funds available for all of the States. 
This was probably a reasonable thing to do. Wiihin each State, 
however, the Administration seems also to have held down the amount 
of any one loan, so as to keep funds available for a number of appli- 
cants. Many letters that we have received from. the field tell -of 
hospitals’ being required to scale down th ay applications before 
they will be given consideration. In the two projects which have 
thus far’ been approved, the hospitals have received only about 
50 percent of the cost of the projects in the form of CFA loans, and 
have had to finance the other half of the cost from other sources. 
While it is unsafe to generalize from these two completed actions of 
the Community Facilities Administration, it may be noted that in 
the college housing program approvals to date show that almost 86 
percent of the cost has been provided by CFA loans. Mere meaning 
ful perhaps is the fact that in 34 hospital projects for which funds 
have been reserved, the applicants are to furnish nearly 40 percent 
of the funds, whereas in 154 college projects in similar status, the 
colleges are to furnish only about 25 percent of the funds. The details 
- these comparisons appear from the excerpt in the record from the 

College Housing Program Status Report for April 1958, and I will 
not repeat them ‘here. 

With the limitations which have been imposed in the administra- 
tion of this program, many hospitals have obviously been discouraged 
from. expending the time, effort and money necessary to the prepara- 
tion of applications for loans. In some-cases the whole allotment 
to the State would have been inadequate for the. needs of a single 
hospital. In others, the number of hospitals within a State needing 
funds is so large that the chance for any one applicant appeared poor 
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from the outset, and disappeared entirely as soon as other hosptials 
in that State had applied. Some hospitals have reported that a 
simple comparison between the $22.9 million available nationally 
and the known needs was sufficient to discourage them from the con- 
siderable expense of making an application. 

To a substantial extent, as I have pointed out, this program seems 
to have been converted by administrative action into a matching pro- 
gram, with hospitals required to meet. independently a part of the 
cost of each project. With the very limited funds available, one can 
understand the reasons behind the administrative efforts to spread 
them as far as possible, but it is questionable whether this policy 
has in fact led to their most efficient use or has been’ in accord with 
the intent of Congress. Because the Community Facilities Adminis- 
tration commonly requires a first niortgage, hospitals are usually 
unable to combine a loan from gov ernment. with borrowing from 
private sources. Hospitals have been unw illing, as an alternative to 
such dual financing, to scale down their projects to bring them within 
the small amounts which the CFA has been in a position to loan, 
because. the smaller projects would not meet their needs and they 
have preferred to postpone construction until they can build the kind 
and size of building required for eflicient operation. 

Wlien we saw the direction the program was taking, and the em- 
phasis it seemed to be placing on loans which we think too small 
to accomplish ‘the purpose of the program, we urged the. Adminis- 
trator of the Housing and Home Finance Agency to appoint an 
advisory. committee of persons familiar with hospital financing and 
operation in the belief that such a committee could help to make the 
program more effective. We still believe that such action would be 
desirable, and that your subcommittee might well consider a statutory 
provision to that effect. 

Despite the difficulties which the administrative limitations have 
imposed upon the program, 66 applications have been received for 
a total of $33.8 million for the construction of housing for student 
nurses and interns. . This $33.8 million, as we understand, repre- 
sents what the applicants asked, and has been reduced: to $28 million 
by action of. the CFA in reducing all applications (with 1 ‘or 2 ' 
exceptions) to an administratively established maximum of $506,000 
apiece. 

Of these 66 applications, as I have already said, 2.have been ap- 
proved, and for 54 others funds have been reserved. Twelvé applica- 
tions are pending, while 18 have been deferred or withdrawn. It 
should be noted that the applications approved, those for which funds 
have been reserved, and those now pending would, even as reduced 
by the CFA, absorb about $21.8 million of the total $22.9 million: 
available, and that certainly in most States, if not in all, any further 
application at this time would be an act of sheer futility. 

Early this year we made a spot check from among those hospitals 
that had stated a year earlier that they could expand their nursing 
school enrollments if financial assistance were available for housing. 
We find that the need for facilities continues to be unmet, and that a 
substantial number of hospitals would apply in 1958 and 1959. and 
others would expect to do so at a later date, if funds were available 
in amounts and on terms that would enable them to build facilities 
of a size to meet their needs. 
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We believe that the student nurse and medical intern housin 
amendment passed in 1957 has recognized a serious problem with 
respect to providing adequate housing facilities needed in the edu- 
cation of essential health personnel. We believe the amendment 
established a sound framework for an attack on the problem, and 
the experience, even with limited funds, has demonstrated the need 
and desirability of providing adequate funds at this time. We there- 
fore urge that this subcommitte increase the loan authorization from 
$25 million to $150 million. 

We wish to express our appreciation for the opportunity of coming 
before this subcommittee and discussing this vital program with you. 

Thank you very much. 

Senator Sparkman. Thank you, sir. That figure of $150 million 
would be the cumulative total? 

Mr. Wrrson. That is right. 

Senator SparKMAN. In other words, not $150 million additional 
but it would simply raise the $25-million figure as presently stated 
in the law to $150 million ? 

Mr. Witson. Yes, sir. 

Senator Sparkman. I think it is a very fine statement and I am 
glad you gave the analysis that you did as to what has been done on 
the program so far. 

You will recall that we initiated this program in this committee 
last year. 

Mr. Wison. That is right. 

Senator Sparkman. And we were able to get through Congress the 
$25 million. I was eager to find out how the $25 milion has been 
used. Evyen though the program has been rather slow getting started, 
practically all of it has been committed. 

Mr. Witson. Yes, and I think there is evidence, certainly, that there 
is a very great future in potential demands. 

Senator Sparkman. Thank you very much. 

Mr. Williamson, do you have anything to add? 

Mr. Witi1amson. No, thank you, Senator. 

Senator Sparkman. Thank you both very much. We appreciate 
your statement. Iam sure it will be helpful. 

Mr. Stanley H. Lowell. Will you come around, Mr. Lowell? Mr. 
Lowell, we are glad to have you with us. 

Mr. Lowetx. Thank you, sir. 

Senator SparkMANn. We have your prepared statement and the en- 
tire statement will be placed in the record. You proceed, though, as 
you see fit. 

Mr. Lowetxu. Thank you, sir. 


STATEMENT OF STANLEY H. LOWELL; ACCOMPANIED BY EDWARD 
D. HOLLANDER, NATIONAL DIRECTOR, AMERICANS FOR DEMO- 
CRATIC ACTION 





Mr. Lowetzt. Mr. Chairman and members of the committee, I am 
Stanley H. Lowell, assistant to the mayor of New York City and 
member of the National Board of Americans for Democratic Action. 
I am testifying here this morning on behalf of the Americans for 
democratic action, and not in my official position as assistant to the 
mayor, although I feel free to draw on my experience there in what 
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I will present this morning. We appreciate this opportunity to 
resent our views on housing and urban renewal. 

Before I get into my prepared statement, I just left Senator Javits 
and he advised me yesterday he testified and only had the opportunity 
informally to give the figures for New York City, which might be 
helpful to this committee. He therefore turned over to me—and I 
am going to bring it right back to him after I leave here—a telegram 
which he received from Mayor Robert F. Wagner of New York, with 
respect to urban renewal in the city of New York. I would like to 
read it in the record on behalf of Senator Javits and Mayor Wagner. 

Senator SparKMAN. Very good. 

Mr. Lowett (reading) : 

Re your telegram May 13, 1958, following is the reply from New York City: 


1. We have at present four planning applications pending before the Urban 
Renewal Administration, which will involve $20 million in Federal capital grant 


funds. 
2. We could, if Federal funds were available, request funds for seven addi- 


tional projects for fiscal year July 1, 1958, involving approximately $35 million 


in Federal capital funds. 
8. Approximately the same program for fiscal year July 1, 1959, if funds were 


available. 
4. We estimate we would need $175 million in Federal capital grant funds for 


the entire 5-year period ending June 30, 1964. 

5. We have 13 projects in operation, 8 additional ones presently in planning, 
and it is expected that 30 to 40 added projects would be covered by the new 
Federal funds. 

It is signed by Robert F. Wagner, mayor of the city of 
New York. 

Senator, these subjects of housing and urban renewal are of 
unique and peculiar importance in a society like ours, which prides 
itself on its concern for the well-being of its members and on the high 
standards of living it has been able to provide for most of them. 
The conditions of housing and urban surroundings not only define 
the environment in which most of our people live, and in which our 
children are raised, but they have a great deal to do with the quality 
of the society as a whole. 

Housing 1s also in my opinion— and ‘this is most important—one 
of the battlegrounds of the total competition of our free society 
with Communist totalitarianism. We Americans have for years glee- 
fully repeated the jokes about Russian housing as proof of the 
superiority of our own—forgetting how far our own falls short..of 
both the needs and the capacity of our own country to meet them, 
We believe we could build twice as many dwellings as we are_now 
building, and it would not be a strain on the economy but, on the 
contrary, a healthy stimulating and sustaining force for economic 
expansion. 

3ut as assistant to the mayor of New York and as a longtime 
member and officer of ADA, I have a deep and direct interest in 
housing. In New York, as in every other metropolis, the housing 
and rehousing of the population is one of the most pressing problems, 
on which, I regret to say, we have made too little progress in the past 
decade, in spite of great effort and the expenditure of great sums. 
What is true of New York City is true in some degree of every other 
city, large and small. It has been in recognition of the universality 
of this problem throughout the United States that ADA has from its 
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beginning laid great emphasis on the development of adequate hous- 
ing programs. — 

in recent years the problem has been compounded: by the rapid 

owth of urban populations and the accelerated deterioration of 
the older parts of cities. This has posed two problems: The renewal 
and revival of the old cities; and the sensible and efficient development 
of suburbs and outlying communities of metropolitan. areas. 

I would like to approach this subject from both the short-range and 
the long-range point of view, as it relates to the growth of the 
American economy; with which we are particularly concerned these 
very days, and as it relates to the objective of housing our population. 

I think theré is no doubt that housing represents the largest im- 
portant unsatisfied need of the American people. Whereas we have 
made substantial progress toward filling other basic needs—for food, 
for clothing, for transportation—in respect of housing we have 
scarcely run fast enough to stay where we are. 

I think we only need to go through some of our major cities such 
as New York, Philadelphia, and Washington to find proof of this 
unsatisfied need. 

From. the point of view of the American economy, this need, if it 
could be converted into effective demand, offers a prospect of pro- 
longed and useful employment of resources. What the automobile 
industry was to the 1920’s, the electrical industry was in the late 1940's 
and early 1950’s, the home building industry could be to the 1960's 
and 1970’s—a source of continuous, productive, high-level employ- 
ment. Instead of being in recession, the housing industry should 
be working full blast. But as things stand now, the prospects are 
not very good that it will be. 

Ever since the war we have been experimenting in this country 
with various devices by which the ordinary market forces could be 
stimulated and cajoled to provide housing on a scale commensurate 
with the need. I think we must now conclude that given the present 
limitations with which we have circumscribed our efforts, namely 
that housing must be situated on land speculatively acquired, built 
by private builders, and largely financed by banks and other financial 
institutions—given these limitations, I think we must conclude that 
we cannot leave it to the ordinary procésses of the market to supply 
the need. 

As a consequence, as this;committee well knows, costs to home owners 
have risen in spite of most favorable terms. By that I mean to the 
money lenders and the mortgage market with the help we give to them. 
The median cost of new homes is not roughly $15,000 and even the 
lowest-cost new homes in urban areas are out of reach of the great 
majority of the families who now need most to be rehoused; and if 
this has been true of the past decade, what shall we anticipate for 
the decade or two ahead ? 

If we aim to double our present rates of home building, we must 
make some drastic changes in our programs even to approach these 
goals. We would like to suggest two approaches to this. 

The principal costs in the creation of homes are, first: Fhe cost of 
building; second, the cost of land, and third, the cost of financing. 
Leaving aside the first, it seems to us that there are ways in which 
the second and third can be reduced. 





ve 
od, 


ive 


ich 
his 
it 
ro- 
rile 
0’s 
10's 
Oy- 
uld 


are 


try 

be 
‘ate 
ent 
ely 
uilt 
cial 
hat 
ply 


ers 
the 
em. 
the 
reat 
d if 
for 


nust 
hese 


t of 


ing. 
hich 








HOUSING ACT OF 1958 Gee 


About one-fifth or one-sixth of the tag price of a home is repre- 
sented by the cost of the land. ‘With the expansion of metropolitan 
areas, speculation has driven up the price of land and has led to 
uneconomic and undesirable land uses. We should like to’ suggest 
that we take a leaf from the book of that well-known conservative, 


Neville Chamberlain of England, who should be remembered. not - 


only for the umbrella of appeasement but also for his services as the 
Mayor of Birmingham, England. It was in this latter capacity that 
he initiated the ‘ ‘urban’ land reserve”—the buying up by public au- 
thorities of unused Jand on the periphery of the city for development 
as the city grew out to meet it. 

I would like to propose that: your committee consider setting up a 
large, long-term, low-interest, revolving Federal fund for loans to 
cities, counties, housing authorities, or land authorities, to acquire, 
now, land which will be needed for development as the metropolitan 
areas grow in the next several decades. This land should then be 
released on a planned basis as required for: development. As a‘con- 
dition of sale to a developer, he would agree to price it at the cost to 
him, plus the actual costs of improvement, thus avoiding the large 
speculative writeup. By this device it would be possible to reduce 
land costs materially be low what this land would cost 10 or 20 years 
from now, if it is left for speculative development. This would, 
moreover, make possible the planned, orderly development of utilities, 
water supply, highways, and public lands for schools and parks, avoid- 
ing costly condemnation costs in the future. This, of course, is no 
more than any prudent business — in anticipating its future re- 
quirements and needs; and we can see no reason why a similar 
approach approach is not piuden! and desirable to serve the public 
interest in housing. By such a device alone we might cut hundreds 
of dollars from the cost of an average home in the year 1970. 

It might very well be that for New York ity, an existing metrop- 
polis, which has expanded to such an extent, such a plan “might be 
of limited usefulness to my own city; even there, in areas such as 
Staten Island and Queens, the development of throughways and 
parkways is bringing land—new land—within reason: able commuting 
range, and planning now might avoid some of the worst consequences 
of land speculation Jater on. Not only that, but I might point out 
that Rockland County and Putnam County, which are both above the 
Westchester area, normally considered suburban commuting area, are 
now considered part. of the residential bedroom place for people who 
work in New York City. The same thing is true of Suffolk County, 
+ ing is beyond Nassau County. All of these aréas, because of park- 

ways, highways, and wonderful bridges, in connection with the 
throughway, for example, have become commuting areas, The ex- 
pansion has been made tremendous by. people who work in New York 
City; and I think what is true of New York C ity in this instance is 
true also of other large metropolitan communities. But other cities 
might profit by the experience of New York and ‘act while land is still 
available, if the Federal Government provided a means for financing 
land reserves. : 

I realize that this is an idea which will be opposed, by people who 
make a perfectly legitimate business of buying up such land and 
holding it for appreciation and sale. Nevertheless, we aécept the 
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fact—I mean all of us—that the Government can and should buy up 
slums and other deteriorated properties and convert them at great 
cost to residential and other uses conceded to be in the public interest. 
Why is there not an equally good case for buying up land even on a 
limited basis for future use, especially when this can be done at no 
eventual public cost ? 

Senator SparKMANn. May I suggest, sir, that you would include in 
your recommendation, I presume, that a city or authority to be able 
to do this would have to show that it either had arranged or had ar- 
rangements for careful planning for the use of this land / 

Mr. Lowe tt. I think that would make good sense, too. 

Senator SparKMAN. It seems to me that urban planning would 
definitely tie in this kind of program. 

Mr. Loweut. I think that is true. As we drive around the United 
States, you frequently see, especially in smaller communities—and this 
was more true, I imagine, 20 years ago than even it is today—but you 
see in outlying parts of communities street signs, maybe 3 or 4 miles 
outside a small city. They were planning for what they anticipated 
in the future and had the lines all there. I think this very much 
ties in with what I am suggesting here this morning. 

The other approach to bringing housing within the reach of people 
of modest incomes is, of course, through lower interest rates. Down 
payments being as low, and terms long, as they are, a very large part 
of the total cost of occupancy over 25 or 40 years is in interest pay- 
ments; and sometimes, Senator, as an attorney, if you sit down with 
a client and tell him how much of the cost is interest payments in 
terms of the length of this mortgage, the average small home buyer 
in the United States is flabbergasted to realize how much of it is the 
cost of the money to him and no other cost involved. 

Senator Sparkman. Let’s see—just figuring in my head—at a 5- 
percent interest. rate for a period of 40 years, the interest would be 
exactly the same as the cost of the house. 

Mr. Lowett. That is right. 

Again, while it is perfectly legitimate for a bank to charge an in- 
terest rate based on the demand for mortgages and the supply of 
money, yet we must ask once more if the public interest would not be 
better served by making mortgage capital available, either directly 
or indirectly, through the Government for those who cannot be ade- 
quetely served by the money market. This could be done by loans 

or long terms, at interest rates just a little higher than those the Gov- 
ernment itself. pays for money. Here again we are not proposing a 
subsidy; the Government would not lose—as it does not lose by guar- 
anteeing high-rate private mortgages.. It would be a sound invest- 
ment in the country’s. future. And we would not. leave those who 
build and’ buy homes under the backbreaking burden of 5-, 514, and 
6-percent interest rates. 

I might add at this point, Senator, that we have had the first large- 
scale ‘urban, renewal plan on the west side of Miinhattan under the 
supervision’ of, our own City Planning Commission of New York 
City. I ama resident of that particular area. It is an area which, 
in. the judgment of many people, is the finest residential area in the 
city of New York; from the point of view of nearness to the center of 
the city and nearness to the working plac¢ of the average businessman 
in an. office. The spirit of 600,000 people who reside in a changing 
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area where slums are moving in, the increased spirit of these people 


as a result of the renewal plan widely published in the last 3 or 4 | 


weeks, cannot be underestimated. We see a reversal, by reason of 
these urban renewal programs and this prograin in particular, to the 
deterioration in this area. 

_ This plan emphasizes the fact that we will make no attempt to use 
the “blockbuster te We are going to take old brownstones 


in the area and try to rehabilitate them; take old tenements and try to. 


do something about them; perhaps set up little park spaces in blocks 
that are too long, in the west side of Manhattan, the idea being that 
instead of destroying what exists, saving what does exist that is good; 
and there are good buildings mixed with bad. We hope the urban 
renewal plan will be something that the Federal Government, as well 
as the city of New York, can point to with considerable pride. 

We offer these suggestions as constructive approaches to. the prob- 
lem of bringing the cost of occupancy within the means of many 
people who cannot now afford decent housing. Both of these ap- 
proaches have been tried, here or‘abroad, and both of them have been 
found workable. We do not suggest that, these are the only op- 
proaches, but we do insist that it is imperative that some means be 
found to break through the high-cost scarcity market which is im- 

eding the rate of home-building and which, if it persists, will make 
it impossible for us to meet even the minimum housing goals of the 
1960’s and 1970’s. This is the responsibility that rests on your com- 
mittee and on the Congress. 

I would like now to comment on some aspects of the bills tefore 
you. I would like to address myself particularly to the committee 
pant which incorporates the substance of several of the pending 
ills. 

With respect to urban renewal, we welcome the increase in the 
authorization which would be provided in title II. I agree with 
Senator Clark and with Mayors Dilworth and Lee of Philadelphia 
and New Haven, respectively, that this year you should authorize a 
10-year. program of $5 billion, at the rate of $500 million a year, 
under terms that will make it possible for cities to develop long-rarige 
plans, reserving Federal funds in advance so that they can be assured 
that the capital grants will be available as the plans are put into 
execution. 

Both on behalf of ADA and.as an official of New York City; I 
oppose, the administration’s proposal to lower the Federal share of 
the cost of write-downs of land for redevelopment purposes. The 
gradual reduction of the Federal share from two-thirds to one-half 
would be a niggardly, short-sighted, backward step, -which could 
have the effect only of curtailing local programs.. Rather than de- 
creasing the Federal share, we should increase it, to 75 or 80 percent, 
to encourage renewal programs. 

Title III of the committee print offers some new approaches, per- 
haps long overdue, to some of the problems of public low-rent housing. 
But it also seems to us to raise some new: problems. . oe 

n particular, we welcome the emphasis ‘on greater local responsi- 
bility for housing authorities to plan.and manage their programs in 
accordance with local needs and. also we welcome the greater degree 
of loeal flexibility in setting rents and in permitting continued occu- 
pancy, under certain circumstances, by families whose incomes have 
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risen above . the levels of: initial eligibility. We welcome the em- 
phasis on planning low-rent public housing as integral parts of com- 
munities and neighborhoods, to escape from the institutional quality 
and isolation which have characterized some of our early efforts in 
this program. , 

Mayor Wagner and the board of estimate in the very next few 
days are going to announce the appointment of a new slum clearance 
committee, headed by Chairman James Felt of our city planning 
commission, who worked on this. urban renewal.report.., 

In its efforts to do this; however, it seems to us that the committee 
print raises some serious problems which might endanger the .effee- 
-tiyeness of the entire program. __, 

In the first place, we are troubled by the explicit emphasis ai set- 
ting rents as high as possible, and the incentives for local authorities 
todo this.’ It seems to us that this policy, if pursued as provided in 
the bill, would tend to riegate, the ver y pur poses of a low-rent housing 
program. 

I “might add at this point that the economic forces which exist ‘are 
sufficient to get. the responsible housing: authority, as we have done 
.in New'Y ork | City, to raise them when the’occasion demands.’ I.don’t 
‘think we have to have added’ incentives in order to do that. The 
authority may lag slightly behind the time when the rents should be 
increastd, but this is normal, procedure in:all government: ‘“Eventu- 
ally they catch. up and the proper rentals are made, considering the 
economic demands’ of: housing within, the community’s raised sti and- 
ard. of living and inflationary aspects of the economy oyer a long 
period of time.., 

In turning over to the local housing authorities gr eater ‘résponsi- 
bility and latitude in the management of low-rent housing subsidized 
from Federal funds, the~-bill should specify minimum standards 
to assure that the projects are made. to serve the purposes for which 
they are intended. Such+standards are necessary both to protect 
the Federal interest in’ providing housing for low-income . families 
and to protect the local authorities from the many pressures, working 
‘against low- rent public housing. We suggest, at a minimum, the 
followin 
. (1), In no event should, rent for eligible families exceed one-sixth 
of net family income, that: is, ' gross family income less deductions 
permitted under the act. 

(2) ‘Local housing authorities should be required to maintain the 
properties in'good condition and to set aside adequate reserves for 
maintenance and replacement before determination of so-called. “net 
proceeds.” This is particularly important to avoid giving an in- 
centive'to “milk” the projects. 

“We have very.serious doubts about the wisdom of ‘a policy which 
permits'the sale of public ‘housing units to individual occupants who 


‘are “over income,” for their continued occupancy. We do recognize 


the problem which arises when rising income places an occupant above 
the eligibility limits, and the need for flexibility to avoid displacin, 
families, who:are unable to find suitable dwellings compatible with 
their incomes: But we queStion whether it is good public policy to 
sell units, to’ higher-iiicome families, thereby removing these units 
froin the low-rent housing supply, while there are waiting lists of 
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enuinely low-income families. And we further question whether 
it is good common sense to. sell these units when the cost of replacing 
each unit with ancther for low-rent. occupancy. would certainly be 

eater than the appraised value for which they would be sold. This 
is particularly questionable’ when the funds available for low-rent 
housing are in the conceivable future so very limited. On the other 
hand, since the supply of housing for middle-income families. needs 
to be greatly expanded, we would. favor a provision to authorize con- 
struction: of additional: units by public authorities expressly for. sale 
to owner-occupants. But in no event should.an increase in Supply 
of middle-income housing be at the expense of low-income families. 

I hope you do not adopt-this, but if in spite of these drawbacks, 
it mal finally be decided to permit the sale of low:rent public hous- ~ 
ing units to overincome occupants, we believe that at the very least 

certain conditions should be satisfied : tes 

(1) That thepublic authority reserve the right to recover any unit 
if the owner ceases to occupy it, in order to prevent absentee owner- 
ship or sale for private profit; Setar 

(2) That net revenues from the sale; along with local authority’s, 
one-third share of' the excess of receipts over expenditures from rental 
housing, be placed in a sinking fund for additional low-rent units. 

We believe it would be much better, frankly, to meét the problem 
of tlie-overincome families head-on by, permitting them temporarily 
to stay on, at rising,rents or a scaled basis commensurate with their 
incomes, until they were: able to pay an. economic rent for suitable 
housing. I might add I would have a definite time period, perhaps. 
by regulation, that they would be perinitted to remain there. 

One of the reasons why the overincome families present a difficult 
problem is that there is not only a shortage of housing fér them but 
also a shortage of low-rent housing, so that every ovyerincome family 
staying on keeps a low-income family on the waiting list from being 
housed. The most obvious solution, of.course, would-be to build more ° 
low-rent units, as the Housing Act of 1949 originally contemplated. 
The need is particularly acute with the :acceleration-of urban renewal 
programs and the requirements of housing families displaced by slum 
clearance. We recommend authorization of a.10-year program of at 
least. 50,000 public housing units per year, 500,000 in ‘all, with no ter- 
mination date on the authorized units, so that’ the 'low-rent. public, 
housing program could be planned and executed in concert, with the 
urban renéwal program proposed in your bill. _The.50,000 should be 
considered a, minimum, subject to increased ‘authorizations if there 
was a, demonstrated demand from the localities for more: In many 
cities we have found that urban renewal is impeded by the difficulties 
of squeezing the displaced families.into an.overcrowded and over- 
priced housing market. And unless we find’ means to increase the 
supply of low-rent housing, our renewal programs will be greatly im- 
peded or diverted to nonresidential areas. Hit 

I would like, also, to make a cOmment on one other point, if I may; 
that is the provision which was discussed yesterday at these hearings 
by one of the ats with respect to the requirement. that in. urban 
reneival, in addition to the one-third writedown chargeable to,the 
municipality, that there also is tax éxémption, whereas if it is outside 

- the-urban renewal area, the municipality is only required fo give tax 
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‘exemption. We found in New York City, frankly, this is a kind of 
arbitrary designation as to which is low-rent project area and which 
is urban renewal area, and frequently they are right next to each 
other. Not only that, one of the criticisms of public housing which 
we think has some merit is that it is not creating homogeneous popu- 
lations. It has created,,in effect, in New York—and we are ver 
much concerned about it--what we call racial ghettos of a kind 
because certain low-income groups which have racial characteristics, 
unfortunately in our society have a tendency to go into the low-rent 
projects; they are the miost eligible persons to go. As a result of 
this, what we are trying to do in New York City, and I think it 
applies equally all over the Nation, is build a title I project and then 
a Srath iteteted ‘iniddle-ineome project, then a low-rent project, 
one after the other, in the same overall area. Certainly the .urban 
renewal program should be available-for this type of housing in this 
kind of area, so we get a cross-section, of our communities living 
| within a space of maybé 10 or 20 blocks. This gives us the kind of 
, homogeneous community we think we should be building and not the 
kind, unfortunately, we are building under the old procedures. 
Gentlemen, thank you very much. 
Senator Sparkman. Thank you, Mr. Lowell. You have given usa 
very thoughtful presentation and oné which I'know will be helpful 
to the committee. : . 
Next we have Dr. R. B. Robins, representing the American Medi- 
cal Association. 
Senator Fuusrieyt. Mr, .Chairman, may I say a word? May I 
have thé privilege of introducing to the subcommittee, Dr. Robins, 
who is one of the Jeading physi¢ians in my State. He has long been 
‘prominent in both medical circles and public affairs circles. He has 

een national committeeman for my State, has been president of our 
thedical ,association, and‘has taken'a great. interest in all kinds of 
public affairs for the public service. I am very happy to introduce 
to you Dr. Robins from Camden,.Ark: .. 

, Senator Sparkman. Thank ‘you, Senator Fulbright. We are de- 
lighted, ‘Dr. Robins, to have’ you with,us. You proceed in your own 
way... We havea copy of your prepared statement. 

Dr. Rosrys. Mr. Chairman, may I. ask that Mr. Foristel accompany 
me ? : : 

Senator Sparkman. Yes."' Will you identify him for the record? 

Dr. Rontns. James W. Foristel of. the American Medical Associa- 
tion’s Washington: offices: ‘He. is the legal adviser to the American 
Medical Association. | 

Senator Sparkman. You just go right ahead, Dr. Robins. 


STATEMENT OF R. B. ROBINS, M. D., ACCOMPANIED BY JAMES W. 
FORISTEL, LEGAL ADVISER TO THE AMERICAN MEDICAL ASSO- 
CIATION 


.Dr. Rozrns. Mr. Chairman and members of the subcommittee, I am 
Dr. R. B. Robins,.a' practicing physician of Camden, Ark. I am testi- 
fying today at.the request of the chairman of the board of trustees 
of the American Medical Association, and I am pleased to give you 
thé views of the American doctors on some of the problems of caring 
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for our aged citizens. I am a past vice president of the AMA and” 
past president of the American Academy of General Practice. 

I would like to interpose right here I am chief of staff of a hospital 
at my home, which has an annex which is a nursing home; and as © 
Senator Fulbright undoubtedly knows my wife happens to be in a 
nursing home as a result of multiple strokes, Therefore, I have a good 
many interests in the nursing home problem. 

My testimony today will be concerned with the medical: problems 
that are peculiar to the aged, the facilities available to care for their 
ordinary housing needs as well as their medical needs, the cost of 
these services, and the role of the proprietary nursing home in helping 
to solve some of these problems. 

It is our understanding that the Federal Housing Administration 
presently is offering mortgage insurance for construction of large non- 
profit institutional-type homes for the aged which may have‘a section 
for those needing nursing care. 

My remarks today will be directed solely toward pointing out the 
need for a similar program of loan guaranties for proprietary as well 
as nonprofit organizations and I want to point out that currently 71 
percent of nursing home patients are cared for in proprietary institu-: 
tions. 0 . : 
As the basis for my testimony, I want to state that the American 
Medical Association, through its board of trustees, has approved and 
will support a Government-insured loan program of the FHA type 
for nongovernmental hospitals and nursing homes-whether their own- 
ership is of a nonprofit or a proprietary character. eS 

In recent years, the problems of the elderly have attracted an ever- 
increasing amount of natiofhal attention, both within the Government 
and among groups and’ associations outside Government. This is 
understandable since the proportion of our population over age 65 
is increasing at a rate that might be described as amazing. . In 1900, 
there were only 3 million of these elderly people. Now there are ap- 
proximately 15 million. Already’they represent nearly 9 percent of 
our entire population, and the trend has not yet leveled off. 

Not one but many factors explain how mankind has been extending 
its lifespan—advances in medical. science, a-new awareness of the 
principles of nutrition, better working conditions that allow: more 
men and women to reach retirement age, and better housing. All of 
these fatcors and others have contributed to the increased longevity 
of our population. 

New, problems naturally attend such gains, many of which can only 
be solved by persons skilled in furnishing medical care arid nursing 
services. 

From its beginning more than a century-ago the American Medical 
Association has been deeply involved in medical aspects of caring for 
the aged. At work now in this field are three. active committees 
attached to thé American Medical. Association’s Council on Médical 
Service. These three committees are the committee on aging, the 
committee on indigent care, and the committee on medical and related 
facilities. ) 

Our work in these fields has. been performed in cooperation with 
other interested agencies. Twelvé years ago, renresentatives of the 
AMA met with representatives of the American Hospital Association, 


25834—58——_44 





. 


678 : HOUSING ACT OF.1958: 


American Public Health Association, and the American Public Wel- 
fare: Association, to establish an interim committee on chronic illness 
which, in May 1949, was changed ‘to the commission on chronic ill- 
ness, with representativ es of the general public, industry, labor, agri- 
culture, education, religion, social sciences, journalism, health, and 
welfare. 

A number of studies were made. One of these I will leave with you, 
‘entitled “Nursing Homes, Their Patients, and Their Care,” p published 
bythe United States Pi iblic Health «Service which cooperated in 
this study. 

Senator SparkMANn. It will go into tlie files for our information, 

Dr. Rosrys. Although the: commission was disbanded as sucli in 
June 1956, the -coo erating organizations continue to work on the 
parts of the progr am In which they are best qualified. The council « 
on medical service of the American Medical Association ‘still prints 
the Newsletter 6n Chronic [lIness, atopy of »which is atti ached: 

Senator SparkMAN. That too will go into the files for the informa- 
tion of the committee. 

Dr. Rogtys.: This’ interest of a AMA continues: right’ ye the 
line to'the family physician ‘who is on the scene when the various 
medical. crises occur,in the liyes-of ‘older people. A majority of our 
constituent State medical societies: have’ formed committees on aging 

‘and are making their contributions. In addition, as a recent devel- 
opment, a series ‘of regional meetings, sponsored by the AMA, has 
been -held to stimulate local action-in bringing the best vossible medical 
care to senior citizens in their homes, 1 in ‘physicians’ offices, in nursing — 
homes, and in hospitals. 

I: Would like to ‘mention. several other concrete achievements that 
are the result of cooperative undértakings of the medical profession, 
the hospital and nursing-home people, the insurance industry and the 
drug’ industry. |. 

First, let me mention new treatment and surgical procedures have: 
been developed to ease the discomforts of the ill al disabled aged, 
and in. many cases to rehabilitate them to the point where. they can: 
take care -< themselves and often return to employment. Some of 
these are cortisone; antibiotics, tranquilizers, early ambulation of oper- 
ative cases, physical and occupational therapy, early evaluation of 
seriously ill-and ‘injured for vocational guidance and training. . 

Secondly, enrollment: of older people under voluntary health insur- 

‘.- ance has increased at an encouraging-rate in recent years. In fact, it 
has ‘gone up about 100 percent in the last 7 years alone. Presently, 
exclusive of the 3 million older persons who receive public assistance, 
more than 50 percent. of those over 65: have some form of health 
insurance. 

Thirdly, the American Medical Association has joined with the 
American Hospital Association, the American Dental Association, and 
the American Nursing Home Association in the formation recently of 
the Joint Council to Improve the Health Care of the Aged. This 
council’s long-range. goal is better health for all the aged. Its most 
immediate concern is working out answers to meet the financial and 
social problems that accompany chronic illness. 

Fourthly, hospitals are actiyely experimenting with gradations of 
care. That is a new concept that attempts to fit the patient to the 
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type of care he pews, but not for complete hospital care when that is 
not required. 

Fifth, for the last yedr, representatives of the American Medical 
Association and the American Nursing Home Association have been “| 
meeting regularly to-prepare improved medical care standards for the ae 
nursing homes, standards that admittedly are badly needed in some 
sections of the country. 


In February’ of this year the ‘firsts national conference on’ nursing 


homes and homes for the aged was held here i in Washington. I offer | 
for the record a summary of that conference’s report, containing in-. | ae 
formation supporting our request for action in this field.’ : ©. a 

Senator SparKMAN. We will place that in the files: also. te 


Dr, Rostns. Most of the aged il or disabled ¢an, ‘and: are,_best.: 
cared for in the physician’s office or in their homes, still others re-, ; 
quire care in a medical facility. ‘The question is, do, these people  <e8 

‘need. care in a general hospital ‘at 4 cost of $20 to. $25 per day? | 4 
+. Some of them do, but others could receive the maximum pr seinen ‘al 
atténtion their condition calls for ina much less expensive faeility— ee 
a properly constructed and operated nursing home, with professional . 9°. 
medical and nursing care at hand‘or readily: available.“ L.am speak- 
ing now of older people with conditions that are chronic, such as 
high blood pressure, diabetes, arthritis,:paralysis. 
There is a much larger group who require some nursing and: med- 
ical care, and who could be provided .for quite satisfactorily’ an pri- 
vate homes. Yet, for-many reasons, the relatives—if there are rela- a 
' tives—are not,in a position to take in these older people. They need |. + 9 ae 
- housing, and some medical care, but not hospital care In many cases. 
Yet, many thousands of them. are in hospitals, merely because there 
are not suitable nursing homes or’ other chronic disease facilities. “. aa 

This situation, points up the critical need. for new and improved - By 

facilities tailored to: the specific health:requirements of older citi- a 











zens. Nursing home administrators have appeared before your com- | * i 
mittee earlier... They have convincing evidence, a¢écumulated over re-" a 
cent years, : that they can’t provide the services they want to provide = | “he 

; in quality or in quantity because they are unable to obtain the credit ae 
they. need on reasonable terms. 


The normal lending agencies just are not making loans to proprie- a) 
tary nursing: homes in any significant, volume. - The lendershavetheir ae 
reasons——because the homes generally are one-purpose structures, un- a 
attractive as a straight commercial risk, even though foreclosures are 
rare. 

As doctors we ‘know the need for ‘attractive, ‘clean, safe, nursing 
homes, where we can be sure our older patients will receive the 
proper nursing care under our direction, and where the costs will 
not be prohibitive. 

Through the Hill-Burton and other programs the Federal. Gov- 
ernment for years has been assisting public and nonprofit hospitals 
through money grants. The proprietary nursing homes are not.ask- 
ing for grants, but only a Federal guaranty to make it possible for 
them: to obtain the mortgages they “need. They ‘will pay the going | 
rate of interest including the mortgage insurance premium and will 7 
repay these loans. 
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We strongly urge this committee to consider. an insured type loan 
for which proprietary and nonprofit nursing homes could qualify, 
under FHA. This would stimulate the local lending agencies and 
bring about an atmosphere that would create the capital that is 
needed for construction and equipment. 

I do not know of a single group in the medical field that does 
not now urge the construction of special facilities for the chron- 
ically ill and for the aged. That is exactly what a well-equipped, 
well-administered. nursing home is. All medical authorities with 
whom I have been in contact believe this to be one of the really criti- 
cal medical shortages today, which: we have in this country. 

Senator Sparkman. Thank you very much, Dr. Robins. It ‘is a 
‘very fine statement. ‘ 

Senator Fursricihir, Mr. Chairman, I think that was.a very inter- 
. esting statement. It seems to me that the doctor makes a very 

. good ‘case. , 

: If I understand ,you, one of.the most important .elements would 
be tlie relieving of the pressure on the hospitals, if these could be 
built; and it would not be a net loss to the Government by any means; 

is that correct ? 

_ Dr. Rosrns. It certainly would relieve a considerable load on the 

hospitals, . 

' Senator Futsricut. Many people die in hospitals who could be as 
well taken care of in nursing homes, at much. less cost to them. 
Is that true? 

Dr. Roprs.. Yes, that is very true. 

Senator Eursrienr. With mutch less cost in the sense of invest- 
ment in the building? 

Dr. Roptns. Yes. 

Senator Fursricnat. All you want is an opportunity to share in 
the guaranty program.’ You do not ask for any grants at all? 

Dr. Rozins. No grants, no; just an opportunity for these people 
to obtain loans., 

Senator Futsrienr. At whatever the going interest rate is? 

Dr. Rogrys.. That is right. 

Senator Futsricur. And over what period of years do you have 
in mind? 

Dr. Rostns. : Well, I think, 20 to 30 years. 

_ Senator Sparkman. Mr. Chairman, I may say you were not able 
to be here wheri the people representing the nursing homes presented , 
_their program. They suggest a rather conservative term—75 per- 
- cent insurance, for instance, and relatively short terms—I think 20 
years, at the regular FHA interest rate. th 

I feel as you do that it was a very conservative program. 

I. may say, Doctor, that some time back these gentlemen came 
to seé me in my office and presented their program to me. To be 
perfectly frank with you, when it was first suggested I did not im- 
‘mediately: react to it. But when the facts were presented just as 
you have presented them here today, after all, this is housing, for a 
definite segment of our people and it is a segment that remains fairly 
uniform so far as the percentage of the population is concerned, all 
the time, does it not? You'can count on approximately this percent- 
age of the population, always requiring this type of attention? 
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Dr. Rosrns. Yes. 

Senator Sparkman. And you bring out the point that 90 sone 
of them are in private institutions, rather than public? 

Dr. Rosins. There are 71 percent in proprietary institutions, , 

Senator SrarkMAN. Rather than in public or charitable or non- 
profit institutions ? 

Dr. Rostns. That is right, yes. 

Senator Sparkman. By the way, a point was made in the presenta- 
tion the other day, too, that funds are already available for public 
and for nonprofit institutions, but what you are asking is that we 
take notice of the need for this 71 percent that are deniéd any relief, as 
far as legislation is concerned ? 

Dr. Rosrs. That is right. 

Senator SPARKMAN. May I say that one of the questions T asked 
these gentlemen when they were in my office, as your associate can . 
verify, was the attitude of the American Medical Association on this, 
so I think it is most, helpful to the committee to have you come and 

‘present the official views of the American Medical Association. 

Dr. Ronis. Thank you very much. 

Senator Sparkman: By the way, may I say to you that I suggésted 
that our staff prepare a proper amendment and I believe it has been 
done, to offer to the bill, and you certainly have fortified it. 

While you are here, Doctor, may I ok you about another question. 


{ am not sure you -were-in the room at the time Mr. Wilson was pre- 
senting his testimony representing the American Hospital Associa- 
tion. He told us something about the increased rieed for housing for 
medical interns and nurses. .You know we initiated that program 


last year in ari amendment to the bill right here in this committee and 
we had a larger amount. But by the time it went through conference. 
with the House, the amount, I ‘think provided, was $25, million. - It 

was clearly demonstrated in "the testimony of Mr. Wilson, that that 
~ $25 million which was cut dow n by the President to $22,900,000 
under his impounding formula, is wholly inadequate to meet the 
present need. 

Do you concur in that statement? 

Dr. Rozrns. .Well, I really 

Senator Sparkman:'And has the American Medical Association 
stated a policy with reference to housing for medical interns? 

Dr. Rosrns. So far as I know, they have not, Senator. 

Senator Sparkman. Did you take any action on the program that 
we initiated last year? 

Mr. Fortstret. Senator, we did not have a chance to because it did 
not come up in the original bill. 

Senator SPARKMAN. I know, but I was thinking that perhaps some- 
thing had been done.since that time. That you had taken notice of it. 

Mr. Foristex. No, our legislative committee had not met since this 
issue became hot again this year. 

Senator Sparkman. Oh, I see. Well, for my part I would like to 
suggest to the American Medical Association that it check this propo- 
sition on the program that we initiated last year, and which I hope will 
be continued and expanded for the coming year on nursing facilities 
and facilities for medical interns. Of course this question “of care of 
the aged or aging is one that we are greatly concerned, with. It has 








682 '. HOUSING ACT OF 1958 


many problems. I am glad to note that you have these standing com- 
mittees relating to it, and we shall w elcome your suggestions and help. 
and recommen ations at any time. 
Weare grateful to you for your presentation today. 
Dr. Rosrns. Thank you, Senator. 
Senator Sparkman. Thank you very much. 
The committee will stand at recess until 2 o’clock this afternoon, 
(Whereupon, at 12: 15-p.'m., the subcommittee recessed until 2 p. m., 
the same day, Wednesday, May 21, 1958.) 


AFTERNOON SESSION 


Senator SparkMAN. Let the subcommittee come to order, please. 

I expect other members of the subcommittee to be here a little later, 
but ‘I think we had better get started because the Senate is in session 
and most likely we shall have a rolleall a little later, so we had better 
move right along. 

Our first witness is Mr. Philip F. Tripp, president of the National 
Association of Housing and Redevelopment Officials. 

Mr. Tripp, will you come around? You ‘have some associates with 
you, I believe. Will you gentlemen come around and sit at the table? 

Mf: Tri ipp, I seé from your statement you will refer to those who 
are with you and identify them for the record. 

We have copies of your statement. You just proceed. The full 
statement will be printed in the record, if you wish to shorten it or 
summarize it. - I am not trying to cut you short, but I just warn you 
we are ipt-to get called over to the Senate after while. 


STATEMENT OF PHILIP F. TRIPP, PRESIDENT; ACCOMPANIED BY 


KNOX BANNER, EMMEDIATE PAST PRESIDENT, AND LAWRENCE, 


M. ‘COX, CHAIRMAN, REDEVELOPMENT SECTION, NATIONAL 
_ ASSOCIATION OF HOUSING AND REDEVELOPMENT OFFICIALS 


Mr. Trier. Mr. Chairman arid members’of the committee, my name 
is Philip F. Tripp. : I am the president of the National Association 
of Housing and Redevelopment Officials. I am also executive direc- 
tor of the New Bedford, Mass.,, Housing Authority. 

Accompanying me today are Knox Banner, immediate past presi- 
dent.of our association and executive director of the Little Rock, Ark., 
Housing ey, and Lawrence M. Cox, chairman of the rede vel- 
opment section of NAHRO and executive director of. the Norfolk, 
Va., Redev elopment and Housing Authority. 

We appreciate very much the opportunity to appear before you to 
_ present the legislative recommendations of our association with re- 
spect to urban renew al, public housing, and related programs. 

The National Association of Housing and Redevelopment Offic ials 
is a private, nonprofit professional association founded in 1933. It 
comprises civic leaders and public officials interested in the mprove 
ment of public administrative practices in housing, redevelopment, 
and renewal, and in the achievement of a ‘healthful living environ- 
ment for every American.family. 

The members of our association are Iargely those who administer the 
low-rerit’ public housing and urban renewal, programs in communities 
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throughout the Wnited States.. They are concerned with all the 
roblems of planning, financing, building, «ind managing housing for 
ow-incomé families, and with sium clearance, redevelopment, housing 
rehabilitation, neighborhood conservation, and the enforcement of 
minimum housing standards. 

In accordance with the instructions of the Gommittee, our specific 
legislative recommendations are contained in an appendix at the end 
of this statement which we have filed with your committee. :: They are 
the product of careful study and consideration by the members, .com- 
mittees and board of governors of the association and reflect our feel- 
ing that.such vital programs as urban renewal and public and private 
housing must keep pace with the tremendous pressures that are de- 
manding a high rate of housing production and a comprehensive 
approach to urban rebuil ling. 

As you have indicated, Mr. Chairman, we have. filed a complete 
statement, and we propose now in,the interest of conserving the time 

of the committee to just touch upon the highlights of that statement. 

Senator SrarkMan.. That is very good, ‘and the entire statement will 
be printed in the record. 

Mr. ‘Free. Thank you, Mr. Chairman. 

The past year has been marked by.a surge of interest on-the part of 
communities throughout the country in undertaking slum clearance, 
rehabilitation, and conservation under title I of the Housing Act of 
1949. It has been marked by substantial progress in moving urban 
renewal projects from planning to execution and. from execution 
toward completion. 

But. this tremendous momentum for urban renewal has comie at a 
time when ‘capital grant obligational authority—the life blood. of 
the program—is effectively exhausted. As of March 31, the latest 
date for which figures are available to NAHRO, applications on hand 
with the Urban Renewal Administration involved, capital grant re- 
quests almost $140 million in excess of the obligational authority 
available and expected to be made availible during the balance of tlfe 
fiscal year. : 

Continuation of the rate of applications which prevailed during 
the first 9 months of the fiscal year, approximately $50 million. per 
month, will result in a deficiency on June 30 of the magnittde of 
$275 million. This is greater than the total amount which the Ad- 
miinstration proposes to make available “for all of fiscal 1959 and 
means that the program will be faced with ‘a serious, perhaps fatal, 
capital grant crisis at the very, begmning of the new fiscal year. 

Why do Is say “fatal” Simply because communities cannot prop- 
erly plan and program essential urban renewal activities in the face 
of prospects of exhausted: capital grant obligational Authority——as 
has occurred: several times within the past year. Each community 
must have the assurance that capital grant authority is available in 
sufficient quantity and at the time it is prepared to undertake an urban 
renewal project. ; 

We are, of course, encouraged by the recognition of the concept of 
a “continuing basis” for the urban renewal program contained in/S. 
3399, the administration hous sing bill. But neither the administration 
proposal for a 6-year program for the administration’s recommenda- 
tion for the amount of obligational authority in any one year is suffi- 
cient: to meet essential urban renewal needs. 
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As we have indicated, the Urban Renewal Administration is cur- 
rently receiving applications for new and increases in existing capital 
grant. reservations at the rate of about $50 million a month or $600 
million a year. 

In order to provide the assurance of a continuing availability of cap- 
ital grant authority as needed by our communities, NAHRO urges 
upon the Congress an increase in obligational authority i in the : amount 
of $600 million each year for 10 years, with an “acceleration” clause 
that would permit the Administrator to contract to make capital 
grants in excess of $600 million in any 1 year, provided that the total 
amount of capital grants contracted for in the 10- year period does not 
exceed $6 billion. 

It is essential that a more realistic balance be drawn between the 
respective capacities of the Federal Government and local govern- 
ments to finance essential urban renewal activities. 

It is a matter of appraising the magnitude of the problem and 
determining the amount of Federal assistance required. In order to 
assure the optimum utilization of the very limited financial resources 
of our communities and provide for essential Federal participation to 
meet minimum needs, NAHRO advocates an increase from two-thirds 
to 80 percent the Federal share of net project cost. 

Another legislative charge necessary to facilitate financing by local- 
ities of their share of the cost of urban'renewal projects is a liberali- 
zation of timing requirements with respect to noncash local grants-in- 
aid. .The provision of public improvements and facilities is the means 
whereby many communities are able to meet all or a substantial part 
of the loca] grants-in-aid requirements. 

S NAHRO, therefore, advocates an amendment to the Housing Act of 
. 1949 which ‘would establish the eligibility as’ noncash local grants-in- 
aid of public improvements and facilities, the construction “of which 
was commenced not more than 5 years prior to the authorization by 

‘the Administrator of a contract for financial assistance for the project 
to which such improvements and facilities are related. 


With respect tothe predominantly residential. requirement, the - 


authority contained in the Housing Act of 1954 for the use of up to 10 
percent of all capital grant authority for so-called nonresidential ex- 
ception projects provided a very limited means with which to deal 
with areas not now predominantly residential and for which: the 
appropriate reuseis nonresidential. 

Complete elimination of the requirement that an urban ‘renewal 
area must be clearly predominantly residential unless the area will be 
redeveloped ‘for predominantly residential use would provide a mech- 
anism for effectuating urban renewal in its broadest sense. It would 
leave to each community the determination of priorities with respect 
to its urban renewal problems and permit the community to schedule 
its essential urban renewal activities accordingly. 

In. this cqnnection, T would like to comment on the administration 
proposal for a program of loans, but.no grants, for commercial and 
industrial redevelopment. projects. This proposal provides a mech- 
anism for dealing with nouiresidential blight, the efficacy of which is 
seriously doubted. The same economic. facts of life which necessitate 
a writedown for the clearance of residential slums apply to this situa- 
tion. It would be extremely regrettable if such a loan program were 
regarded as an acceptable alternative to the elimination of the pre- 
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’ 


dominantly residential requirement or the liberalization of the non- 
residential exception project authorization now in the act. It is’our 
conviction that approval of this proposal would simply provide in the 
statute’ books a mechanism which can have only limited application in 
‘eliminating commercial and industrial blight. a 

Effective program activity is dependent upon our ability to sim- 
plify the urban renewal process and reduce the time required to get 
projects from planning into execution and through execution to-com- 
pletion. I would like to discuss very briefly certain, statutory 
changes, which if adopted, would produce a material ‘reduction in 

* this “lead” time. 

One such proposal is contained in the administration housing bill. 
This is the proposed amendment: to section 110 (b) of the act to 
permit simplification of the required contents of an urban renewal 
plan. NAHRO supports this proposal. 

We would like to suggest two other means of expediting the urban 


renewal process. The first is an amendment to the act to permit ° 


the Administrator to accept, in lieu of much of the detailed’ docu- 
mentation now required in. support of applications and reports sub- 
mitted by local public agencies, local certifications, supported by 
conclusive findings; with respect to such documentation. 

The effect of'such a statutory authorization would be to obviate 
the necessity for detailed and painstaking review by the Urban Re- 
newal Administration of a considerable amount of: material assem- 
bled: locally in support of applications for financial assistance under 
the act. 

This proposal is in keeping with the fundamental philosophy that 
the program is a locally administered effort on the part of each com- 
niunity. to rid itself of slums and blight, with Federal financial 
assistance, 

Closely related to the simplification of the required contents of an 
uarban plan is the necessity. for a means, where permissible. under 
State’ enabling legislation, for a local public agency to commence 
those project execution activities which are. not dependent ‘on ‘the 
existence of an urban renewal, plan and which can proceed simul- 
taneously with the preparation of the plan. .These ‘include: such 


. activities as land acquisition, relocation, and demolition. NAHRO’ 


advocates legislative authority permitting the making of temporary 


' loans, in advance ‘of the capital grant, in order to finance such project 


activities. 


NAHRO supports the proposal in the administration housing pill 
for the provision of Federal financial assistance to communities for 


. the. preparation or completion of community renewal programs... 


However, we are opposed to the élimination of assistance for the 


preparation of general neighborhood renewal plans and the under- 


taking of feasibility surveys. The same considerations: warranting 
their inclusion in the act, by amendments in the Housing Act of 1956, 
justify their retention. 
Similarly, we oppose the administration proposal for substitution 
of planning grants for plarining advances. x 
NAHRO advocates the extension of eligibility for relocation pay- 
ments to all individuals, families, and businesses displaced ftom an 
urban renewal] area pursuant to an urban renewal plan. 
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I would like to comment on the proposal in the committee print 
to authorize relocation payments, out of title I funds, to individuals, 
families, and businesses displaced by all forms of governmental ac- 
tion. 

While NAHRO generally supports relocation assistance to all dis- 
placees, within urban renewal areas and elsewhere, we are very 
concerned that the enactment. of this proposal into law will divert 
substantial amounts of the limited title I funds from the purposes 
for which they are’: ‘authorized. 

We support the proposal in the administration bill for establishing 
a single uniform date for the determination of the interest rate -apph- 

cable to loans and advances for urban renewal projects. 

In addition, NAHRO urges the Congress to correcta situation 
which: has materially limited the use of definitive loans as a means 
of effecting the leasing of project land. ‘Under existing law it is ex- 
tremely difficult to negotiate with potential redevelopers respecting 
the terms of a lease when the ‘interest rate is not-known. The de- 
finitive loan interest rate is not. established until the time of approval 
of the definitive loan contract. The definitive loan interest rate 
should -be established at the time of the loan and grant contract. | 

Further, NAHRO feels that the interest rate for definitive loans 
should be established on ‘the same basis as that recently. approved 
by -the Senate in connection with the public-facility loan program: 
the current average yields on outstanding marketable obligations 
of the United States’ of comparable maturities as of the last day 
of the month preceding the. issuance of ‘such obligations, in lieu of 
the present practice which combines the ex xisting st ututory prov ision 
. with administrative ruling to produce a “profit” to UI <A at’ the ex- 

pense of facilitating the use of definitive loans. 3 
We would.like to invite the attention of the committee to a matter 
in which‘the clear intent of.the Congress,-as we view it,.is not re- 
flected in the administration of the act. This concerns the provisions 
of section 110 (@). 
HHFA now permits real estate tax payments or credits covering 
both land and buildings only with respect to,improved property. 

We believe that the Congress, in enacting the taxpayments and 

credits; provision of section 110 (e), intended that such taxpayments 
or credits be ‘allowed on all aéquired property, improved and un; 
improyed,'so long as such property is held, by'the local public agency. 
If this understanding is correct, we urge that Congress make clear 
to HHFA that.such payménts and credits apply to unimproved prop- 
erty and to property ‘from ‘which the improvements liave been re- 
moved, so long as title thereto remains in the local public agéncy. 

On the subject of public housing, we would like to say that’ since 

public housing is an integral part of urban renewal, NAHRO’s sup- 
port: of a 10-year; continuing renewal program necessarily means that 
we believe there must be assurance of a strong and éontinuous publie 
housing program.. We are niuch concerned that in récent years pub- 
lic housing has been moving slowly, adding only very limited amounts 
of new low-rental housing to a market. that sorely needs a substantial 
supply of such’ housing. The public housing program should be 
moving along rapidly: and’properly timed to accommodate dis ‘place- 
ment resulting from redevelopment, clearance operations, application 
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of occupancy controls in the housing code enforcement phase of. the 
renewal program, and demolition in connectiqn with the highway’ 
program. 

We have included in our statement some explanations as to why we 
think that public housing has not been a fully functioning partner : 
in the cae and to suggest the steps that we believe must. 
be taken immediately ‘to overcome, the serious problems that the pro- 
gram faces. ; . 

We share the opinion that the public housing program, which is now 
20 years of age, should be subjected to some complete reorientation, 
that based on the-experience ofthese years there are many changes 
that have taken place. They should be recognized, and the program 
should be brought up to date. : 

in this connection, we would like to say that we endorse the proposals 
respecting the low-rent housing program contained in the committee 
print with the exception of the 20 percent gap.. We are in favor of a 
10 percent gap in lieu of the 20 percent gap contained ‘in section 302 
of the committee print. 

We believe that the matter of rent/income ratio is deserving of seme 
very Serious consideration so that a more realistic viewpeint might be 
taken in the light of the present-day experience and the ratio of income 
to rent existing in private housing... \We would like to suggest ‘that 
consideration, be given to a change of the ratio from 5-to-1 to 7-to-1.- 

‘We have a suggestion that section 303 of the ¢emmmittée print be re- 
vised to provide for the use of proceeds front the'sale of units of public 
housing for replacement public housing units. 

We would like to recommend a revision of section 307 of the ¢om- 
mittee print to provide for disposition of public housing sites in'urban 
renewal areas at prices eqnal to fair value for use in accordance with 
the'urban renewal plan. | 

One very serious recommendation and one whicly we ieel'is extremely 
important: is that the full authorization for annual contributions con; 


tained in the Housing Act of 1949 be made available,to the local hous- 


ing autlority. | 
We recommend that the Public Housing Administration pay td local 
housing authorities the full fixed annual subsidies .as established in 


‘their basic annual contributions contracts. Such ‘subsidies, of course, 


are applied to the reducing of the wrinual debt service of a project. 
Should the rental income, of a project exceed operating costs and 


operating reserve requirements, two-thirds of the so-called “residual 


receipts” would ther be applied to further reduction of the debt, with 
the. remaining one-third available to the Jocal authority for. use in 
carrying out its obligations under its State en:ibling legislation in 
furthering the objectives of the local low-rental program. The imple- 
mefitation of this recommendation is embodied in ;thé Janguage.of 
section 304 of the committee print. . 


We firmly believe that serious consideration should be given-to trans* 


.ferring more responsibility and authority to the local housing au- 


thority., We believe that Federal stypervision should exist during, the 
development period in order to establish the validity of the annual 
contributions and that. thereafter housing authorities would bé re. 


quired to have independént financial audits made of their accounts by 


either their State auditor or by a certified public accountant and 
through their boards of coinmissioners, be required to certify to the 
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Federal agency that they had complied with all provisions of pertinent 
Federal legislation and that their financial statements were true and 
‘correct. 

We believe that this kind of authority: and responsibility should in- 
clude the establishment of rents and income limits, establishing budg- 
ets and responsibility for the control of expenditures, and that: the 
program should be as we feel it was originally intended by Congress— 
a matter of local responsibility conducted by local indiv iduals who 
make up the membership of the local housing authorities. 

We also are in favor of making available to tenants.whose incomes 
have exceeded the limits for continued occupane’ y the.dwelling units 
which they occupy and that some feasible, economically ‘sound manner 
of making them available to them by pur chase should be worked out. 

We believe that with respect to public housing on urban renewal 
sites, in view of the fact that a duplicate local contribution is now re 
quired for public housing, if it is developed in’an area being rebuilt 
with Federal aid under title I of the Housing Act of 1949, the normal 
local tax exemption provisions for public housing should be.accepted 
as the local grant-in-aid required under title I. The same local co 
tribution requirement would then apply to projects within rene ri 
areas as apply to those located outside such areas. Section 307 of the 
committee print .accommodates this recommendation, except that we 
suggest the language-be elianged to provide for price determination by 
the local public agency with the approval of the’ Administrator on 

: the basis of appropriate reuse value. 

We also’subscribe very strongly to the thinking that there should be 
more flexibility in the sélection of sites for public hotising,; that de- 
velopments should be.on scattered sites, and that there should be move 
creative design, that there should’ be continuing recourse to the use of . 
new materials and’; ideas so as to'depart: as stiongly as possible from the’ 
fastitutional type of structure. , 

We. have another recommendation in eonnection with the stand- 
ardization of cooperation. agreements between the local community 
and the, lo¢al*housing authority. Ih return ‘for acceptance of- pay- 
ments in lieu of taxes, the local governing body in its’ cooperation 
agreement with the local housing “authority agrees without cost. or 
charge’ to furnish to the local authority and the tenants of the project 
the public services ‘ahd facilities to the same extent ‘and of the same 
character as are furnished without cost or charge to other inhabitants ° 
in the city.. 

At the time many earlier cooperation agreements were executed, 
the‘ cities, provided without: charge such services as sewage disposal 
and garbage, trash, and ,ash collection and disposal. Subsequently, 
many cities, because of increasing demands for municipal services and 
néed for additional revenue, have instituted a system of separate 
charges for sewage disposal and garbage collection. It_is not possible 
for the local authority to make appropriate payments for these serv- 
ices because the earlier cooperation agreement reqitires the city to 
continue without charge whatever services were provided on the date 
of execution of the agreement. 

On the other hand, agreements entered into ‘subsequent to May 
1950 permit flexibility i in its provisions to accommodate the changin 
municipal practices with regard to charges. As a result, the toe 
authority is able to pay charges where normally levied against other 











inhabitants or dwellings for sonie projects developed more recently, 


put cannot do so for those covered under earlier agreements. 

It is recommended that the Housing Act’ of 1937 be amended to 
permit a local authority to pay uniformly the cost of public services 
and facilities furnished by the local government to low-rent, public 
housing projects under its jurisdiction. : 

We have some recommendations in connection with FHA mortgage 
insurance with a view to helping out the problem which exists among 
families who are in so-called middle-income groups and perhaps 
assisting in the problem of providing housing for people who are 
elderly and other. people who have specific problems. 


Mr. Chairman, we have presented in our statement certain legis- . 


lative recommendations which, if adopted, will, we feel, insure a 
continuing and effective urban renewal program, a revitalization of 
the low-rent public housing program, and a. substantial start toward 


meeting the housing needs.of middle-income families. 


- But any program is only as effective as its administration. In this 

connection, we commented earlier in. the statement ‘concerning ‘what 
we regard as certain deficiencies in the administration of the public 
housing program. |: = ~°'. . ; 

With respect to urban renewal, we desire to record the fine relation- 
ships which exist between the Federal agency and local public agencies. 
The HHFA Administrator ‘and. the Urban Renewal Commissioner 
and his staff have been, generally responsive to the needs and con- 
cerns of the localities in their policy determinations and have sought 
to simplify and expedite the urban renewal process. This positive 
approach -to administration of the program has been reflected in its 
substantial growth and progress during the past year. ° 

That concludes our presentation, Mr. Chairman. If there are any 
questions, with the assistance of Mr. Banner and Mr. Cox we will 
try to answer thesé questions. : te 

Senator Sparkman. Thank you, Mr. Tripp. - 

You have treated the matter so well in ‘your statement that’ you 
have given us, and even niore’so in your. full, statemerit, that you do 
not leave much room for questioning. However, while you three 
gentlemen; are here’ I should like to ‘ask’ you a question that really 
‘relates to part of our. hearings held: a few days ago when Mr. Slusser 
washere. . ; 


ing in large part with the public 


‘ yo 


Your testirnony has been deali : 
housing program. Mr. Slusser is:thé Administrator of the public 
housing program. While he was here he was questioned a good bit 


- about the number of units that had.been built, that were under con- . 
tract,. that were ae ay commitments made for, and so on ‘and so 
e 


forth. - Finally, Senator Capehart asked ,him this question: 


In. other words, you have had the authorization here for 70,000 arid the law 
and the money, and yet they have not built more. Whose fault is it? » Yours? 
Or the cities’?, Whose fault is it, if anyone’s? I am not saying ‘it, is anyone’s 
fault. Lila i: 


Then, later on, after Mr. Slusser’ had. given some answers to it, * 


Senator Capehart again said: 


Now, whose fault ‘is it? Is it the committee’s. fault? The Congress’ fault? - 


Your fault?+ Or is it the cities out there where these public housing units might’..' 


‘well be needed ? 
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‘I wonder if you gentlemen who have been in the business of man- 


aging public housing projects for a long time have any comment on — 


that ? 

- Mr. Trip.‘ Mr. Chairman, wlat I say may not be the complete 
answer to-this question. It is certainly a very logical'question. And 
what I say I intend to be a statement which is a constructive one. 

I think when we look back at this program and the history of it, 
we ‘feel, and we have every reason to feel, that it is’a program that 
was originally designed to be administered at the local level. . It is 
a local program in its very nature—with Federal financial assistance, 
to be sure. But.I think it might reasonably be said that during the 
past few years there has been an increasing tightening of controls 
and authority at. the Federal: level: 

This could very well be a deterrent to additional participation in 
the program by communities who have already shad: programs and 
projects under this act, an d I think the experience of ‘those who have 


been-.ii the-ptogram could, very well..deter or serve, to lessen the 
interest of other communities who might Giseuen: the program and 


be inquiring from these who dre already in it as to just. what the 


program is all about and what has to -be done. 

I offer this as a matter of constructive criticism beenuse I think it 
is reasonable that communities are not retirin is to get into a program 
Where, there is’ a great’ deal of so-called red tape or an increasing 
amount of control and restriction. 

Senator Sparkman. What would you say to that, Mr. Cox? 

Mr, Cox. I think: that that is correct. It is my personal, opinion 
that that is correct. I think there are two things that have had a 

very definite effect on the program. 

The very ‘limited. niumber of public housing units authorized... For 
all, practical purposes, there is a 35,000 limit on the number. Well, 
one to two thousand communities in this country are not: going to 
‘get themselves worked up about public housing and try ‘to go tlirough 


all of the preliminary’ processes th: at are involved with a 35,000-limit 


national goal. 

I predict if it wer'e reduced to 20,000-you svoul | have even a,smaller 
percentage of that actu: ally used. 

Unless and until’ the country sees this programy authorized ‘in 
quantities -suflic ient for it to Justify organizing in the various com- 
munities to ¢arry: it on, it’is gbing to be. looked ‘upon as it is now— 
as somewhat of a ‘mere pittance or an experimental program.: 35,000 
units is not anything to announcerto fhis country as something.to help 
the several: hundred or the thousand or more communities. 

NoW, in addition. to that, there lias been since 1954 a gradual. cor- 
ralling to the Federal agency of substantially all of the elements of 
discretion and determination so that there is little hope for the a’ver- 
age community in adding’ to its program or starting a new.program 

to feel genuinely. that it is: its program and it can engineer it and 
operate it ‘to’ best suit the needs of its community except and unless 
the PHA decides to allow it. 

It is.a far cry, in our opinion, from what was anticipated in terms 
of a truly locally. administered program. 

Senator Sparkman. Mr. Banner, do you have anything’ to add? 

Mr. Banner. Yes, I would heartily aalaine what Mr. Cox has said. 
[think until there is a recognition of the local nature of this program, 
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the local problems encountered, and the opportunity, for local initia- 
tive to operate, we are not going to see. much of a expansion of- this 

rogram in the cities that already have it or in new cities, pr imarily 

ause of this method of administration and the controls which 
prevent the program, needed as it is, from being built and serving 
the needs of the many families:that are in the slums. 

Senator Sparkman. Do you feel that there has been a movement 
toward greater’ centralization in control over the years, or is this 
something that has been present all the time but is beginning to be felt 
particularly at this time? a. 

Mr. Cox. I think that it began with the change in the ground.rules, 
Mr. Senator, ) . 

‘Senator Sparkman. When ? » 

Mr. Cox.- Back in 1955 when the terms. of the agreement betweer 
the locality and the Federal Government were; rewritten’ and the 
new form of financial assistance. contract: was promulgated: - 

We protested vigorously about the tremendous and basic charges 
in the relationship “which. were spelled out in that form of,agreement. 

Once that was.put on the books, there has-been an actelération of the: 
process of corralling to the Federal Government. control overt local 
operations... By 1953 we have a program under which theré is’ very 
little that tlie community can do unles s‘it'gets prior approval, mué h 
less later consent to its‘action. 

Senator SpARKMAN. You do not regard the’ intent of Congress As 
having. ever been that the F ‘edern .Governmer it Cae be. the 
landlord? ; 

Mr. Cox.’ We do not think so, although there was some Publici ity 
recently that indicated that the agency, felt that way. 

Senator Sparkman. I neyer. have thought so either.’ As a niatter 
of fact, one of the arguments I haverfrequently used to justify public 
housing was that it was owned by the locality and that title should 
eventually be entirely vested in that community, the local.community, 
todo with as it saw ‘fit so long, as it was in keeping with the terms of 
the contract as long as the Government had a. contractual, relation 
with the locality: : 

Is that your.interpretation . 

Mr. Cox. That was my interpretation.’ , . . 

Of course, the real diffic ‘culty came when ‘they changed the. terms 
of the contract so that under ‘the néw form of conti:act ‘there is, not 
much left for the locality, in. terms of discretion and determination: 
We: think, basically, ‘the ‘contravt does not spell out. the,.intent of 
Congress. " 

Svator- Seales. As I ‘take it, you gentlemen ail endorse 
generally, perhaps not in every detail, the “amendments proposed in 
the bill that I had.drafted as a committee print?*:Is that right? ‘ 

Mr. Cox. Yes. 

' Mr. Trier. Yes; that is right: cies 

Mr. Banner. Yes. . 

‘Senator Sparkman: Thank, you very ‘much, gentlemen. I appre- 
ciate your very clear presentation. 

Mr. Trrpr. Thank you for the opportunity to appear, Senator. 


' 
° 
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(The prepared statement of Mr. Tripp follows :) 


STATEMENT oF PHiie F. Tripp, Present, NATIONAL ASSOCIATION OF Housine 
AND REDEVELOPMENT OFFICIALS 


Mr. Chairman and members of the committee, my name is Philip F. Tripp. I 
am president of the National Association of Housing and Redevelopment Officials, 
I.am also executive director of the New. Bedford, Mass., Housing Authority. Ae. 
companying me today are Knox Banner, immediate past president of our asso- 
ciation and executive director of the Little Rock, Ark., Housing Authority, and 
Lawrence M. Cox, chairman of the redevelopment section of NAHRO and execu- 
tive director of the Norfolk, Va., Redevelopment and Housing .Authority. We 
appreciate very much the opportunity to appear before you to present the legis- 
lative recommendations of our association with respect to urban renewal, public 
housing, and related programs. 

The National Association of Housing and Redevelopment Officials is a ‘private, 
nonprofit professional association founded in 1933. It comprises civic leaders 
and public officials interested in the improvement of public administrative prac- 
tices in housing, redevelopment, and renewal, and in the achievement of a health- 
ful living environment for every American’ family." The members of our associa- 


tion are largely those who administer the low-rent public housing’and urban © 


renewal programs in communities thronghout the United States. They are con- 
cerned with all the problems, of planning, financing, building, and managing 
housing for low-income families; and with slum clearance, redevelopment, housing 
rehabilitation, neighborhood conservation, and the enforcement of minimum 
housing standards. 

In accordance with the inptirect ions of the committee, our specific: legislative 
recommendations are contained in an appendix at‘the end of this statement. 
They are the product of careful ‘study-and consideration by the members, com- 
mittées; and board of governors of the association and reflect our feeling that 
such vital programs as urban renewal and public and private housing must 
keep’ pace with the tremendous pressures. that are demanding a high rate of 
housing production and a‘ comprehensive approach to urban rebuilding. 

What are these pressures, and: what economic’ and social changés have they 
produced? Foremost is the pressure of population growth—past and future. 
I need not present this committee with an elaborate set of population statisties 
and projections. We have all heard and:read:the story many times over. . This 
fact, however, bears reemphasis: Substantially all of our phenomenal national 
population increase in recent years—and all of it, to come—has and will take 
place in our urban areas. 

‘Second. is’ the extensive’ mobility of families and their migration to urban 
centers. And third is the necessity for replacement of the ever-increasing 
obsolescence and decay in our*urban physical-plants. 

These are quantitative changes that bear upon the total volume of housing 
production essential. to meet ,the national housing objective. But there have 
been equally important qualitative changes which dictate the means which 
must be employed to méet that objective. For example: Population increase 
is the product of an excess of births over deaths. .A substantial part of this 


excess has.resulted from increased longevity. A higher proportion of aged and 


aging people in or population creates needs:for specialized housing... No amount 
of housing production in. this country will permit us to meet the national 
housing objective-for all of our people, unless a sufficient amount of that pro- 
duction is housing designed and ' built to. satisfy. the. special. needs. of older 
people at a cost within their means. And so it is with low-income and middle- 
income families, single persons, migratory workers, minority families, dis- 
placed families. And. so it is too’ with our cities. No.amount-of. residential 
construction and reconstruction will produce the “suitable living environment” 
which must accompany the “decent home” for every -American ‘family ‘unless 
and until we provide our communities with the means of dealing with all types 
of slums and blight. 

It is within .this quantitative and qualitative framework that we present 
our recomméndations. to the Congress for new—and revised existing— programs 
which..we feel will go far toward meeting the accumulated and _ prospective 
housing needs of all segments of our population'and the urben renewal needs 
of our communities. 
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URBAN RENEWAL 


The past year has been marked by a surge of interest on the part of communities 
throughout the country in undertaking slum clearance, rehabilitation, and 
conservation under title I of the Housing Act of 1949. It has been marked by 
substantial progress in moving urban renewal projects from planning to execu- 
tion and from execution toward completion. It is the year in which urban 
renewal came to be recognized in many more of our communities by political, 
business, and civic leaders as the best means yet devised to save the vast human 
and economic resources which are our great urban centers. 

But this tremendous momentum for urban renewal has come at a time when 

capital grant obligational authority—the lifeblood of the program—is effectively 
exhausted. As of March 31—the latest date for which figures are available ,to 
NAHRO—applications on hand with the Urban Renewal Administration in- 
volved capital- grant requests almost $140 million in excess of the obligational 
authority available and expected to be made available during the balance of 
the 1958 fiscal year. 

This deficiency in capital grant authority is, of course, without reference to 
applications filed since March 31 and to be filed during the remainder of fiscal 


1958. Continuation of the rate.of applications’ which prevailed during the ’* 


first 9 months of the fiscal year—approximately $50. million per month—will 
result in a deficiency on June 30 of the magnitude of $275 million. This is 
greater. than the total amount which the Administration proposes to make 
available for all of fiscal.1959 and means that the program will be faced with a 
serious—perhaps fatal—capital grant crisis at» the very beginning of the new 
fiscal year. - 

Why do I say “fatal’?. Simply, because communities cannot properly’ plan 
‘and program essential urban renewal activities in the face of prospects. of 
exhausted capital grant obligational authority, as has occurred* several times 
within the past year. Hach community must have the assurance that capital 
grant authority is available in sufficient quantity and at the time it is prepared 
to undertake an urban renewal project. ° 


We are, of course, encouraged by the recognition of the concept of a “vontinuing * 


basis” for. the: urban renewal program contained in S. 3399, the Administration. 
housing bill. But neither the Administration proposal for a 6-year program nor 


the Administration’s recommendation for the amount of obligational authority ; 


in any one year is sufficient to meet essential urban renewal needs. 
Program level 


What then is an adequate, level of capital grant obligational authority? The 


best indices available today are the actual volume of applications’ to the Urban 
Renewal Administration during the recent past and the results of a, survey of 
needs for the immediate future conducted late last fall by the American Municipal 
Association. 

As indicated above,, URA is curreritly receiving applications jes new and 
increases in existing capital grant reservations at the rate of about $50 million 
a month or $600. million a year. 

That this level of program applications may be expected to continue is cian 
by a realistic analysis of the results of the’ AMA survey.. Responses -received 


 té date from 253 localities, 53 percent of the 445 localities to which questionnaires | 


were sent, indicates the need for over $516 million in capital grant authority 
for the 1958 calendar year. For succeeding’ years the results to date are as 
follows: 1959, $390.5 million; 1960, $377.7 million; 1961, $324.9 ‘million; 1962, 
$318.5 million; and the 5-year period 1963~+1967, $1, 412.3 million. The total for. 
the first 5 years (1958-62) ‘is $1,927.7 million, and for the 10-year period (1958-67 ) 
$3,340.0 million. These estimates are based on the present two-thirds Federal 
and one-third local sharing, of net project cost. 

Successively fewer responses were received for. each year beyond the first. 
Many localities reported that. they had not .yet projected their “capital grant 
requirements more than 1, 2, or 3 years. . This factor accounts. for the tapering ' 


' off of: annual estimates after 1958. 


There are, however, many: communities now in the initial stages of develop- 
ment of their, urban renewal programs (préparation of workable programs and 
housing codes, establishment of administrative machinery, staffing, etc.) which 


are unable to, estimate their short-term or: long- -term needs. The’ probable 


capital grant requirements of localities in this category, together with estimates 
made. by other localitiés, should result in an ‘annual level of rir for 
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a grant ‘reservations of a minimum $600 million per year over the. next 
ecade. 

In order to provide the assurance of a continuing availability of capital grant 
authority as needed by our communities, NAHRO urges upon the Congress an 
increase in obligational authority in the amount of ‘$600 million each year for 
10 years, with an “acceleration” clause that would permit the Administrator 
to contract to make capital grants in excess of $600 million in any one year, 
provided that the total amount of capital grants contracted for in the 10-year 
period does not exceed $6 billion. 


I ncrease in Federal share 


A Federal urban renewal program of this magnitude, coupled with an increase 
in the Federal share of net proje¢t cost, will goa long way toward permitting 
our cities to eliminate their. residential slums and blighted areas and prevent 
their recurrence. 

I need only:recite some: of the ‘financial problems with which American cities 
are faved today—declining tax, bases, limited tax sources, substantial increases 
in the costs of providing essential municipal services, the necessity for prov iding 
new types of municipal services, and the demands of municipal growth—to 
explode the myth that our cities, or our States for that matter, can, or. even 
should, absorb a great proportionate part of the cost of urban renewal. 

One interesting statistic: The Bureau of the Census tells us.that, for the 1956 
fiscal year, State and local governments raised and spent $334 billion for’ ex: 
clusively civilian: purposes, as contrasted with Federal Government expenditures 
of only $10% billion for all of its civilian functions. . But this tells only part 
of the story. Between 1948 and 1958, total State and local debt rése from $18,7 
billion to $49.2 billion, an increase of 162 percent. In the same period, Federal 
grants-in-aid to States and localities rose $1.4 ‘billion,:an increase of only 78 
percent. 

With respect to urban renewal the extent of local financial participation is not 
limited to one-third of net project cost: ‘here.are many costs for-capital im- 
provements ‘incurred by thé locality in.connection with its urban renewal activi- 
ties, which ‘are never reflected in a project budget. 

It is essential therefore that.a,more realistic balance be drawn between the 're- 

spective capacities of the Fe eral. Government and local governments to finance * 
essential: urban*renewal activities. In connection with the interstate highway 
system, the..Congress ‘has assessed the relative capacities of the Federal and 
State and locdl governments at 90 percent and‘10 percent, . respectively. It. is 
no.argument to say that this is: not ,relevant;to urban renew al since the Federal 
highway program is financed out of a special fund.’ Weare not, here con- 
cerned with the sourée of thé Federal funds, but with what is considered an ap- 
propriate balance between the financial abilities of the respective levels of govern- 
ment. 
‘ Nor is it valid to argué that the highway program involves a greater degree 
of Federal \interest than does urban renewal. Either the rebuilding of our 
cities -and ‘the provision of adequate housing and suitable living environments 
are valid, objectives of ‘Federal ‘policy or they are not.. The Congress decided 
this fundaniental question wher it passed the Housirig Act of 1949. 

‘Now it.is a matter of realistically ‘appraising the, magnitude of the. problem 
and determining’ the amount-of Federal assistance required. In order to assure 
the optimum utilization of the very. limited financial resources of our communi- 
ties and provide for essential’ Federal. participation to’ meet minimum needs, 
NAHRO advocates an‘increase from two-thirds .to 80° percent the Federal share 
of. net project cost.’ 


Noncash local grants-in-aid, ‘ 

Another legislative - change necessary to facilitate. financing by localities of 

their share of the cost of urban renewal projects is a liberalization of. timing re- 
quirements with respect to noncash local grants-in-aid. The provision of publie 
improvements and facilities is the means whereby many communities are able 
to oa all-or.‘a substantial part“of the local grants-in-aid requirements. 
' Unfortunately, many communities are unable to delay the provision of «such 
public improvements and facilities until the start of an urban renewal project 
in the area in which. they are located. The accumulated backlog of public works 
needs in thes¢ communities often. dictates the start of these improvements and 
favilities, while the community is setting up its urban renewal program or is 
engaged in, urban. renewal activities elsewhere in the locality. 
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NAHRO, therefore, advocates an amendment to, the Housing Act of 1949 which 
would establish the eligibility as noncash local grants-in-aid of public improve- 
ments and facilities, the construction of. which was commenced not more than 
5 years prior to the authorization by the Administrator of a contract for financial 
assistance for the project to which such improvements and facilities are related. 


I pointed out earlier that it is essential that we provide our communities with 
adequate means to deal with all types of slums'and blight. ‘We have come to 
recognize that there exist in our cities substantial blighted areas which contain 
few, if any, substandard dwelling units. .These are the areas of. structurally 
deterioriated and functionally obsolete factories, stores, and warehouses. , They 
drain the economic resources of our cities ahd preclude the provision of decent 
living and working environments—no matter How effective and* complete are our 
efforts in providing good housing: pee 

The Housing Act of 1954 provided initial recognition that the urban renewal 
process must be made substantially flexible to permit our cities to deal with com- . 
mercial and industrial blight and to: effectuate broad plans for' rebuilding their 
cores. The authority contained in the Housing Act of 1954 for the use of up to 
10 percent of all capital grant authority for socalled nonresidential exception 
projects provided a very limited means with which to deal with areas not now 
predominantly residential and for which the appropriate reuse is nonresidential. 

Complete elimination of the requirement that ‘an urban renewal area must be 
clearly prominently residential unless the area will be redeveloped for pre- 
dominantly residential. use, would provide a mechanism for effectuating urban ' 
renewal in its broadest sense. It would leave to each community the determina- , 
tion of .priorities with respect: to its urban renewal problems and’ permit the 
community to schedule its essential urban renewal activities accordingly. 

‘In this connectiori, I would like to comment on the Admitiistration proposal 
for a'program of loans, but no: grants, for commercial and industrial redevelop- 
ment projects. This proposal :provides a mechanism for dealing with, nonresi- 


‘dential blight; the efficacy of which is seriously doubted. The same economic 
‘facts of life which necessitate a writedown for the clearance of ‘residential slums « 


apply to this situation. It would be extremely regrettable if such‘a loan. pro- 
gram were regarded as an acceptable alternative to the elimination of the’ pre-. 
dominantly residential requirement or the liberalization of the nonresidertitial 
exception project authorization now in the act. It.is our conviction that approval 
of this proposal would simply provide in the ‘statute books a niechdnism which 
can have only limited application in eliminating commercial anid itidustrial 
blight. ' ’ : 2 

Short of complete elimination of the. predominantly reSidential requirement, 
the Congress can: facilitate thé redévelopment of areas which are not»predomi- 
nantly residential and which should be redeveloped ‘for. nonresidential uses by 
increasing from:10 to 20 percent the aggtegate amiount of capital grants which 
‘may’be.used for nonresidential exception ‘projects and eliminating»the requite- 
ment that the area contain a substantial Humber’ of. slim dwellings. 
Simplification of wrban.renewal plan ; a We 

The provision ‘of a sufficient level 6f capital grant’ authority on a’ continuing 
-basis,.a reduction ‘in. the local share ‘of net’ project’ ¢ost, liberalization. of the 
timing reqtiirernents with respect to noncash local grants-in-aid, and elimination 
of the predominantly residential requireifent in the Housing Act of 1949, would. 
materially facilitate an intensified attack on slums and blight in our cities. - 
However, increased program activity is dependent also upon our ability to sim- 


, Dlify the urban renewal process and reduce the time required to get projects: 


from planning into execution and through execution to completion. ‘I would 
like to discuss very briefly certain statutory changes, which if adoptéd, wouli 
produce a material reduction in this lead time. 

One such proposal is contained in the Administration housing bill. This is 
the proposed amendment to section 110 (b) of the act to permit simplification 
of the. required’contents of an urban renewal plan. 'NAHRO supports this pro- 
posal and accepts the representations made in the section-by-section analysis af 
the bill to the effect that the Administrator will utilize this provision, if adopted, 
to expedite land acquisition by omitting or simplifying the réquirements for cer- 
tain plan elements which, as stated in the analysis, are unrealistic,or cause 
unnecessary delay. 
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Local certification 

: We would like to suggest two ieee means of expediting the urban renewal 
process. The first is an amendment to the act to permit the Administrator to 
accept, in lieu of much of the detailed documentation now required in support 
of applications and reports submitted by local public agencies, local certifica- 
tions, supported. by conclusive findings, with respect to such documentation. 

The effect of such a.statutory authorization would be to obviate the necessity 
for detailed and painstaking review.by the Urban Renewal Administration of 
a considerable amount of material assembled locally in support of applications 
for financial assistance under the act. ' 

This proposal is in keeping with the fundamental philosophy that the program 
is a locally administered effort on the part of each community to rid itself of 
‘slums and blight, with wean financial) assistance. 


Early acquisition 

* Closely related to the simplification of the required contents of an urban plan 
is the necessity fur a means, where permissible under State enabling legislation, 
» for a local’ public agency to commence those project execution activities which 
are not. dependent on the existence ‘Of an. urban renewal plan and which can 
» proceed sitnultanedously with the preparation of the plan. These include ‘such 

activities as land acquisition, relocation, and demolition. NAHRO advocates 

legislative authority permitting the making of temporary loans, in advance Lh 
“the capital grant, in order to finance such project activities. 


Community renewal programs: 

NAHRO supports the proposal in the Adininistr ation housing bill. for the pro- 
yision of Federal financial assistance to communities for the. preparation or 
completion of community renewal programs, intended to indentify, and measure 
slums and blight in the community, evaluate 'the resources of the community 
for underthking urban renewal activities, and permit’ the scheduling of specific’ 
urban renewal projects. 

However, we‘are opposed to the elimination of. assistance for the preparation 
of general neighborhood renewal plans and the undertaking of feasibility surveys. 
_ The same considerations warranting their. inclusion in the act, by amendments in 

. the Housing Act.of 1956, justify their retention. | 


Planning advances versus planning grants ' 

Similarly, we oppose the Administration proposal for susbtitution of planning 
grants for planning advances... The effect of such a pro} osal, if adopted, would 
be to preclude many comminities from partic ipating: in the program because of 
their inability to finance during the planning stage any part of. project plannin 
activities. Certainly, the urban renewal program should receive the same kind 
of planning assistance as is available for the advance planning of public works 
' under section 702 of the Housing Act of 1954 and earlier statutory author ity for 
the shelf of planned public works. As you know, the Senate has only recently 
reaffirmed the concept of advances under the section 702 program, in conned ‘tion 
with its approval of the Fulbright community facilities bill. 


Relocation payments 

Under the present statutory language, individuals, families, and businesses 

displaced from an urban renewal area are not eligible for relocation payments 
where their displacement results from the activity of a public body other than 
the local public agency :(as for example, where acquisition of a highway right- 
of-way within an urban renewal area is by the highway agency) and where 
displacement results from code Seana or voluntary rehabilitation in the 
urban renewal area. 
' This has created a situation in some communities whereby some displacees 
within an urban renewal area are receiving relocation payments and their neigh- 
bors‘across the street, or even in the same block, are not. To correct this inequity, 
NAHRO. advocates the extension of eligibility for relocation payments to all 
individuals, ‘families, and businesses displaced from an urban renewal area 
pursuant to an ‘urban renewal plan. 

In connection with relocation payments, I would like to corfiment on the 
proposal in ‘the cominittee print to authorize relocation payments, out of title I 
funds, to individuals, families, and businesses displaced by all forms of gov- 
ernmental action, provided the displacement occurs in a community which 
has a workable program, or in the environs or general market area of such a 


community. 
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While NAHRO generally supports relocation assistance to all displacees, within 


al urban renewal areas and elsewhere, we are very concerned that the enactment 
to of this proposal into law will divert substantial amounts of the limited title I 
rt funds from the purposes for which they are authorized. rm ; 
“a- Interest rates for loans and advances 
| We support the proposal in the administration bill for establishing a single 
ity uniform date for the determination of the interest rate applicable to loans 
of . and advances for urban renewal projects. 
ns In addition, NAHRO urges the Congress to correct a situation which has 
materially limited the use of definitive loans as a means of effecting the leasing 
Am of project land—an appropriate and desirable method of land disposition under 
of certain circumstances. It is extremely difficult to negotiate with potential re- 


developers .respecting the terms of a lease when. the interest rate is not known. 
Under exising law—and under the administration proposal as well—the defini- 
‘ tive loan interest rate is not established until the time of approval of the oN 


5 ‘ definitive loan contract. The definitive loan interest rate should be established 
ms at the time of the loan and grant contract. , 
an Further,,. NAHRO feels ‘that the interest rate for definitive loans should ‘be ‘ 
ch _ established on the same basis as that‘recently approved by the Senate in 
tes ; connection with the public facility loan progfam.: the, current’ average. yields 
of on outstanding marketable -obligations ‘of the United States of comparable 
maturities as: of the last day: of the ‘month’ preceding the issuance of such . 
obligations, in lieu of the present practice which combines the existing statutdéry 
provision with administrative ruling to produce ¢ a L profit to URA. at the expense +* 
ro- of facilitating the use of definitive loans. 
or Real-estate tawpayments and credits : 
ity We would like to invite the attention of the cominittee'to a matter in which 
ifie! the clear intent of the Congress, as we view it, is’ not. reflected in the admin- 
istration of the act. This concerns the. provisions of section 110 (e), with 
ion respect to real-estate taxpayments and credits. 
V8 HHFA now permits such payments or credits covering both land and build: 
; in ‘ ings only with respect to improved property. No, payments or credits are per- 
mitted for unimproved property and payments® or credits. on improved property 
are required to be terminated at bans end of the tax ‘period in which the improve- 
, ments are demolished. 
ing We believe that the Congress, in enacting the taxpayments and evediite pro- 
uld vision of section 110 (e), intended that such taxpayments or credits be allowed 
> of on all acquired property, improved and unimproved, so long: as such property’ 
in is held by the local public agency. If this understanding ‘is corrett, we urge 
‘in that Congress make clear to HHFA that such payments and credits apply to. 
rks unimproved property and to property from which the improvements have been 
for removed, 80 — as title thereto remains in the local public agency. ; 
nth ‘ 
re nthe ' .° PUBLIC HOUSING 
| Since public housing is an integral part of urban renewal, NAHRO’s support of 
a 10-year, continuing renewal program necessarily means that we believe there 
sses must be assurance of.a strong and continuous public-housing program. We dre , 
nts much concerned that ‘in recent years public housing has been moving slowly— 
han ' adding only: very limited amounts of new low-rental housing to a market that , 
ght- sorely needs a substantial:supply of such housing. ‘The public-housing program 
nere _, should be moving along rapidly and properly timed to accommodate displacement. 
the resulting from. redevelopment ‘clearance operations, application of occupancy was 
controls in the housing code enforcement phase of the renewal program, and 
cees demolition in connection with the highway program. We should like to advance 
‘igh- some explanations as to why public housing has not been a fully functioning 
ity, partner in the renewal program and to suggest the steps that we believe must be 
yall taken immediately to overcome the serious problems that it faces. 
area Before making our proposals, we should like to express our grave concern that 
the Federal agency directly responsible for the public-housing program has failed 
the ‘to present any legislative suggestions or recommendations for coping with what 
tle I ' are manifestly some of the most serious conditions facing the program since its 
gov- beginning over 20 years ago. The administration bill contains as one of only 
hich two public-housing provisions, a proposal for increasing from 2 to 3 years—from 
ch a - 1959 to 1960—the deadline date for putting the 70,000 units authorized in 1956 


under contract. The implication of the administration bill is that 20,000 units 
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of public housing a year between now and 1960 will satisfy the need. Twenty 
thousand public-housing units represent less than one-half of 1 percent of the 
1.1 million unit housing production year that the administration would like to 
see the country maintain. This 20,000 figure is almost three-quarters less than 
the 75,000 units lost annually through fire and demolition (and fires take a heavy 
toll of the slum homes of the low-income families whom public housing is designed 
to serve). Twenty thousand units of public housing should also be measured 
against the figure of 7 million substandard housing units that the 1950 housing 
census showed to be ripe and ready for clearance some 8 years ago. 

The Congress has already indicated its concern with the welfare of families 
affected by. the renewal process and with the problem of relocating such families 
adequately and satisfactorily. Unless these considerations are to be, ignored, 
it must bé recognized that clearance of slum homes must be matched with the 
construction .of replacement homes * * * and that, these replacement homes 
must be up and ready for occupancy before the old ones are vacated and demol- 
ished. The public support that is being engendered for the renewal program 
must be sustained on a realistic basis: a commitment to 10 years of Federal 
loans and grants for slum clearance and to 10 years of subsidy for public housing 
on a continuously expanding basis, until the program reaches a level that will 
satisfy the need: 

It is important for the Congress to open the way immediately for long-term 


_ planning for'a full-scale program. With encouragement, understanding, and 


support,’ public housing can play its essential role in renewal progress. 


What’s wrong? 
Why has the public-housing program been moving so slowly in recent years? 


‘This association advances three reasons. These reasons are, of course, inter- 


related, further complicating and confusing the program. 

First, the great population shifts that have been characteristic of urban areas, 
bringing more and more unskilled laborers and families new to urban living into 
already overcrowded and blighted: slum centers." Many of these families qualify 
for public housing. There, as elsewhere, they have encountered hostilities based 
on social, economic, moral, or racial ‘attitudes. Public-housing management 
finds itself faced with problems in housing these families for the reason that 
many of them had not been accustomed to the benefits of better facilities, quar- 
ters, and the environment of group living. The skills, time, and money needed 
by public-housing managers to mobilize the. social-service agencies of a com- 
munity to work with them to alleviate these problems has not been recognized 
by the Federal agencies that administer public-housing subsidies, prompting 
NAHRO’s membership to adopt as part of its 1957 program resolution the recom- 
mendation that local authorities be given “budgetary latitude to join community 
agencies in financing this service.” 

Further, the growing number of elderly persons is posing a new set of public 
housing management challenges * * * and expenses. Elderly tenants are long- 
term tenants. As they grow older, many of them lose their spouses, friends, rela- 
tives:and have no one to.turn to when they become unable to manage their own 
household or when they become ill. Public housing management is finding it 
self drawn into situations that only trained and specialized staff can handle. 
Again, it is recognized that these problems are ‘communitywide problems; that 
they must be solved by communitywide social service programs * * * but, again, 
for public housing to work in cooperation with other agencies on this front 
means time, staff, and*money. 

There are other social changes, that follow in the wake of our cxpeintiing and 
mobile population and all of them put pressures on public housing. The results 
of these pressures are complex. The antagonisms against the newcomer families 
tend to drive out the normal families whose only problem is inadequate income; 
these same antagonisms create site problems for new housing. ‘To alleviate these 
antagonisms and meet the growing need for housing for the large family, the 
elderly, the newcomer, old methods must give away to new techniques, as we 
will specify later. 

A second major influence in slowing down the public housing program has been 
the combination of rising eosts and the effort to cut back:the Federal subsidy 
to the program. It is not necessary to document the fact that.construction .costs 
have been going up steadily over the past 10 or 15 years and that all types of 
operating costs have moved constantly upward. In the face of the extraordinary 
volume of maintenance and management costs occasioned by the social situations 
noted earlier, cutting of Federal subsidies only aggravates already overstrained 
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conditions. For fiseal 1957, just under 78 percent of the allowable subsidy: for 
public housing was paid ; yet there were projects in every part of the country that 
needed the budgetary latitude for which NAHRO calls to plan immediate expendi- 
tures that would mean long-term economies. This association, for example, last 
year recommended and the Congress passed an amendment to the public housing 
law permitting the exemption of $600 of the earnings of secondary wage earners 
in public housing families. This exemption applies to both the establishing ‘of 
eligibility and the setting of rentals. NAHRO saw this as one move in a series of 
management and administrative changes that might, in the long run, begin to put ° 
the public housing program on a.more effective operating level. Yet, the admin- 
istration now seeks to alter this exemption and presents as a justification ‘there- 
for what we believe to be some fallacious and misleading reasoning. In the face 
of the keep-the-subsidy-down attitude of the Federal agency, local authorities 
have hesitated to use the exemptions for fear that there may be several months 
during which less rental.income will he collected, evén though there is every. 


» reason to anticipate: that within a year or 2, the system will begin to have just 


the reverse effect. The objectives of low-rént public housing are not reflected by 
the Federal agency attitude of saving subsidy at whatever cost. ‘In short, the 
problems of public housing management must be faced with vision, dedication, 
and courage on the part of the, Federal agen¢y which, together with the local 
authorities, should seek to make best use of thé subsidy that the Congress has 
pledged to the program. 

The final retarding’ influence on the public-housing program is the basic ad- 
ministrative thechanism-set up some 20 years ago for the rendering of the 
Federal loans and subsidies. There is, in ‘our.opinion, no other federally aided 
program that is so bound down by Federal supervision.and control. Yet the 
public-housing, program is meant .to be a flexible one, geared to all of the 
intricacies of local situations—with local policies set by the nonpaid civic 
leaders who serve as the commissioners of the housing authorities that own 
the projects and who deal, on a da‘y-to-day basis with the everchanging and 
unique problems of the individual families who are their tenants. We must 
emphasize that public-housing projects are locally owned; there is no more 
justification for considering them Federal properties than there is. for the 
Federdl Housing’ Administration to be considered the owner of properties 
financed by mortgages insured by FHA. Yet the Public Housing Administra- 
tion classifies itself as the “landlord” of all public-housing tenants and with- 
holds the full subsidy that the Congress has authorized as a means of helping 
localities meet their obligations. : 

Because all aspects of housing are a combination of the most intimate goals 
and satisfactions of individual families and of communitywide considerations 
relating to land use, municipal solveney, and general economic stability, no part 
of the housing program should be ‘placed in.an admjnistrative straitjacket 
of uniform Federal standards and controls. The public-housing program, should 
operate with the same :freedom of local initiative and decision making as the 
college-housing program. A look at the difference in Federal ageney admin- 
istrative costs for'the two programs is significant: ‘a little over $1 million for 
college housing in 1957, as against almost $10 million for public’ housing; over 
16,000 college housing units completed for occupancy in 1957, as against some 
13,000 public housing units. The difference, in adzlinistrative costs ‘here can 
only be attributed to the continuous supervision exercised by the Federal agency 
on the units completed,: occupied, and in local ownership. There is no other 
precedent in all of the Federal housing and urban-renewal programs, nor in 
the federally aided highway and public-works programs for continuous Federal 
supervision over the entire life of a completed project. 

To strike at the heart of these administrative problems cited above and 
thus provide the flexibility needed to meet the whole complex of operating 
problems we have enumerated, we present the following recommendations, which 
are in keeping with the proposed additions, to the declaration of policy in the 
Housing Act of 1937 incorporated in section 301 of the committee print: 


Fired annual contributions 
We recommend that the Public Housing Administration pay to local housing 


'» authorities the full fixed annual subsidies as established in .their. basic annual 


contributions contracts. Such subsidies, .of course,’ are applied to, reducing 
the. annual debt: service of a project. Should the rental income of' a project 
exceed operating costs’ and operating reserve reqiirements,, two-thirds of. the 
so-called residual receipts would then be applied,to further reduction of the debt, 











700 HOUSING ACT OF 1958 






































with the remaining one-third available to the local authority for use in carry- 
ing out its obligations under its State enabling legislation in furthering the 
objectives of the local low-rental program.. The implementation of this ree- 
ommendation is embodied in the language of section 304 of the committee print, 


Responsibility and authority vested locally 

Under the plan of fixed annyal contributions, the entire responsibility for 
the management and operation of public housing projects completed for occu- 
pancy should be vested in the local authority. Federal supervision would exist 
during the development period, in order to establish the validity of the annual 
contributions; thereafter, housing authorities would be required only to have 
independent financial audits made of their accounts by either their State auditor 
or by a certified public accountant and through their’boards of commissioners, 
be required to certify to the Federal agency that they had complied with all 
provisions of pertinent Federal legislation ‘and that their financial statements 
were true and- correct. Such certifications would in the absence of proof of 
fraud or evidence of gross waste or extravagance, be accepted as final and con- | 
elusive by all officers of the Federal Government. Section 304 of the com-- 
mittee print is responsive to this recommendation. 


. Establishing rents and income limits 


It would follow that: the local authority should have responsibility and au- 
thority for establishing rents and income limits’ for admission and continued 
occupancy. It is NAHRO’s recommendation that the public housing act should 
specify (a) that rents for admission to public housing except in cases of families — 
relocated.as a result of governmental action must be kept at least 10 percent 
below those at ‘which private enterprise is providing a substantial supply of 
decent, safe, and sanitary housing through new construction. or in existing 
* structures; and (b) that the:determination by the local authority of such 
lowest private rental rates should be made subject to the approval of the 
Federal agency. Section 302 of the.committee print responds to these recom- 
mendations, except that we suggest a gap of 10 percent instead of 20 percent 
and a change in income-to-rent ratio mentioned later in this statement. 


Budgets and control of expenditures 


Under the above proposals, it would also follow, of course, that local aot 
ties would have full responsibility for the preparation and adoption of budgets 
and control of expenditures. Thus they would be free to meet the many special 
social pressures to which we have referred. 


Sale of dwelling units to tenants 


Loval housing authorities should be authorized to sell dwelling units wherever , 
possible to families whose incomes. have risen enough to warrant their purchase. 
Such sales would be effected under an economically sound financial plan that . 
would include a requirement that the family pay full local taxes and that would 
require the proceeds of the sale of such units to be used for replacement public. 
* housing units to accommodate other families of low income, thus avoiding dimin- 
ishing local supply of low-rent public. housing. Where sale is infeasible, the local 
authority should be authorized to permit overincome tenants to remain in 
occupancy at unsubsidized rents when the local authority determines that pri- | 
' vate units are not available at rents or sales prices such families can afford. 
Section 303 of the committee print responds to these recommendations, ‘except 
that the’ section should be ener to accommodate the suggested Sapa of 
the procéeds of sale. 


Public housing on urban raed sites 


In view of the fact that a duplicate local contribution is now required for 
public housing, if it is developed ‘in an area being rebuilt with Federal ‘aid under 
title I of the:Housing Act of 1949, that the normal local tax-exemption provi- 
sions for public housing be accepted as the local grant-in-aid required under 
title I. The same local contribution requirement would then apply to ‘proj- 
_ects within renewal areas as apply to those located outside such areas. Section 
307 of the committee print accommodates this recommendation, except that we 
suggest the language be changed to provide for. price determination by the local 
public agency with the approval of the Administrator on the basis of appropriate 
‘reuse value. - 
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Flewvibility in sites and design 


the With Federal supervision to continue for the development phase, under the ; 
rec- NAHRO proposal, it is important that the basic legislation encourage creative 
int. design and the use of advanced construction methods and materials. The 
public-housing program is suffering from the monotony that is inevitable when 
inflexible standards as to space, building types, materials, and facilities are im- 
for posed through Federal specifications. Flexibility must also be introduced into 
ecu- - °* the site selection process, so that, where feasible, single or duplex structures 
xist can be used on scattered sites. In this connection, we applaud the Public 
ual Housing Administration’s willingness to permit the Cedartown, Ga., Housing 
ave Authority to experiment with the use of prefabricated housing techniques. 
itor We recommend that there be established a policy to promote projects planned 
ers, | as parts of appropriate and well protected neighborhoods, to avoid develop- ° 
all ments so large as to constitute communities of one economic class, to plan projects 
ents with the lowest feasible density, to arrange dwelling structures so as to facili- 
fot : tate transfer to families whose incomes increase beyond the limits of continued 
con: | occupancy, and to make adequate provisions for larger families and for elderly 
om. - families. We recommend also that authority already in the basic law*to re- 
hdbilitate existing housing be put to experimental use—as it’ may, be soon in 
Philadelphia—in the hope that, the public-housing supply can be augmented ' 
in, this way.’ The first sentence in section 301 of the committee ene well 
er expresses an appropriate Federal policy in this connection: 
ould Income-rent ratio 
lies ' ‘The present statutory 5 to 1 income-to-rent ratio has long atioal lost its 
cent justification and usefulness and is a deterrent to an economically and socially 
r of ethe balance in public housing occupancy, Experience indicates a‘ ratio of 
ting 7,to 1 is more realistic today based upon rent paying habits in’ the private 
uch | market. 
— Restoration of full authorization ‘ 
nent ‘We recommend. that the full authorization for public’ housing subsidy con- 
tained in the Housing Act of 1949 be freed of the year to year, limitations. 
The authorization of the act was in the annual amount of, $336 million. . 
aa ' Repeal of restrictiv e provisions a 
gets aoe 1 retommended that there be repealed. all, restrictive provisions of the, 
cial ¢ Housing Act. of -1937 including the so-called self-liquidating provisions, section : 
° 90 (J); the provision for the termination of public housing projects’ pursuant 4 
.to certain local requests, section 10 (1); and’ others not in keeping, with efforts 
. to a¢complish the objectives of the national housing policy. ; ; ' 
a ic #2 Standardizing cooperation agreements ‘ 
that . In return for acceptance of payments in lieu,.6f. taxes, the local governing : 
suld body in its cooperation agreement with ' the local housing authority’ agrees r 
blic | without cost or charge to, furnish to the local authority and the tenants of the 
min- project, ‘the public services.and facilities to the same extent and of the same ~* 
ocal character as are furnished without cost er charge to other inhabitatits in the 
1 in , «ity. At the time many earlier cooperation agreements were executed, the cities gly 
pri- ’ provided without charge such services as sewagé disposal and garbage,. trash, oe 
ord, \ and ash collection and disposal. Subsequently, .many cities, becapse of in- 
cept creasing demands for municipal services and need for additional reverye, have . 
n of oy instituted a system of separate charges for sewage disposal and garbage collec- 


tion, It is not possible for the local authoriy to make appropriate payments for - 
these services because’ the earlier cooperation agreement requires the ' city to, 

_ continue without charge whatever serv ices were provided, on the date of execu- 
for tion of the agreement. 


nder ‘ _'On the other hand, agréements entered, into subsequent to May 1950, permit 
“Ovi- flexibility in its provisions to accommodate tlie changing municipal practices, 
nder ' ‘With regard to charges., As.a result, the local authority is able to,pay charges , 
roj- , where normally levied against other inhabitants or dwellings.for some projects : 
tion developed more récently, but cannot do so for those covered under earlier 
| we agreements. ' 
ocal It is recommended that the Housing Act of 1937,be amended to permit a local . 
‘iate authority to pay uniformly the cost of public services and ‘facilities furnished 

ae by the local government to low-rent public : housing projects under its 

“t jurisdiction. 
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FHA MORTGAGE INSURANCE 


We have been concerned for: some time that the various FHA mortgage insur- 
ance programs and, to some extent, their administration, have not kept pace 
with the changing characteristics of the housing markets which they were 
designed to serve. We are espetially gratified, therefore, by the legislative 
proposals in the committee print and certain of the proposals in the admin- 
istration bill respecting these programs. 

Coupled with administrative policies giving greater recognition to FHA’s pri- 
mary responsibility to the consumer and a better balance between urban and 
suburban housing needs, these proposals, if enacted into law, will correct many 
of the existing deficiencies in the FHA programs. 


Rental housing 


The proposed: increase in maximum mortgage limitations under section 207 
anid for multifamily housing: under section 220 contained in the committee 
print is an essential, first step in encouraging the production in quantity of 
much needed rental housing in our communities. 

In addition, the Congress should give consideration to substituting estimated 
replacement cost or actual certified cost (whichever is lower) for value, as 
the basis for computing the mortgage amount under section 207. 


Section 220 


We favor the proposal contained in both the committee print and the Admin- 
istration bill for equalizing equity requirements for builder-Sponsors and inves- 
tor-sponsors under the section 220 urban renewal mortgage insurance program. 
By permitting the insurable mortgage to be based on 100 percent of estimated 
replacement cost or actual certified cost (whichever is lower), excluding builder’s 
»general overhead and profit, the Congress will facilitate disposition of land and 
construction of rental housing in urban renewal project areas. 

NAHRO also urges the Congress to give consideration to transferring. to the 
URA responsibility for determining architectural standards, appraisal proce- 
dures, and mortgage risk criteria under the section 220 program. This would 
place operational responsibility for all ;types of Federal assistance for urban 
renewal projects in the.same agency and shouldbe instrumental in assuring uni- 
formity of approach and an consiStency in policy. 


Section 221 


NAHRO' supports the provisiéns, in the committee print designed to (1) 
increase the maxithum insurable loan under the. section 221 relocation hous- 
ing program from $9,000 to $10,000 in normal cost areas and from $10,000 to 
$12,000 in high-cost areas; :(2) substitute replacement cost for value as the 
basis fer the insurable mortgage for new construction under the nonprofit rental 
housing portion of the section 221 jjregram; and (3) make section 221 mortgage 
insurance. available for .the construction for profit of rental housing for dis- 
placed families on the. basis, of ,estimated replacement cost or actual certified 
cost (whichever islower). — 

The proposal in the conimittée print for extending eligibility under section 
221 to families displaced by governmental action from the environs or general 
market area of a community having an approved workable program, should 
» be modified to define ;the terms “environs” and “general market area” and should 
be coupled with the provision in the administration bill removing the requir- 
ment that “the lo¢ality, or, Community in which the housing ‘is to be located 
must request that the section 221' program be made available. It seems to 
us entirely inconsistent to extend eligibility for section 221 housing to families 
displaced in a locality, while at the same time permitting the locality to prevent 
the construction.of section 221 housing therein. 


Housing for the elderly 


At the beginning of: this statement we cited the need for the production of 
a substantial amount of housing designed to: meet the special needs of the 
increasing number of older, people in our population.’ This need has received 
recognition in the proposals in both the committee print’ and the administration 
bill for a separate FHA mortgage insurance. program of rental housing for 
elderly persons. ‘Of the two proposals, NAHRO supports that contained in the 
committee print aS likely to result in the production of a greater volume of 
housing for the elderly than the administration proposal. 








—— 
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MIDDLE INCOME HOUSING 


The ‘policy ‘and program resolution adopted at NAHRO’s 24th annual meeting 
in St. Louis last October identified an adequate supply of “middie income” 
housing as the most serious gap in our housing inventory today. Middle income 
housing was generally defined as standard housing within the means of that 
sector of our population whose income is above the maximum’ for public housing 
oceupancy and below the level for which a volume supply of private housing 
is being produced through FHA, VA, and.conventional financing. 

Recognizing the inability of the private homebuilding industry to meet the 
tremendous housing needs of the middle income segment of our population under 
existing construction cost and, mortgage financing mechanisms, we advocate: 

' .4, An adequate and continuing Federal program of housing research designed 
to identify the’ characteristics of the middle income market and develop con- 
‘struction techniques and building materials that will bring a substantial supply 
of new housing within the financial reach of middle income families. Such ‘a 
research program should be financed from réserve funds for the various FHA» 
mortgage insurance programs and a portion of the FHA general mortgage 
insurance authorization should be set aside to facilitate the financing of housing 
-eonstruction under techniques and with materials developed through, the research 
rogram. ‘ 
¥ 2. An. intensive study of new sources and methods of encouraging a larger and 
continuing supply of funds for: the’ residential mortgage market. We suggest 
that this committee examine particularly the feasibility of legislation for: 
' (a) Encouraging the investment of more ‘pension -funds for mortgage 
purposes; ey 
(b) Providing tax “conduit” treatment for residential ‘mortgage invest- 
» ment trusts; ; fl Ye 
(c) Bstablishing a central mortgage discount bank; and 
(d) Chartering of mutual savings banks and/or savings and .loan asso- 
ciations by the Home Loan Bank Board particularly in areas with a,chronic 
shortage of mortgage funds. : ; 

8. Consideration ‘of a direct Federal mortgage loan program for the constfuc- 
tion of rental housing at costs within the means of middlé income families as 
defined above: Housing could. be: made available in substantial quantity for 
such families by lower monthly rentals resulting from a 50-year amortization 
period and ah interest rate based on the ‘current average yields of all out-. 
standing marketable obligations of the United States {currently about 3 percent). 
Such a program might provide preferences for families displaced by govern- 
mental action, families living in public housing whosé incomes are, above the 
limits, for continued occupancy, and families living in substandard ‘or .over- 
crowded housing. 

CONCLUSION 


We, have presented in this statement eertain legislative recommendations. - 
which, if adopted, will, we feel, irisure a continuing and. effective urban-renewal 
program, a revitalization of the low-rent public housing program, and a substan- 
tial start toward meeting the housing heeds of middle income families. 

But any program is only as effective as its-administration. In this conneé; 
tion, we commented .earlier in the statement, cohcerning what we regard as 
cerfain deficiencies in the administration of the public housing program. 

With, respect to urban renewal, we desire to reeord the fine relationships which 
exist between the Federal agency and local public agencies. The HHFA Ad- 
ministrator and the Urban Renewal Commissionet and his staff have been 
generally responsive to the needs and concerns of the localities in their policy 
determinations and have sought to simplify and expedite the urban-renewal 
process. , This positive approach to administration of, the program ,has been 
reflected in its substantial growth and progress durimg the past year. 


LEGISLATIVE RECOMMENDATIONS 


URBAN RENEWAL 


1, An incréase in capital’ grant obligational authority in the amount of $600 
million each year for 10 years, with an “acceleration clause’ that would permit 
the Administrator to contract to'make capital grants in excess of $600 millidn 
in any 1.year, provided that the total amount of capital grants contracted for 


in the 10-year period does not exceed $6-billion. 
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2. An increase in the Federal share of net project cost from two-thirds to 
80 percent. 

8. Establish eligibility as noncash local grants-in-aid of public improvements 
and supporting facilities commenced not more than 5 years prior to the 
authorization by the Administrator of a contract for financial assistance for the 
urban renewal project to which such public improvements and supporting 
facilities are related. 

4. Elimination of the predominantly residential requirement. 

5. Simplification of the required contents of an urban renewal plan. 

6. Local certifications, supported by conslusive findings, with respect to docu. 
mentation in support of applications and reports. 

7. Authority for the making of temporary loans, in advance of the capital 
grant, for project execution activities which are not depéndent on the existence 
of an urban renewal plan. 

8. Financial assistance for the preparation or completion of community 
renewal programs. ' 

9. Extend eligibility: for relocation payments to all individuals, families, and 
businesses displaced from’an urban-renewal area pursuant to an urban renewal 
plan. 

10. Interest rates for loans and advances: 

‘(a) Establish uniform data for determination of interest rate. 
(0), Establish definite loan interest rate at the time of loan and grant 
contract. 
(c) Establish definitive loan interest rate on basis of average yields of 
United States — of comparable maturities. 


PUBL IC HOUSING 


1. NAHRO endorses, the proposals respecting low-rent public housing con- 
tained in the committee print, except as follows: 

(a) A 10 percent “gap” in: lieu of the 20 percent “gap” contained in 
section 302 of the committee print. 

(b) Change in income-to-rent ratio from 5-to-1 to T-to-1. 

(c) A revision of section. 303 of the committee print to provide for the 
use of proceeds from the sale of units for replacement public housing units, 

(d) A revision. of section 307 of the committee print to provide for dis- 
position of public housing sits in urban renewal areas at prices equal to fair 
value for use in accordance with the urban renewal plan. 

2. Make available the full authorization for annual contributions contained 
in the Hoysing Act of 1949: 

8. Repeal of restrictive provisions in the Housing Act of 1937, as amended, 
including provisions for self-liquidation and termination of projects pursuant to 
certain local requests. 

4. Standardize cooperation agree ments to permit uniform payment for public 
services and ‘facilities provitled by the municipality. 


,FHA MORTGAGE INSURANCE 


1. NAHRO generally, supports the proposals contained in the committee print 
respecting, the various FHA mortgage insurance programs, except as ‘follows: 
(a); The préposal for extending eligibility under section 221 to families 
position of public housing sites in urban renewal areas at prices equal to fair 
cominunity should be coupled with removal of requirement for approval 

by locality in Which section ‘221 housing is to be located. 
(db) The terms “environs”, and “general market area” should be defined. 
2. In addition, substitute cost for value as basis for computing mortgage amount 

under section 207. 

3. Transfer to: URA responsibility for determining architectural standards, 
appraisal procedures, and mortgage-risk criteria under the section 220 program. 


; MIDDLE-INCOME HOUSING 


1. A Federal housing ‘research program to identify middle-income market and 
develop ‘new construction techniques, and building. materials. 

2..A diréct Federal mortgage-loan program for rental housing for families whose 
intone is above the maximum for public housing and below the level for which a 
volume supply of housing is currently ‘being produced. 
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Senator SparkMAN. At this point I wish to place in the record a 
statement by Senator J. Glenn Beall, of Maryland. 
(The statement of Senator Beall follows :) 


STATEMENT BY J. GLENN Beacy, A UNrrep States SENATOR FRoM THE STATE OF 
# MARYLAND 


‘Mr. Chairman, I am constantly disturbed each time we consider housing legis- 
lation about the inclusion of home furnishings, appliances, and even wall-to-wall 
carpeting in FHA guaranteed loans. 

‘It is specious at best to present to a prospective purchaser of a new home the 
opportunity to pay interest om money over a great number of. years for so rela- 
tively perishable commodity as carpets and appliances which obviously will have 
depreciated beyond salvage long before the maturity date of the loan involved. 

It seems to me very wrong for the Government to participate in such a program, 
whether or not it is discrétionary with the executive. . I feel very strongly that 
we should write into our housing bill specific, mandatory provisions, which will ~ 
leave no doubt as to the intent of Congress in.this matter. It is, therefore, my 
recommendation that we include.in this bill statutory prohibition against the 
inclusion of items such as I have alluded to in any mortgages which may be guar- 
anteed by the Federal Government. ; 


Senator Sparkman. Mr. R. E. Carter, of Baltimore, Md., repre- 
senting the National Retail Furniture Asseciation, is next. 
Mr. Carter, we will be very glad for you to come around. We' have 


x copy of your prepared statement. It will be printed in: full in the 


record. You proceed as-you see fit, and for the benefit of the record 


_ present your associate. 


STATEMENT OF ROBERT E. CARTER, REGIONAL VICE PRESIDENT 


AND CHAIRMAN, GOVERNMENTAL AFFAIRS COMMITTEE, 
NATIONAL RETAIL FURNITURE ASSOCIATION, ACCOMPANIED 
BY DERRICK. BROOKS 


t 


Mr: Carrer. This is Mr. Derrick Brooks, staff man for National 


- Retail Furniture Association. 


Senator SParkMAN. Thank you. We are glad to have both of you 
here. « ' ; 
Mr. Carrer. My name is Robert E. Carter.. I operate Hub -Fiirni-. 
ture. Co. in Baltimore and Carter’s Furniture Co. in Towson, Md. 
Iam chairman of the goyernmental affairs committee of the National 
Retail Furniture Association. 
' Of course, as you said, Senator, we will appreciate the full’statement 
being incorporated in the record. 
During the past 3 months our members have found, it necessary 


to protect themselves from the consequences of proposals made to 


the Federal Housing Administration by carpet manufacturérs and 
builders. These were that FHA should include carpet 'in the home- 
mortgage security. - 

Fortunately, FHA has now made a firm decision not to include 
carpet.. We applaud that decision. Nevertheless, the fact that FHA 
again gave serious consideration to the possibility of accepting carpet 
has for the second time in 2 years caused our members considerableé 
expense and used much of their time and energy in protecting their 
reasonable interests. 

In 1956 similar proposals to include carpet were put forward. As 
a matter of self-protection, this association also was obliged at that 
time to come before this committee. , Our members felt, bound in 1956 
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and again in 1958 to appeal to Congress for protection because title IT 
of the National Housing Act provides no clear policy guidance to 
FHA on the intent of Congress in relation to proposals that items of 
personal property be included in the mortgage security. Nor does it 

rovide any guidance as to the rights of interested parties that should 

taken into account when such proposals are considered. 

NRFA has given this question serious study. We respectfully 
submit for consideration, by the: committee amendments to section 
203 (b) of the act: 

1. Avoiding alteration of established patterns of. distribution of 
goods to the consumer. | 

It has been our expérience on items -which FHA has approved for 
inclusion in the mortgage security that a shift in the distribution 
channels of these items usually occurs. 

_ Retail merchants feel that their business interests can in the Ion 
run be profoundly affected in this way. The effect is to shift. the 
business away from them and to put it in the hands of builders. 

Under conditions of normal competition without. Government. inter- 
vention there could be no objection. ‘ But under FHA the effect is to 
set up unfair Goyernment-supported competition. The builder is en- 
abled to offer the item on what appears to the consumer to be more 
attractive terms with Federal insurance against loss. ' Retailers are 
powerless to meet such unfair Government-supported competition. 

In helping the home buyer,- FHA can severely damage the interests 


of another segment of the public, the retailers of America and the - 


job security of their employees. 

Retailers of America, want the opportunity to compete freely on 
equal terms without ‘Government intervention. They feel Congress 
should place a responsibility on FHA to consider the effect, on their 
businéss interests and the jobs of their employees before accepting as 
FHA mortgage security an item traditionally, sold to the consumer 
through retail distribution channels. 

Retailers understand wel] that each manufacturer has to seek the 
largest possible profitable distribution for his product. They know 
that some would choose retail stores exclusively. Others would sell 
through contractors.’ Under these. circumstances the free play of 
competitive forces would determine what is best according to the way 
the consumer decides to ‘buy. But-the influence of the Government. 
mortgage insurance should not .be thrown behind any segment. of 
business where open market competitive forces are at work. 

We propose that the National Housing Act require FHA to take 
into account the effect’on existing channels of distribution of accepting 
as mortgage ‘security items traditionally sold through retail stores, 
and to consult the interested parties. 

This can, be accomplished, in our opinion, by amendment to section 
203 (b) of the National Housing Act as follows: 

To be eligible for insurance under 'this section a mortgage shall not include as 
mortgage security items not presently acceptable for inclusion in the area, which, 


if included will tend unnecessarily to alter, weaken, or disrupt established 
patterns of distribution of such items to the consumer. 


Point No. 2: Excluding items of doubtful real estate status from 


the mortgage security. ae : 
Under the pressure of competition between builders, mortgage 


lenders and installment finance companies, abuses of sound lending 
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practices have developed, mainly through the use of the so-called 
package mortgage. 

The principal abuse has been the practice of classifying items of 
doubtful real estate status as if they were bone fide items of real estate, 
when, in fact, they are personal property. 

‘When the package mortgage is insured by FHA, the question of 
public interest arises. It becomes proper to question whether Fed- 
eral assistance in the acquisition of non-real-estate items of personal 
ey erty through the use of the package mortgage was ever intended 

y Congress or even is necessary. 

Present FHA philosophy and regulations ‘seem to encourage the 


ote eee For ‘instance, in his letter of January. 4, 1957, to Senator 


ulbright, chairman of the Senate Banking and Currency ‘Committee, 


the Federal Housing Commissioner says! 


Applications for mortgage insurance show that a high percentage of American 


, families are already paying installments for .automobiles, television sets, and 


other family necessities and luxuries, To add to this burden the necessity of 
contractual financing for stoves, refrigerators, and other items now hand’ed:as 
part of the real estate would undoubtedly put home ownership beyond the méans 
of many families because they could not pay the aggregate monthly charges. 
There seems to be a connotation here that FHA thinks it has.a 
responsibility to develop financing terms for ‘certain items’of home 
furnishings so that people can, in effect, have their cake and eat it too. 
It is the opinion of NRFA, that for the purpose of maintaining a 
high level of home building and helping people to acquire homes 
this is unnecessary and probably was never intended ‘by Cteaiiian 
Whethér the home buyer can afford the item or not is not the cor- 
rect question to ask. . The correct question is: ‘Is the item a bona fide 
art of the real estate, or is it a piece of personal property ? 
Yet, FHA. does not offer criteria to determine whether an item is 


‘to be classified as an item of real estate or should be excluded from 


the mortgage because it is personal property or a chattel. 
There is nothing in FH deg thes, op which will help an appraiser 
ona fide part of the real estate. All 
the criteria do ‘is set up rules under which FHA will, in effect, con- 
done the fiction that a piece of personal property is part of the reai 
estate. 

FHA has already accepted in package mortgages numerous items 
such as washing machines, window air conditioners, ranges, refrigera- 
tors, deep freezers, venetian blinds, which are items of personal prop- 
erty and which are not in any sense an integral part of the real estate. 

In the opinion of mortgage lenders, the idea of the package mort: 


gage is attractive because they believe it helps to cut down competition 


from chattel mortgages, conditional vendors, and finance companies 
for a share of the home buyer’s monthly income. 

The mortgage lender willingly takes a business risk as a result of 
the lack of security for the personal property falsely classified as real 
estate. 

The position of NRFA is that private financing institutions assum- 
ing such business risks as free‘enterprisers may engage in lending 


practices they desire, but that the taking of such business risks and 


false classification of personal property items should not be aided and 
abetted by the Federal Government, through FHA mortgage insur- 
ance. 
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In our opinion, there is a duty for FHA to draw a clear line be- 
tween items which may properly be classified as part of the real estate 
and items which should be classified as personal property or chattels, 
We believe this responsibility can be placed on FHA by amending: 
section 203 (b) of the National Housing Act as follows: 

To be eligible for insurance under this section, a mortgage shall not include 
as mortgage security items of doubtful real estate status, not presently eligible 
in the area, which, if included, will tend to encourage the practice of falsely 
classifying them as items of. real estate or real property instead of as personal 
property or chattels. 

Our third point is: Putting the interest of the home buyer first. 

We come now to the question of whether FHA’s philosophy on 


acceptance of items in the mortgage security. properly preserves and: 


protects the interest of home buyers in particular and the public in 
general and carries out the true intent of Congress. 

In FHA’s letter of January 4, 1957, to Senator Fulbright it is stated 
that an, advantage to the home owner of including personal property 
items in the mortgage security is that, and I quote: 
including these items as part of the real estate enables home purchasers to ac- 


quire labor-saving equipment and conveniences which they may not otherwise 
be able to afford. 


We _ repeat that we earnestly and seriously question whether Con-. 


gress ever intended FHA to.use its powers to help people buy what 
they could not otherwise afford., © 

Under the same heading, another advantage is said to be that, and I 
quote again: 
the additional burden of short-term payments added to the existing housing 
expense is avoided. 

We doubt that Congress ever intended that FHA mortgage insur- 
ance should be used as a,means of enabling people to convert the pur- 
chase of items which are properly bought on short terms to long-term 
purchases with Federal insurance. 

Congress should not allow a Federal agency to encourage the unwise 
use of a home buyer’s funds, 

We fully recognize FHA’s desire to protect its insurance fund, to 
avoid losses, and to expand home building, but we feel these purposes 
are secondary to protecting the home buyer’s financial interest. 

In this connection, we would like to touch on FHA’s long-established 
policy of accepting items for inclusion in the mortgage. security, in- 
cluding items of personal property, which it has become the established 
custom to inelude in conventional mortgages. By relying on custom 
as a yardstick, it seems to us that: FHA is surrendering the independ- 
ence and objectivity which the public expects of a Government agency. 

As stated earlier, if FHA follows local custom they may be follow- 
ing good or bad, customs. 

Furthermore, FHA should be wary of being sought as the tool of 
manufacturing interests who want the FHA seal of approval on a 
practice they are trying to encourage. The faith of the American peo- 
ple in the integrity of the Federal.Government is such that the term 
“approved by FHA” causes them to believe that what is so approved 
is inherently consistent with their best interests as home buyers. 
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We believe that this situation can be improved by an amendment to 


~ gection 203 (b) as follows: 


In determining what items to include in or exclude from the mortgage secu- 
rity, the Commissioner shall exercise independent judgment and make his deter- 
mination primarily on what is in the long run economic interest of the home buyer 
in particular, and the public in general, without regard for what may have 
become the practice on conventional mortgages in the area not insured by FHA. 

Our fourth and last point: Giving public notice of, and an oppor- 
tunity to coment on, items to be included in or excluded from the mort- 
gage security. 

. 4 
. Lastly, we believe that FHA needs to develop procedures whereby 
all interested parties can be notified of proposed changes in FHA regu- 
lations and what will be included in or excluded from-the mortgage 
security. : : 

NRFA believes this can be accomplished by an amendment to sec- 
tion 203 (b) as follows: 


The Commissioner shall maintain and publish lists of items declared eligible 
or ineligible. for inclusion in the mortgage security in each Area. The Com- 
missioner shall give 30 days’ public notice of any ptoposed addition to, deletion 
of, or alteration of any item on the lists of eligible or ineligible items, such 
notice being by publication in the Federal Register. The Commissioner in such 
notice shall invite the comments of interested persons’ and, if necessary, shall 
hold public hearings on proposed changes in the lists. ’ 

We have attached a complete rundown of the amendment as we 
have prepared it, sir, to the back of our formal statement. 

Thank you very much. 

Senator SparKMAN. Yes, I was just looking at it. 

Thank you, gentlemen, for presenting this matter to us.’ We are 
very glad to have your presentation, and I assure you that this is a 
matter of interest to the committee. It is a matter that we have been 
interested in all along. We have had some discussions and studies 
of this. 

You refer to title I. You may remember some of the difficulty 
we had in straightening this out in title I, for home improvements. 
We tried to lay down a guideline there for FHA to follow, and we 
feel that FHA has followed it quite well. 

In fact, when it was assumed, according to the mail that we received, 
that FHA was about to change this policy and to include other things, 
such:as wall-to-wall carpet and so, forth, we took it up with the FHA, 
and we were assured by FHA that there was no consideration being 
given to such changes at all. 

And we rely on the letter which we have from FHA from which 
you quote. I believe it is March 1957. We feel that a general policy 
such as that is about as near as we can get to it. We cannot spell out 
in the law the individual items. 

You are helpful: in suggesting definite amendments, and those 
amendments will receive consideration of the full committee. 

Mr. Carter. We realize you cannot spell it out, but our thought was 
that at this time FHA has. gone far‘enough. We are not trying’ to 
roll back anything that has happened. 

Senator. SparkMAN. I realize that. 

Mr. Carrer. We felt there should be a line. 

25834—58——46 
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Senator SpaRKMAN.. Frankly, we did not intend that FHA go 
further. 

Mr. Carter. Well, that was our intention, sir. 

Senator Sparkman. Yes. 

Thank you very much. 

Mr. Carter. Thank you, sir. 

(The prepared statement of Mr. Carter follows :) 


STATEMENT OF Ropert FE. Carrer, REGIONAL VICE PRESIDENT AND CHamrMay, 
GOVERNMENTAL AFFAIRS CoMMITTEE, NATIONAL RETAIL. FURNITURE ASsocta- 
TION 


Amending section 203 (b) of the National Housing Act to provide for guidance 

‘on items to be excluded. from or included in the mortgage security, and 

to require public notice of proposed changes. (Full text of proposed amend- 
ments at end of statement. ) 


This statement is presented to the committee on behalf of the owners of the 
8,500 stores represented in the National Retail Furniture Association, located in 
all 48 States and the District of Columbia. 

The association was founded in 1921. Annual sales of NRFA members ac- 
count for about 85 percent of all sales of home goods made through home 
furnishings stores.. Mail order houses, department stores, contract and hotel 
equipment outlets also do a substantial additional amount of business. 

During the past 3 months, members of this association have found it necessary 
to take steps to protect themselves from the consequences of proposals made to 
the Federal Housing Administration by carpet manufacturers and builders. 

These proposals were that FHA should include carpet in the home mortgage 
security on FHA-insured homes. 

Fortunately, after due consideration, FHA has now made a firm decision not 
to include carpet.. The members of this association applaud that decision. 

Nevertheless, the fact that FHA again gave ‘serious consideration to the 
possibility of accepting carpet has, for the second time in 2 years, caused the 
members of our association considerable expense, and used much of. their time 
and energy, in protecting their reasonable interests in this matter. 

In 1956, similar proposals to include carpet in FHA mortgages were put 
forward. As a matter of self-protection this association also was obliged at 
that time to come before this committeee. 

It’ is our opinion that the reason NRFA members have. felt bound in 1956 
and again in 1958, to appeal to Congress for protection, is that title II of the 
National Housing Act provides no clear policy guidance’to FHA on the intent 
of Congress'in relation to proposals that items of personal property be in- 
cluded in the mortgage security ; nor does it provide any guidance to FHA.as to 
the rights of interested parties that should be taken into account when such 
proposals are considered. 

NRFA has given this question serious study during the past 3 months. We. 
respectfully submit for consideration by the committee the amendments to see- 
tion 203 (b) of the act which are attached to this statement. . 

Our explanation of the proposed amendments are presented on the following 
pages under the headings: 

1. Avoiding alteration of established patterns of distribution of goods to 
the consumer ; 

2. Excluding items of doubtful real estate. status from the mortgage se- 
eurity ; 

3. Putting the interest of the homebuyer first ; 

4. Giving public notice of and opportunity to comment on items to be in- 
eluded in or excluded from mortgage security. 


1. AVOIDING ALTERATION OF. ESTABLISHED PATTERNS OF DISTRIBUTION .OF GOODS 
TO THE CONSUMER 


It has been our experience on items which FHA has approved for inclusion 
in the mortgage security that a shift in the distribution channels of. these items 
usually occurs. The household appliance. business is a notable example. 

When FHA declares an item as acceptable in the mortgage security, strong 
forces are set in motion tending to change the pattern of distribution of that 
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item from manufacturer to consunier. Retail merchants feel that their busi- 
ness interests can in the long run be profoundly affected in this way. , 

If the item .is one which has traditionally been sold to consumers by retail 
merchants, the effect is to shift the business away from them and to put it 
n the hands of builders. 

Under conditions of normal competition, without Government intervention, 
there could be no objection to this. But under FHA, the effect is to set up 
unfair Government-supported competition. The builder is enabled to offer the 
‘item on what appears to the consumer to be more attractive terms of payment, 
with Federal insurance against loss in the event of nonpayment. 

This situation: of unfair competition works to the disadvantage of estab- 
lished distribution channels. Merchandise is offered to home buyers at lower 
prices and longer terms than would be possible in usual distribution channels. 
Unfair comparisons of prices and terms of payment are thereby created in 
buyer’s mind. Furthermore, the problem of “leakage” is created as builders 
are tempted to buy.in excess of their real needs in order. to get lower prices on 
larger quantity orders, and then to’ feed: the excess goods into the stream of 
retailing which tends to upset retail distribution channels. 

Retailers are powerless to meet such unfair Government-supported competi- 
tion. Furthermore, nothing can prevent such competition from altering distri- 
bution patterns. No retailer selling carpet, for instance, on 12- or 18-month 
installment terms can hope to compete with builders selling on 25- or 30-year 
(or even on only 9-year) real estate terms, ‘with: the risk on the loan under- 
written by the Government via the backing of a Federal mortgage guaranty: 

. In helping the home buyer, FHA can severely damage the interests of another 
segment-of the public, the retailers of America, and the job seeurity of their 
employees. Most of these retailers have spent a lifetime building up their 
business. Usually every cent they own is invested in it. Collectively they, have 
millions: invested in distribution facilities to meet the home-furnishing needs of 
homemakers on a continuing year in, year out Dasis: 

Retailers want the opportunity to compete freely on equal terms, without 
Government intervention. 

- They feel Congress should place a conmduethiiaes on FHA to consider the effect 
on their businéss interests and the jobs of their employees before accepting as 
FHA‘ mortgage security. an item traditionally sold to the. consumer through 
retail distribution channels. They feel they should be consulted before such 
-& move is made. As interested parties, they believe they are entitled to a voice 
in the decision. : 

With 1 million new houses being built each year, these houses become a 
major part of the market for many items of home furnishings. This home 
furnishings market is now being effectively served, and always has been so 
served, by normal retail channels. .The Government should not intervene in 
a way which diverts this market to the building industry. This market would 
be lost to retailers should the Federal Government sponsor mortgage coverage 
of home furnishings and equipment, so that these items can be supplied to con- 
sumers by the building industry. ‘Such a step would amount to unfair Govern- 
ment support of one group of suppliers to a market to the detriment of another. 

Retail merchants believe that the influence of the Federal Governnmient should 
not be used to help bring about a shift in the channels of distribution of impor- 
tant items of domestic production. 

Business organizations, as well as consumers who buy from them, do not need 
the intervention of the Federal Government in a matter which should be solved 
by freé market competition. 

The real question is not whether consumers should be able to have well fur- 
nished and equipped homes, but whether the Federal Government should step in at 
all, and if so, how far, to support special channels of distribution to. bring this 
objective about. 

Retailers understand well that each manufacturer has to seek the largest pos- 
sible profitable distribution for his product. They know that some would 
choose retail stores exclusively. Others would sell through contractors. Some 
would use both channels in free and open competition. 

Retailers believe that under these circumstances, the free play of competitive 
forces Would determine what is best, according to the way the consumer. decides 
to buy. They believe that the influence of the Government mortgage insurance 
should not be thrown behind one segment of business where open market competi- 
tive forces are at work. 
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For these reasons, we propose that the National Housing Act require the F HA 
Commissioner, by law, to take into account the effect on existing channels of 
distribution, and probable damage to them, of accepting as mortgage security, 
in any locality, items traditionally sold through retail stores, and to consult the 
interested parties before making a decision to accept such items. 

This can be accomplished, in our opinion, by.an amendment to section 203 (b) 
of the National Housing Act as follows: 

“To be eligible for insurance under this section a mortgage shall not include 
as mortgage security-items not presently acceptable for inclusion.in the area, 
which, if included will tend unnecessarily to alter, weaken, or disrupt estab- 
lished patterns of distribution of such items to the consumer.” 


2. EXCLUDING ITEMS OF DOUBTFUL REAL ESTATE STATUS FROM THE MORTGAGE SECURITY 


Under the pressure of competition between builders, between mortgage lenders, 
and between mortgage lenders and installment finance companies, indiscriminate 
lending and abuses of sound lending practices have developed, mainly through 
the use of the so-called package mortgage. 

The principal abuse has been the practice of classifying items of doubtful rea} 
estate status as if they were bona fide items of real estate, when in fact they are 
personal property or chattels, properly subject to chattel mortgages. 

The package mortgage has come to be thought of as a device to increase sales, 
regardless’ of whether it is in the general public interest to use it in this way. 
It may be said to be a device for catering to the homemaker’s personal property 
needs by giving long terms of payment, using the house itself as security. ; 

When the package mortgage is insured by FHA the question of the public inter- 
est arises. It becomes proper to question whether Federal assistance in the 
acquisition of non-real-estate, items of personal property through the use of the 
package mortgage was ever intended by Congress or even is necessary. 

Present FHA philosophy and regulations seem to encourage the practice. 
For instance, in his letter of January 4, 1957, to Senator J. W. Fulbright, chair- 
man of the Senate Banking and Currency Committee, the Federal Housing 
Commissioner -says: 

“Applications for mortgage insurance show that a high percentage of 
: American families are already paying installments for automobiles, television 
sets, and other family necessities and luxuries. To add to this burden the 
necessity of contractual financing for stoves, refrigerators, and other items 
now handled as part of the real estate would undoubtedly put homeownership ~ 
beyond the means of many families because they could not pay the aggregate 
monthly charges.” 

Theré seems to be a connotation here that. FHA thinks it has a responsibility 
to develop financing terms for certain items of home furnishings so that people 
can, in effect, have their cake and eat it, too. 

It is the opinion of NRFA that the purpose of maintaining a high level of home 
building and helping people to acquire homes, this is unnecessary and probably 
never intended by Congress. 

Further in his letter, the FHA Commissioner says that (excluding such items) 
would “deprive American families of the benefits of FHA because the mortgage 
eould not be as inclusive as a conventional loan.” 

NRFA thinks that Congress never intended that FHA should go to extremes 
in finding ways to help people buy houses. We think the intent of Congress 
was to help people buy houses on terms that were sound and they could afford 
but which they could not obtain from private lenders without the help of a. 
Government guarantee. We do not believe Congress intended FHA to encourage 
change in what property should be included in or excluded from the traditional 
type of mortgage, but only to help spread the financial risk by a system of 
Government insurance. We do not believe that.it is the intent of Congress that 
FHA should encourage clasification of nonreal estate personal property items 
as items of real estate so as to make it either easier for people to buy these 
items, or easier to buy houses, or both. 

Yet FHA apparently thinks otherwise. In the same letter FHA says that one 
of the advantages to the home owner of including nonreal estate items in the 
mortgage security is that “including these items as part of the real estate enables 
home purchasers to acquire labor-saying equipment and conveniences which they 
may not otherwise be able to afford.” [Italics added.] 

Whether the home buyer can afford the item or not is not the correct question 
to ask. The correct question is: “Is the item a bona fide part of the real estate, 
or is it a piece of personal property? 
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Yet PHA does not offer criteria to determine whether an item is to be classi- 
fied as an item of real estate, or should be excluded from the mortgage because 
it ig personal property or a chattel. 

For an item to be classified as an item of real estate, FHA only says in its 
regulations that the following recommendations.must be met (the item must - 


be): : 

) a. “Appropriate to residential use and to properties comparable to that in 

which its installation is proposed” : 

(Comment: This clearly can include items of personal property.) 

b. “Of relatively permanent character and lasting quality, and not subject 
to'frequent repair and replacement” ; 

(Comment: This also makes no distinction between whether the 
item is classifiable as personal property or is an item of real estate.) 

e. “One which has become: thé established custom [italics added] to 
include in comparable properties offered for sale and to leave in place 
when the property is vacated” ; 

(Comment : This condones “custom,” whether good or bad and whether 
in the public interest or not. It permits an uncritical acceptance of 
whatever meaning the word “custom” may have for a particular in+ 
dividual, as well as indiscriminate acceptance of whatever’ practices 
may have developed of falsely classifying personal property as real 
estate in any particular locality, under the pressure of competition. ) 

d.'“So installed to clearly indicate the intention to include the item as 
part of the real estate.” [Italics added.] 

(Comment: There is no guidance here as to what “clearly indicate” | 
or “intention” means. For instance, in its examples accompanying this 
statement of requirements, FHA qualifies an electric range for inclusion 
if it can be described as “range, electric, free standing with plug-in 
jack;° permanently installed.” This is a contradition., Can a “free 
=, electric range, plugged into a jack also be “permanently in- 
stalled ?’’) 

e. “Acceptable to the mortgagee as part of the mortgage security.” 

(Comment: Acceptance by the mortgagee’ does not make a piece of 
personal property into an item of real estate. Calling it so does not 
make it so.) 

There is nothing in these five requirements which will help an appraiser decide 
whether the item is a bona fide part of the-real estate or not. Ail thé criteria do 
is to set up rules under which FHA will, in effect, condone the, fictionthat a piece 
of personal property is part of the real estate. 

FHA already accepts in package mortgages numerous items such as washing 
machines, window air conditioners, ranges, refrigerators, deep freezers, venetian 
blinds which are items of personal property or chattels and which are not in any 
sense an integral part of the real estate. 

In the opinion of mortgage lenders the idea of the package mortgage is attrac- 
tive because they believe it helps to cut down competition from chattel mortgages, 
conditional véndors, and finance companies for a share of the homebuyer’s monthly 
income.’ They see the package mortgage as a way of lessening competition. 

The idea is so attractive to them that they are willing to resort to the subter- 
fuge of classifying as items of real estate items that are in fact personal property, 
in the mortgage contract. 

Yet, if pressed, they will admit that traditionally a real property mortgage 
may not include items of personal property. They will confess that they accept 
these reluctantly under the. pressure of competition. 

They will further explain that fixtures such as,sinks, bath tubs, and furnaces, 
permanently wrought into a house, may be included, because they. are considered 
to have become an integral part of the realty. 

But items such as stoves, washers, refrigerators, carpets, draperies, are not so 
wrought in. They will admit that in traditional real estate law these are items 
of personal property. Even though a real estate mortgage.is written to include 
them, the mortgagee would have no legal claim to them. 

The subterfuge involved is illustrated by the fact that it is often thought neces- 
sary to have the package mortgage recorded twice, once as a real estate mortgage 
and again as a chattel mortgage. 

The mortgage lender willingly takes a business risk as a result of the lack of 
security for the personal property falsely classified as real estate. This business 
risk is considered justified by the advantages obtained over competition. 
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The position of NRFA is that private financing institutions assuming such 
business risks as free enterprisers may engage in lending practices they desire, 
. but that the taking of such business risks and false classification of personal 
property items should not be aided and abetted by the Federal Government 
thr uch FHA mortgage insurance. 

In our opinion there is, a duty for FHA to draw a clear line between items 
which may properly be classified as part of the real estate, and items which should 
be classified as personal property or chattels subject only to chattel mortgages. 

We believe this responsibility can be placed on FHA by amending section 203 (b) 
of the National Housing Act, as follows: 

“To be eligible for insurance under this section, a mortgage shall not 
include as mortgage security items of doubtful real estate status, not pres- 
ently eligible in the area, which, if included, will tend to encourage the 
practice of falsely classifying them as items of real estate or real Property 
. instead of as personal property or chattels.” 

It seems to us in deciding whether an item has true real estate statue, there 
should be assurance that the equipment is so constructed into the house that it 
leaves no doubt that it is a part of the real estate. It should be installed with 
the intention of permanence and not: merely resting upon, or bolted to a part of 
the house. Essentially, it should be attached so that its removal would require 
substitution and would involve some structural dismantling. 


3. PUTTING THE INTEREST OF THE HOME BUYER FIRST 


acceptance of items in the mortgage security properly preserves and protects 
the interest of home buyers in particular and the public in general, and carries 
out the true intent of Congress. 

Perhaps one way to illtistrate FHA thinking is to give certain quotations from 
official FHA statements which have a bearing on this question. 

In FHA’s-letter of January 4, 1957, to Senator Fulbright, it is stated that an 
advantage to the homeowner of including (personal property) items in the mort- 
gage security is that: 

“ineluding these items as part of the real estate enables home purchasers 
to acquire labor-saving equipment and conveniences which they may not 
otherwise be able to afford.” [Italic added.] 

We repeat that we seriously question whether Congress ever intended FHA 
to use its powers to help people buy what they could not otherwise afford. 

Under the same heading, another advantage is said to. be that: 

“The additional burden of. short-term payments added to the existing 
housing expense is avoided.” 

We doubt that Congress ever intended, that FHA mortgage insurance should 
be used as a means of enabling people to. convert the purchase of items which 
are properly bought on short terms to long-term pure hases, with Federal insur- 
ance. 

In FHA’s memorandum to Directors of Field, Offices, dated December 6, 1957, 
subject ““FHA’s Mortgage Credit Philosophy” it is stated : 

“As a family’s income rises, FHA should allow that family to exercise 
more discretion on how-to spend its income [italic added]. * * * It-has 
been a tendency for American families as their income increases to spend a 
smaller proportion of their income for housing. We do not believe this ‘is 
a oo trend: We do not. wish in any way to support or encourage this 
trend.” 

This seems to show a paternalistic attitude by Government toward the home 
buyer and how he deeides to spend his income. We do not think it was ever 
intended by Congress that FHA should tell families how’ they may spend their 
motiey, Or to encourage or discourage them to spend more or less for housing, in 
contrast with the amount they spend, say, for home furnishings, automobiles or 
other consumer needs. 

This is surely the home buyer’s decision to make, not FHA’s. The statement 
seems to indicate a presumption by FHA’ that ‘they have greater wisdom than 
the. home buyer as to how he spends his money. 

Furthermore, we do not think that FHA should concern itself with what share 
of the consumer’s dollar goes to the home building industry. 

It seems to us that’ FHA’s only interest should be whether the home buyer 
will be able to meet his mortgage payments. 











We come now to the question whether FHA’s philosophy on insurance and | 
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Further in the same memorandum it is said : 

“Long experience has shown that where appliances are not included in 
the house and financed through the mortgage the home buyer is likely to go 
right out and buy them on short-term credit at a much higher monthly pay- 
ment. So actually he is a better credit risk if appliances are sold as part 
of the house despite the fact that this requires slightly higher monthly pay- 
‘ments on the mortgage.” . [Italics added. ] 

This statement shows only concern for protection of FHA’s insurance funds, 
not for what is in the home buyer’s best long-term financial interest. 

It is a frank admission that FHA likes to see items of personal property, in- 
cluded in the mortgage because the risk of loss to FHA is less, even though the 
home buyer is thereby encouraged to spend substantial additional amounts for 
interest over the term of the mortgage. This is so because for whatever length 
of time the home buyer pays for. the personal property items included, he like- 
wise will be paying interest on the remaining balance involved. This interest 
conceivably. could amount to more than the total cash price e of the articles at the 
time of purchase. 

Congress should not allow a Federal agency to encourage the unwise use of 
a home buyer’s funds. 

The Federal Government has a special responsibility to all citizens to see that 
it does not become: a party to any system which tends to exploit the ignorance’ 
of home buyers: as to the real cost to them of-a mortgage contract they are 
making, and should explain to them in advance the charges for interest that will 
be incurred. 

In our opinion, FHA is in need of guidance from Congress as to the attitude 
to be taken toward the home buyer’s interest in mortgage insurance under ‘sec- 
tion 203. 

We believe there is need for a change in FHA’s attitude toward the long-run 
financial interest of the home buyer. 

We fully recognize FHA’s desire to protect its insurance fund, to-avoid losses, 
and to expand home .building. But we feel these purposes are secondary to 
consideration of the home buyer’s financial interest. 

We believe that FHA’s primary allegiance should be to the home buyer. 

In this connection we would like to touch on.FHA’s long-established policy of 
accepting items for inclusion in the mortgage security, including items of per- 
sonal property, which it has become the established custom to include in conven- 
tional mortgages. . 

Relying on custom as a yardstick, it’ seems to us that FHA is surrendering the 
independence and objectivity which the public expects of a Government agency. 

As stated earlier, if FHA follows local custom, théy may be following good or 
bad customs. We have mentioned before that under the pressure of competition 
between lenders,. between builders, arid between manufacturers, items of per- 
sonal property come to be ircluded (reluctantly) in’ the mortgage security on 
conventional mortgages, which an impartial, ebjective judgment would show it 
is not in the home buyer’s financial interest to include. 

FHA should exercise independent. judgment, acting on behalf of the home 
buyer, and should not unthinkingly follow unwise lending practices which have 
been developed under the stress of competition. 

Furthermore, FHA should be wary ‘of being sought as’the tdol of manufac- 
turing interests who want the FHA seal of approval on a practite they are 
trying to encourage. The faith of the American people in the integrity of the 
Federal Government, is such that the term “approved by FHA” causes them to 
believe that what is so approved is inherently consistent with their best interest 
as home buyers. 

FHA approval is.so potent a force that manufacturers of personal property 
seek. it for the purpose of stimulating sales of their products to. home builders. 
Some have stated that they do not expect FHA approval to bring them much 
extra business from FHA-insured homes, but they want the FHA stamp of:ap- 
proval because. with it: they. feel they can convince,reluctant lenders to aécept 
their products for.inclusion in'the mortgage security, which the lenders, are at 
present disinclined to accept because they are personal. property. .Tliey want to 
be able té say to them “If it’s okay for FHA then it’s okay for you.” 

As evidence that FHA may not be thinking as'independently in this area as 
is intended by Congress we quote once more from: the FHA’ December 6 
memorandum: 

“No otherwise acceptable credit application for a house costing over 
$15,000 should be turned down just because of the anticipated operating cost 
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of the airconditioning. The best opinion of the industry is that the sav- 
_ings—more than offset the added cost of operating a compressor during the 
cooling season. Within a few years, any house that is not airconditioned 
will probably be obsolescent, so FHA should start encouraging the inclusion 
of airconditioning.” [Italics added.] 

There is evidence here of lack of an independent attitude. The opiriion quoted 
is the opinion of the industry, not the impartial, objective opinion of FHA, 
which the public has the right to expect.. The last sentence is no less than a 
propaganda plug for a specific industry. 

It seems to us this is a good example of the need for FHA to be wary of being 
used as the tool of those with a special interest in promoting sales with FHA 
approval. 

We believe that this situation can be improved by an amendment to section 
203 (b) as follows: 

“In determining what items to include in or exclude from the mortgage 
security, the Commissioner shall exercise independent judgment and make 
his determination primarily on what is in the long run economic interest 
of the home buyer in. particular, and the public in general, without regard 
for what may have become the practice on conventional mortgages in the 
area not insured by FHA.” 


4. GIVING PUBLIC NOTICE OF, AND AN OPPORTUNITY TO COMMENT ON ITEMS TO BE 
INCLUDED IN OR EXCLUDED FROM THE MORTGAGE SECURITY 


Lastly, -we believe that FHA ‘needs to develop procedures whereby all inter- 
ested parties can be notified of proposed changes in FHA regulations and pro- 
cedures on what will be included in, or excluded from the mortgage security. 

Furthermore, there should be opportunity for interested. parties ‘to present 
their views before changes are put into effect, and, where necessary, to be.given 
a hearing. 

NRFA believes this can be accomplished by an amendment to section 203 ¢b) 
as follows: 

“The Commissioner shall maintain, and publish lists of items declared 
eligible or ineligible for inclusion in the mortgage security in each area. 
The Commissioner shall give 30 days’ public notice of any proposed addi- 
tion to,.deletion of, or alteration of any item: on the lists of eligible or 
ineligible items,.such notice being by publication in the Federal Register. 
The Commissioner in such notice shall invite the comments of interested 
persons and, if necessary, shall hold public hearings on proposed changes 
in the lists.” ; 

PROPOSED AMENDMENTS 


Suggested amendment to section 203 (b) of the National Housing Act, relating 
to sales housing constructed as security for FHA insured home mortgages: 
' (Definition: “Area” is defined as each locality within each FHA insurance 
office jurisdiction. ) 

1. To be eligible’ for insurance under this section a mortgage shall not 
include as mortgage security items not presently eligible for inclusion in 
the area, which, if:included will tend unecessarily to alter, weaken, or disrupt 
established patterns.of distribution. of such items to the consumer. 

2. To be eligibléfor insurance under this. section, a mortgage shall not 
include as mortgage security items of doubtful real estate status, not pres- 
ently eligible in the area, which, if included, will tend to encourage the 
practice of falsely classifying them as items of real estate or real property 
instead of as personal property or chattels. 

3..In determining what items to include or. exclude from the mortgage 
security, the Commissioner shall exercise independent judgment and make 
his determination. primarily on what is in the best long-run economic interest 
of the homebuyer in parti¢ular and the public in general, without regard for 
what may have hecome the practice on conventional mortgages in the area 
not insured by FHA. 

4. The Commissioner shall maintain and publish lists of items declared 
eligible or ineligible for inclusion in.the mortgage security in each area. 
The Commissioner shall give 30 days’ public notice of any proposed addition 
to, deletion of, or alteration of.any item on the lists of eligible or ineligible 
items, such notice being by publication in the Federal Register. The Com- 
missioner in such notice shall invite the comments of interested persons and, 
if necessary, shall hold public hearings on proposed changes in the lists. 
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tive secretary of the Metropolitan Association of General Improve- 
ment Contractors. 


Weare very glad to have you, Mr. Haas, 
We have a copy of your statement. You proceed in your own way. 


STATEMENT OF JOHN H. HAAS, EXECUTIVE SECRETARY, METRO- 
POLITAN ASSOCIATION OF GENERAL IMPROVEMENT CONTRAC- 
TORS, WASHINGTON,. D. C. 


Mr. Haas. Mr. Chairman, my name is John H. Haas, and I am 
appearing here today as spokesman for the organized home improve- 
ment contractors in the Nation’s Capital. Since we are maintaining 
constant contact with many similar groups throughout the country, 
we have been in a position to assemble certain information in the 
field of housing rehabilitation which, we strongly feel, should be 
brought to the attention of this committee. 

Like nearly every other trade, we, too, are concerned with, and 
somewhat affected by, the present recession. However, we consider. 
it less as a threat than as a challenge to our profession, and this for 
a very good reason: | 

The Bureau of the Census reports that there are about 30 million 
homes in urban areas which are in need of essential. repairs and im- 


provements. Since we have been told that this recession could be 


overcome by increased consumer spending, we have become rather 
optimistic. For an increase in consumer spending is primarily a 
matter of incentive, such as necessity, price, or credit. Thirty mil- 
lion defective homes are a gigantic reservoir of spending incentive, 
worth anywhere from $25 million to $50 billion in basic materials 
services, and labor. The necessity is there, the price is right, and 
we can do the job; the only thing missing is an efficient credit mechan- 
ism for housing rehabilitation.in the lower income brackets. 

I believe it might be. helpful at this point to digress briefly in 
order to meet the usual argument that title I improvement loans pro- 
vide such a credit mechanism. They do, of. course, but the maximum 
repayment schedule of 5 years imposes too heavy a burden on the 
monthly budget of the lower income groups which constitute the vast 
majority of displaces in urban-renewal ‘operations. Proof: of this 
may obviously be found in the fact that the National Housing Act 
provided 20, 30, and even 40 years’ amortization for such cases. 

The urban-renewal program, as initiated by Congress, is probably 
one of the healthiest measures our Government-lias ever undertaken. 
Like many a new program, it has its*weak spots and complications 
that.need to be ironed out, and you may, rest assured that nobody is 
more grateful for such an opportunity than we are with our 30 million 
potential customers. 

Of the two legislative instruments, sections 220 and 221, we are 
mostly concerned about the latter. 

As to section 220, I would like to confine my remarks about ‘it to 
this comment: Section 220 reminds me of an emergency hospital-— 
a patient has to be pretty sick before he is admitted. 

It is, of course, most reassuring to know that our worst slum sec- 
tions could be—and are being—eliminated through this facility. But, 
what about the others, the thousands of communities in which blight 
is gnawing away at decent neighborhoods? 


Senator Sparkman. The next witness is Mr. John H. Haas, execu- » 
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This is, we believe, where section 221 should come in. Whereas 
section 220 with its towering maze of administrative prerequisites 
on the Federal and municipal level is conditional upon a substantial 
contribution from the United States Treasory~ that | is to say, tax- 
payers’ money ised provisions of section 221 could and 
should function as a quick wad simple rescue operation, activated by 
the initiative of the individual, the availability of lenders, and the 
skill of operative builders and contractors. In addition, it needs only 
the proper credit mechanism to’set it in motion. 

We all know that the part of urban renewal under séction 221, to 
put it euphemistically, is not operating -satisfactorily. Impressive 
evidence is furnished ‘by the latest available statistics which demon- 
strate that the majority of cities with an ‘authorized project have, thus 
far, not taken advantage of whatever facilities weré made available 
to them. 

I do ‘not want to take up your time with figures and quotations, but 
you will admit that something must, be wrong with the present nia- 
chinery of section 221 when cities like Washington, D. C., obtain an 
authorization for 3,500. units and .report less than 100 commitments 
issued after a whole year has passed. Or take Philadelphia, where 
nearly 4,000 units were authorized and not 1 application was received 
by the start of this year. 

You will find the identical situation elsewhere—Hartford, Denver, 
Jacksonville, Shreveport, and many other municipalities. 

Or take the whole State of Alabama, where for a number of com- 
munities, 5,090 authorizations were issued, and only 80 starts of con- 
struction—80 out of 5,090. 

. We. find that a great amount of attention is paid continuously to 
problems of new construction, and justifiably so, for the “magic mil- 
lion” of new home starts per annum has become the pivoting “indica: 

tor of prosperity. ‘Legislative concern about downpayments, mort- 
gage’ terms, availability: of funds, secondary market operations, 
et’ cetera, is considerable and, I repeat, most welcome. It should not, 
however, impede the realization that our tremendous existing housing 
inventory of over 50 million nonfarm residences is in. pressing need 
of a comparable amount of attention. 

It is our considered recommendation that, in order. to render it 
serviceable, a revision of this section is urgently needed with changes 
in two directions—basic policy and special requirements. 

A change in basic policy seems motivated by the fact that section 
991 procedure, which concerns itself in the meaning of the law-with 
individual homes and homeless individuals, is now closely linked to 
section 220 which operates only on.the project level as an area con- 
cept. It‘is this’ functional assimilation of policy. that has rendered 
221 operations impractical. 

A. brief demonstration. will bring this point up to absurdity. 

Section 221 is aimed at assisting a family displaced by Government 
action, Such Government, actions take place almost every day in al- 
most every sizable community. But in order for the Jones family 
to obtain such assistance, the following events must first have taken 
place: 

1. HHFA must have ‘received a formal request from tlie municipal 
government with an explanation and. stipulation of need (for section 


291 assistance). 
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2. city complete community program for slum clearance must have 
been received and approved by HHFA. 
3. HHFA, then, must issue a formal “certification of need”—not 
to the Jones "family, as one may expect, but to FHA. This waillied 
tion, however, will not have reference to the Jones family either; it 
will merely state that the community in which they live is “certified 

for assistance.” 

4. The municipal government, then, must make a formal request, 
this time to FHA, asking for authorization of 221 loan applications 

Only after all these-steps have been taken and favorably completed 
can. the Jones family start to make its application for relocation 
housing. To be exact, they will merely apply for another certificate 
which will make them “eligible” for relocation housing if, when and 
where available. For all practical purposes, they are then right back 
from where they started, for, here again, statistical reports show a 
tragic picture. 

At the start of 1958, approximately 125 municipalities had gone 
through the aforementioned procedure and obtained authorizations 
for a total of about 65,000 units. Less than 50 of these 125 cities re- 


‘ ported any construction or rehabilitation’starts at all, and the total 
number of units thus started did amount to 1,500 -out of 65,000—or 
less than 3 percent. 


To make matters worse, consider the many hundreds, if not: thou- 
sands, of communities which have failed hitherto to attempt getting 
such 221 assistarice through the aforementioned procedure. And con- 
sider, too, the thousands of comminities with acute problems of blight 
and displacement—but without a slum clearance. program—which 
automatically excludes them from, the program of: section 221 and 
makes the situation of their individual “Jomes families” utterly 
hopeless. 

We hope that you will see the need for revision, and we, therefore, 
submit the recommendation that rehabilitation assistance loans under 
section 221 be made available to certified applicants within-the general 
market area of any incorporated town. or municipality upon presen- 
tation, to the competent insuring office of the Federal Housing Admin- 
istration, of suitable evidence of Government .action ner 
causing displacement of applicant. 

Now, this may appear to many as a rather radical change in the 
present structure of urban rénewal procedure and policy, but. we 
must come to recognize the fundamental difference between slum 
clearance and. rehabilitation housing. To become effective, both ob- 
jectives cannot possibly be governed by the same legislative prinviples 
or handled successfully by the same administrative apparatus. 

Section 220 is, and should remain, a program for area planning on 
a special project basis with all necessary corporate safeguards. Sec- 
tion 221, in‘contrast, is meant, and should be e1 ngineered accordingly, 
asan individual tool for assistance in individual cases. 

It could. thus become the proverbial ounce of prevéntion in, the 
fight against blight : it will preclude the formation, in place of paying 
for the clearance, of slums. ‘It would also retain, in this revised form, 


_ three‘siflicient warranties against possible misuse: the FHA through 
.its insuring ‘office, the verification of the Government agency causing 


displacement, and the certification of eligibility by the municipality. 
By installing this machinery for section 221 assistance we would not 
only avoid unnecessary waste of governmental functions and contribu- 
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tions, but. we would also eliminate the present injustice which favors 
the displacee in an authorized area for certain privileges that are 
denied any other displacee outside such area. If we attempt by law 
to remedy the damages caused by an action of government, we should 
make this remedy available and applicable to any and all victims of 
such government action without discrimination. 

In addition to this change in basic policy, we would also like to 
make three recommendations as to changes in special requirements: 

‘1. The loan ceiling for all cases should be set at $12,000. This 
would not only make a larger number of dwellings available for re- 
habilitation, but it would also allow more room for absorption’ of 
existing encumbrances such as are customarily found on older proper- 
ties. ° ‘And it would .also eliminate the need for differentiation be- 
tween normal and high-cost areas. 

2. Rehabilitated dwellings should be held for 30 ds ys after com~ 
letion for eligible displacees. During this time, the dwelling must 

advertised and posted as available for such purpose. 

3. The requirement for a minimum downpayment should be omitted. 
Closing costs, taxpayments, insurance premiums, and advance com- 
mitment charges or marketing fees required by FNMA should be in- 
cluded in the loan request and paid out of proceeds. 

With the above changes, section 221, in our humble opinion, may 

resent the efficient instrument for rehabilitation and relocation hous- 
ing that is needed today more than ever before. We are grateful to 
you, gentlemen, for the opportunity to present our thoughts, and we 
most gladly offer any further explanation and assistance possible 
whenever you care to call on us. 

Senator Sparkman. Thank you very much. It is a very fine state- 
ment. Weare indebted to you for it. Thank you, sir. 

Mrs. Houser, you were not scheduled until tomorrow, but we are 
going to have such a crowded day that 

Mrs. Houser. I have only one copy of my statement with me. 

Senator Sparkman. That is all right.. You can supply us copies, 
can you not ? 

rs. Houser. Allright. 

Senator Sparkman. Before you go on, I want you to understand 
it is entirely up to you. You are scheduled for tomorrow. If you 
prefer to wait until tomorrow you may do so. 

Mrs. Houser. Well, whatever is okay. 

Senator Sparkman. If it is agreeable ‘to you to go on, we will go 
= and hear you this afternoon. Then you can supply us with copies 

ater. 

I will caution you about one thing. We have up a conference re- 
ort, in the Senate. There is going to be a rollcall on it, so we will 
ave to go when that time comes. 

You go right ahead. 


STATEMENT OF MRS. JENCY PRICE HOUSER 


Mrs. Houser. Mr.’ Chairman and members of the Senate Banking 
and Currency Committee, my name is Jency Price Houser, legisla- 
tive representative for the Cause of Housing Designed for Permanent 
Occupancy by Mature*-Single (Unattached) Persons—but more 
especially business, professional, and retired women. 
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For over 10 years now, I have represented single persons needin 
a way of obtaining their own housing. In 1950, ‘I was instrumenta 
in having added to the National Housing Act subsection (g) of sec- 
tion 213, reading as follows: geod 

Nothing in this act shall be construed to prevent the insurance of a mortgage 
under this section covering a housing project designed for occupancy by single 
persons, and dwelling units in such a ‘project shall constitute family units 
within the meaning of this section. 

This was the first time, to our knowledge, that single individuals 
had been even recognized in the act. 

In 1954, I presented the first statement. bringing this need to the 
attention of your committee and have followed ‘through each year 
since with a statement, all of them having been. printed in the volumes 
of official hearings. Quotations from many parts of the country were 
printed therein. They were from governors, mayors, city council 
members, housing officials, lawyers, ministers, labor leaders, teachers, 
writers, social workers, architects, Government officials, organization 
directors, women’s club leaders, and accountants, as well as from em- 
ployed and retired single individuals, including widows. _What they 
said is as true now as then. 

Another series of such diversified documented support on a national 
basis is a part of this statement, and I can assure you that it is’ but 
a brief selection, typical of what we have received during the last 
few months. 

Let me also give you some recent statistics which I believe will help 
you to see why such a program would tend toward housing women 
in particular. 

n January 1958, the Reader’s Digest quoted an article which ap- 
peared in Harper’s magazine in October 1957, saying in part: 

There are now about a million and a half more women than men in the United 
States, and the census bureau-predicts that by 1975 women will outnumber men 
by perhaps as many as 3,600,000. This growing surplus .is likely to cause some 
interesting changes in American society—in ‘our courting and marriage habits, 
family life, the job market, even politics. 

At present there are 7,700,000 widows,in the United States, a good proportion 
of them in their early 50’s and many in a precarious economic position. 

The quotations from single women in this statement will show what 
is meant by “precarious.” 

Based upon those figures, and upon information which has come to 
us over the years, we believe a ‘conservative estimate of the immedi- 
ate need of housing would be for 2 million single persons. ° This 
would be the equivalent of almost 4,000 in each of our congressional 
districts. ica 

As a result of a special survey during the last few weeks, I have 
received further written evidence of the desperate need of a housing 
program for lone women, -in nearly all of the United States. It is 
not only the constant creeping upward of rental requirements that 
these people.are having to cope with;.the quality of housing which 
many are forced to occupy: is beneath the dignity of American women. 
They are priced out and designed out of the housing market. 

Single women do not often want to live out.in the suburbs, but 
they cannot afford the luxury apartments and developments being 
built within the city. There are hundreds of thousands caught finan- 
cially between the public housing programs set up for poor people 
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and those set up for wealthy people. They are, for all practical, 
purposes, left out of our overall housing program in this country 
-today and are thereby forced to be ever on the move. 

One woman Government employee living here in Washington, 
D. C., told me a few days ago that she moved 13 times between 1941 
and 1950 and is still trying to find a suitable place to live within her 
means. 

Some of the reasons given to me for this constant forced moving 
by single women are: 

‘1. Creeping increases in rentals—about which they have no say, 
but have to pay or moye. 

2. Changes to undesirable management—-about which they have no 
say, but have to endure or move. 

3. Sale of property—about which they have no say, but have to 
move. — 

4, Cutting down on services—about which they have no say, but 
have to endure or move. 

5. Retirement necessitating acheaper place, or frequently the rent 
is cise specifically and they have to pay, or move. 

Then there are problems of becoming misplaced or displaced per- 
sons, due to various expansion programs.or highway and urban re- 
newal programs; these too create an even greater shortage of the bits 
and pieces of housing which often constitute the living quarters of 
single women. 

This complex and. humiliating housing problem is not brought 
about usually through any fault or shortcoming of these people,-ex- 
cept the fact that women do exist. ' This need for proper housing for 
them has been neglected and/or perhaps ignored for many, many 
years, and now with a quickeneéd. sense of the ine reasing presence of 
the elderly it is staring us in the face. 

It is my firm belief that if our retired people of -tod: ay had been 
offered, even 10 years ago, when we first’ began working on the 
problem, a workable and attractive housing program, some pre- 
ventive mutual plan such as ours, much of our present crisis would 
not exist. 

In surveys among single persons I found that only about 32 percent 
of them pay 20 percent - of their income or less for rent. The others 
indicated that they pay from 20 to 150 percent of their income for 
housing; 30 percent indicated that they pay between 20 and 30 per- 

cent; over 22 percent indicated that they pay between 30 and 40 
percent; over 7 percent pay between 40 and 50 percent; and 8 per- 
cent pay between 50 and 150 percent. 

There, were more, than twice as many paying over 20 percent than 
paying 20 percent or less. 

it. was interesting to note that. while a-large percentage of those 
paying from 40 percent and up are retired or in semiretirement, 
number of employed single women are paying upward of two-thirds 
of their.income for housing, i in places not designed for single- -person 
occupancy, and agaist which they, receive no financial interest in 
the property. 

While our long-range figures for the need of such housing have 
indicated that two-thirds of the single people are employed and one- 
third retired, this particular group came to 40 percent retired and 60 
percent employed. 
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We believe that the natural age trend for housing designed for 
single-person families should be one-third retired or elderly and two- 
thirds working persons. We recommend this as a national noninsti- 
tutional formula, for credit purposes, as well as for a natural and 
happy way of living. 

We firmly believe that housing designed for the single petson 
is essential for housing designed “for elderly citizens, and housing 
designed for elderly citizens ‘should be tied into housing designed 
for single persons. Most women are single at least twice in life, 
and mariy of us more than twice. 

Allowing an encouraging single people (beginning with those not 
acceptable to the Y. W. C..A. ) to share in, some attractive form of a 
mutual housing program will enable them to help pay off mortgages 
or other such. obligations while younger and earning more. By the 
time they reach retirement age, much of their major financial indebt- 
edness will havé been paid off and result in lower rentals at the time 
of retirement, when incomes are usually much lower. : Also, it would 
give more than one generation of workers a chance to help pay for 
the housing. This is just the opposite of what is happening to these 
people now, many of whom when they retire must either pay higher 
rentals or become pilgrims, to roam without a home. 

But to our knowledge, there had been no encouragement and 
there had been no planning to help take care of this national need, 
until my colleagues and I took a forward-looking and energetic 
interest a few years ago. With single people themselves, we have 
labored to develop the research. and planning that has been done 
to date, including such things.as the type of housing unit and site 
selection desired, and an ac ceptable, workable, and safe system 
from a financing standpoint, keeping always in ‘mind the, potential 
ability of these patriotic, worthy citizens to pay for such housing 
on some mutually agreed upon plan. 

Many of them, “however; may give up and drift into lonely 
charitable or semicharitable cases, is sufficient hope and proper help 
are not given in time. 

In the case of senior citizens, either their retirement income must 
be increased subst: intially, or the cost of housing must come down. It 
is a question whether both are not necessary. 

Such housing as advocated here will build up the morale of these 
citizens, and will surely help to remove the fear that is likely the 
cause of much mental and physical illness. *-It stands to reason that 
when worries of obtaining proper housing (a permanent, residence) 
vanish, these’ people can and will become good-will ambassadors, 
here and abroad, thus raising the American standard of living—in a 
very real sense. ‘All they need is a chance. 

During the pidst years we have tried,in every way that we know 
how to get financial leadership ‘inc ‘luding in the form of a temporary 
revolving fund loan. You will remember my appeal for a $10 million 
direct national revolvi ing fund loan, at a fair rate of interest, in each 
of my four previous statements to you. A $50 million direct national 
revolving fund loan for this purpose is more in line now, since a finan- 
cial and ‘industrial crisis does exist, and such a loan w ill harness and 
bring into the housing market a large untapped supply of money 
from. single persons themselves. If such financial leadership. by the 
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Government can be permitted.to come into being, it will enable single 
women to know that their savings will be reasonably safe, should 
they participate financially. 


. 


his group of forgotten citizens, forgotten insofar as the housing + ° 


field is concerned, should not be expected to advance any part of their 


smal] savings: as equity, or other similar thing, until such financial, 


leadership and some assurance of protection as I have described above 
is forthcoming. These women are already taking a beating, and have 
been for years. 

There has always been the “tight-money policy,” insofar as these 
single women are concerned, single women, of any age, having been 
erroneously considered or I might say labeled “poor credit risks” 
without scarcely a second thought or consideration by some who were 
in a position to help. These women will be most conscientious in 
paying for their housing, if given a fair chance. 

t seems to me that the Government should be eager to recognize 
such a eas program and assist its people by taking on tem- 
poet? inancial leadership, thereby helping to establish an incentive 

,0using system for its mature single citizens. 

I sincerely hope that this statement will be helpful to you in your 
continued efforts to round out a well-balanced overall National Hous- 
ing Act, one which will include preventive measures along the specific 
lines recommended. 

That is all. Thank you. 

Senator Sparkman. Thank you very much, Mrs. Houser, I know 
something of the work you have done in behalf of the type of housing 
you are presenting to us here, and we are very glad to have the sug- 

tions that you make, as well as the suggestions that you offer to us 
rom time to time. 

Mrs. Houser. I wonder if tomorrow morning at 10 o’clock you 
could announce that I gave my statement this afternoon because 
there will, be people coming, I think, that I might ‘not be able to get 
in touch with. If you will just announce it. 

Senator Sparkman. I shall be very glad to. 

Mrs. Hovuskr.’ Thank you. I shall eave this copy with you. 

Senator Sparkman. Leave it with the reporter. 

Mrs. Houser. And thank you very kindly. 

Senator Sparkman. Thank you. 

-I want to report that Senator Beall wanted very much to be here 
this afternoon but he was undvoidably absent, attending a meeting of 
the District of Columbia Committee on a matter that required his 
presence there. Senator Beall was very much interested in this mat- 
ter about which the representatives of the National Retail Furniture 
Assoéiation ‘testified. He has submitted a short statement which he 
ee be placed inthe record. _ It has already been inserted in the 
record. 

The committee will stand. in recess until 10 o’clock tomorrow 
morning: 

(Whereupon, at, .3:34 p. m., the subcommittee recessed until 10 
a.m. the following day, Thursday, May 22, 1958.) 
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THURSDAY, MAY 22, 1958 


Untrep States SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
SuBcoMMITTEE ON Hovsine, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:05 a. m., in room 
301, Senate Office Building, Senator John Sparkman presiding. 

Present: Senators Sparkman, Clark, Capehart, Bush, and Payne. 

Senator SparkMAN. Let the subcommittee come to order, please. 

There have been some changes in the schedule of witnesses for to- 
day, so we shall not follow the original listing. 

May I call your attention to the fact that Mrs. Jency Price Houser, 
who was scheduled for this morning, gave her statement yesterday 
afternoon in order to help us make these changes. At, that time she 
had only her reading copy, ard she promised to make copies available 
to us.. We have them this morning. ‘There are copies on the press 
table if anyone should want one. 

We are glad to have with us this morning again Mr..Cole of the 
HHF A and Mr. Mason of FHA. 


It is very good to,have you back. Just proceed ini your own way. 


STATEMENTS OF ALBERT M. COLE,, ADMINISTRATOR, HOUSING 
AND HOME FINANCE AGENCY; AND NORMAN P. MASON, COM- 
MISSIONER, FEDERAL HOUSING ADMINISTRATION—Resumed 


Mr. Core. Thank you, Mr. Chairman and members of the com- 
“mittee. 

I am pleased to have this opportunity to appear again before your 
subcommittee. on proposed legislation which would have an important 
impact on the provision and financing of homes. | 

Under date of May 9, in response to a request, from the chairman 
of the Committee on Banking and Currency, I reported the views of 
the Housing and Home Finance Agency ori S. 2791, a bill to create 
a home loan guarantee corporation. That. report recommended 
against the enactment of the bill and stated that the legislation would 
not: be in‘accord with the program of the President..: 

Since then, on May 15, a witness before your committee proposed 
enactment; of a substitute draft bill to create a Federal home mortgage 

‘guarantee corporation. For reasons which I ‘will explain in this state- 
ment, I strongly recommend that the substitute draft not be enacted. 

The draft would establisha Federal home mortgage guaranty corpo- 
ration as an instrumentality of the United States to be operated. by 
the Federal Home Loan Bank Board. .The corporation would have’ 
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authority to guarantee first mortgages, not exceeding $25,000, on single- 
family homes where the ratio of the loan to the appraised value does 
not exceed either 90 percent or the maximum ratio then permitted in 
the same “price class” under section 203 of the National Housing Act. 
The mortgages would be regularly amortized within a 25-year period. 
The draft is silent with respect to interest rates. 

The guarantee would be limited to 90 percent of the loss, and would 
also be limited to 90 percent of 25 percent of the original mortgage 
amount. A premium of not less than 1 nor more than 2 percent. of 
the original mortgage amount would be payable at the time the mort- 
gage is guaranteed. Foreclosure costs and related outlays could be 
guaranteed for an additional premium. 

My basic objections’ to the proposed legislation do not relate to the 
idea of coinsurance itself. Rather, they relate to deficiencies in the 
particular proposal which make it discriminatory, unsound financially, 
and most undesirable from the standpoint of Government organization 
and policy. 

These deficiencies are so numerous and so serious that they cannot be 
avoided merely by a series of minor or technical amendments. It is 
my opinion that they evidence. the need for a great deal of further 
study by the Congress, the executive branch, the home-building indus- 
try, and the mortgage-lending industry before any proposal along the 
lines of the draft can be developed to a point where it is ready for 
perfecting and enacting by the Congress. 

One major objection to the draft is that it would limit participation 
to a single class of lenders, namely. members of a Federal home loan 
bank. Such membership consists almost entirely of savings and loan 
associations and serves as a basis‘of eligibility for obtaining certain 
advances of funds. I cannot think of any sound basis for limiting the 
very substantial benefits of a coinsurance proposal to this single class 
of thortgage lenders, thereby discriminating against all other ‘seg- 
ments of the mortgage-lending industry. 

Such discrimination weit not only be unfair to other types -of 
lenders but ‘would also severely limit the benefits which the home- 
buying public might receive under a better devised program. For 
example, it is contended that this coinsurance proposal would be par- 
ticularly effective in small towns and rural areas in which FHA and 
VA aids are not readily-available. . However, the force of this argu- 
ment is greatly diminished by arbitrarily denying participation to 
many classes of lenders who operate in small,towns' and rural areas, 
including the small-lending institution which may be the only. one 
operating in a particular small town or rural area.’ In this con- 
nection, it is very significant that the survey of residential financing 
of the 1950 census of housing shows that over 78 percent of the first 
mortgage debt held by savings.and loan associations was on properties 
located inside metropolitan areas. 

Another extremely serious deficiency .in the proposal relates to fea- 
tures ‘which would have the effect, during period of deflation or de- 

yression, of accelerating deflationary forces. The provisions of the 
in governing payments of insurance claims in the event of default 
contemplate the ascertainment of the loss to the lender by means of the 
liquidation and resale of the security. That is to say, the-insurance 
claim will be paid to the lender after he has acquired title to the prop- 





HOUSING ACT OF 1958 727 


erty through foreclosure or otherwise, and has sold it. In times of 
depression, this would force a dumping of properties on the market, 
further depressing real estate values through numerous forced sales. 

To avoid acceleration of deflationary forces, the Congress has pro- 
vided, in the case of FHA mortgage insurance, a system of paying 
losses under which the FHA takes title to the property and is enable 
to hold it during times of depression in order to avoid widespread 
forced sales. ‘Pending the liquidation of acquired properties, the 
FHA is enabled to pay its insurance claims by the issuance of long- 
term debentures. By the time the debentures fall due, the FHA will 
have had an opportunity to acquire the cash needed for paying off the 
debtentures. First.of all, the FHA would have been receiving in 
the meantime periodic payments relating to the thousands of older 
mortgages under which ‘there has been no default. Secondly, the 
FHA would be receiving the proceeds of a gradual and orderly liquida- 
tion of acquired properties. 

In response to criticism which was directed against the absence of 
a similar debenture system in S. 2791, there has been incorporated in 
the recently proposed draft bill some provisions which purport to meet 
this criticism. ‘These provisions give the mere appearance, but not the 
substance, of the benefits which are derived from the FHA debenture 
system. 

When the reserves of the proposed Federal Home Mortgage Guaran- 
tee Corp. fall below a certain point, the corporation is suppesed to sud- 
denly cease making payments in cash and start making payments in 
debentures. Quite apart from the depressing psychological effect 
which such an announcement will have in times of Serious deflation, it 
should be noted that absolutely nothing will be gained by switching to 
the debenture payments contemplated by the bill. Instead of pay- 
ing cash to the lending institutions, the corporation will issue a prom- 
ise to pay within 10 years.. Yet absolutely nothing will lidppen in 
those 10 years to improve the corporation’s ability to pay. 

Inherent in the proposal—and I am not criticizing this feature in 
the slightest degree—is the fact that the entire premium was paid 
initially. Therefore, unlike the present FHA system, there’ will be 
no additional income during the 10-year period from: previously writ- 
ten mortgage insurance in connection with undefaulted’ mortgages. 
It is true that additional premiums will be received with respect.to new 
insurance business written during the 10 years. However, those’premi- 
ums will be needed to cover reserves for losses and administrative 
costs in connection with the new business. As I have already ex- 
plained, the corporation will not have any acquired properties which 
will produce cash resources by means of orderly liquidation. 

Thus, the debenture. provisions of the recently: proposed draft serve 
neither the purpose of providing time in which to acquire ‘cash 
needed for their payment, nor the purpose of providing a means 
for orderly liquidation of acquired properties. They do reveal a too 
hastily improvised attempt to meet, a, valid criticism of earlier legis- 
lative proposals. 

It is true that the FHLBB objected to provisions in«S. 2791 under 
which the corporation could acquire properties eovered'by defaulted 
mortgages. ‘The proponents of the draft bill may have. eliminated 
these provisions because of the FHLBB’s objections ‘to the. burden 
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of “conducting what could in effect become a large property man- 
agement operation.” However, unless such a burden is assumed there 
is no alternative, in the event of a serious deflationary period, to 
lenders dumping properties through forced sales on an already de- 
pressed market. 

This brings up yet another serious defect in the bill. The ob- 
jection by the FHLBB to a proposal which could place a large prop- 
erty management operation in the board is a very proper objection in 
which I fully concur.. The real difficulty stems from the fact that: 
the FHLBB is not organized to undertake a mortgage insurance 
operation. 

Unlike the FHA, which has been conducting a mortgage insurance 
operation (including property management functions) for almost 
a quarter of a century, the FHLBB is primarily a central banking 
system for savings and loan associations. Through the home loan 
banks, the Federal: Savings and Loan Insurance Corp. and other- 
wise, the FHIL:BB devotes a major portion of its energies to the 
exercising or, regulatory and-quasijudicial functions. In my judg- 
ment, it would.clearly be against public policy for such an agency to 
enter into business dealings with the: financial institutions which it 
regulates and supervises. 

On June 2, 1955, Mr. Henry A. Bubb, chairman of the legislative 
committee of the United States Savings and Loan League, testified 
before the House Committee on Banking and Currency in favor of 
making the FHLBB an independent agency. He and.other pro- 
ponents of independent. status. for the FHLBB stressed the bank- 


ing, regulatory, and supervisory functions of the board and the , 


FSLIC. 
Furthermore, I believe that the proposed new corporation would 
constitute an additional and unnecessary Government housing agen- 
cy in the home mortgage guaranty field, which would duplicate many 
existing functions and inevitably create confusion for consumers, 
builders, lenders; and the public in general. There would arise dif- 
ficult problems of overlapping functions. and coordination. between 
this new facility, the FHA, and the VA. Differences‘in policies and 
procedures of the three programs would only serve to operate to the 
possible detriment. of all of them. _ The Federal Home Mortgage 
Guarantee Corp., which would actually be part of the United States 
Government, would duplicate the functions of the FHA and VA. 

It appears to us that in any event mortgage insurance functions, 
such as those envisaged by the bill, should, if enacted, be’ administered 
within the framework of the housing agency, and could more appro- 
priately be administered by the FHA. The FHA, in the adminis- 
tration of such a program, would not only get broader lender support, 
but could avoid stock purchase requirements as far as lender par- 
ticipants are concerned. 

A further serious objection to the proposal as drafted. relates to 
the maximum authorized premium. The draft would limit the pre- 
mium to not more than 2 percent of the original principal amount of 
the mortgage.’ The housing agency believes that such a premium 
would be inadequate to cover the risks of 90 percent insurance of 
the top 25 percent of the loans. 
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In reaching this conclusion, we have applied the same assumptions 
with respect to foreclosures and disposal of properties as we apply 
in evaluating reserves in the FHA mutual mortgage insurance fund. 
We have also assumed that the guaranteed loans would be made at:an 
85 percent loan-to-value ratio. Our initial study was made of S. 2791 
under which the insurance would have been limited to the top 20 
percent of the mortgage. That study indicated that the single pre- 
mium should be at least 2.11 percent in order to support the risk. 
A materially higher premium would be required under the present 
proposal because of the increased coverage extending to the top 25 
percent of the loan. 

Let me emphasize that the housing agency’s judgment in this. mat- 


.ter is not unduly. conservative. On the contrary, we are probably 


erring on the side of liberality. For instance, we have accepted the 
assumption originally made by the United States Savings and Loan 
League of a $25 administrative cost for each mortgage. Actually, this 
assumption ‘is unrealistically low. Furthermore, we have made no 
allowance for the possibility of undue liberality on the part of private 
lenders in making the appraisals upon which the loans are based. 
In the case of the FHA system, there is a safeguard against such undue 
liberality because the FHA makes its.own appraisal. There will be 
no such safeguard under the draft’ proposal. Finally, disposal prices 
were assumed ‘under depression conditions and to be in all cases bona 
fide maximum sales prices. Occasions will, of course, arise where this 
assumption will prove false. 

It has ‘been contended that there would be no Federal money in 
the. Federal Home Mortgage Guarantee Corp. and that all its moneys 
would be received through premiums, earnings on invested funds, an 
initial small stock subscription by the 11 Federal Home Loan Banks 
which are entirely owned by their member savings and loan associa- 
tions, and through further stock subscriptions by the members who 


participate in the coinsurance plan. 


In my opinion, the sponsors of the proposal are only technically 
correct when they emphasize the absence of Federal funds. The ab- 
sence of Treasury stock subscriptions, Treasury.loans, or Treasury 
guarantees is a very desirable feature of any governmental proposal 
which is demonstrably sound and self-supporting.. However, the pro- 
posed program is, at best, highly experimental and also contains de- 
fective provisions, as previously mentioned, concerning the payment 
of claims and the fixing of premium charges. Therefore, 1 believe we 
should scrutinize more closely the claim that this is a private opera- 
tion involving no Federal financial responsibility. 

Let there be no mistake about it: The proposed Federal Home 
Mortgage Guarantee Corp., to be operated by the Federal Home Loan 
Bank Board, as an “instrumentality. ofthe United States,” with the 
advantages of substantial tax exemptions, and subject to a requirement 
that the Secretary of the Treasury must concur in the issuance of ‘its 
obligations, will be treated for all purposes as a Treasury-backed in- 
strumentality, regardless of the absence of any provision for Treasury 
backing in the enabling act or in the insurance contracts or in other 
obligations of the corporation. 

If the deficiencies which I have identified in the draft proposal 
should lead, in the event of a major depression, to the inability on 
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the part of the corporation to meet its obligations, it is my confident 
erediodion that a moral obligation will be asserted by the creditors 
of the corporation and will be honored by the United States Govern- 
ment acting through the Congress. In any case, we should not over- 
look the fact’ that the insurance obligations of the proposed new Cor- 
poration would run primarily to oor and loan associations whose 
accounts are insured up to $10,000 each by the Federal Savings and 
Loan Insurance Corp. The FSLIC, in turn, is authorized to borrow 
$750 million from the United States Treasury under a mandatory 

rovision of law directing the Secretary of the Treasury to make the 
oan available should the funds be. required for FSLIC insurance 
purposes. Thus, should a savings and loan association run into seri- 
ous difficulties because of a default by the proposed Federal Home 
Mortgage Guarantee. Corp., the Treasury-backed FSLIC would be 
called upon to protect the shareholders’ interests. 

Incidentally, in referring to the mandatory Treasury backing which 
the law provides for the FSLIC, I do not mean to imply any criticism 
whatsoever of that Treasury backing. On the contrary, I prefer to see 
a Federal loan provision or a Federal guarantee provision frankly, 
written. into the law in connection with a soundly-conceived program, 
such as the FSLIC or FHA programs, rather than have it omitted 
from a proposal such as the one being discussed. 

Under the spur of pressure to adopt antirecessionary measures, it 
may be urged that a coinsurance proposal should be adopted quickly 
to help stimulate housing construction. In the case of the draft bill, 
theré is no justification whatsoever for hasty action since it cannot 
have any effect on construction in the immediate future. 

In almost all of the 48 States, lending institutions generally, includ- 
ing State-chartered savings and loan associations, would be prohibited 
under State law from making mortgage loans having the high loan- 
to-value ratios which are contemplated by the draft bill. Corrective 
‘State legislation would normally require a period of at léast 2 years. 
The enactment of this bill could have some effect on construction, after 
the organization of the proposed new corporation, only if the Federal 
Home Loan Bank board permitted Federally-chartered: savings and 

loan associations to make the higher. loan-to-value ratio loans prior 


to the time when: State-chartered associatidns and other classes of . 


lenders are permitted to make similar loans under State laws. Such 
a discriminatory action, even if taken; would be severely limited in 
effect. 

. As your committee knows, the housing ‘agency is: not: unsympa- 
thetic to attempts to devise a workable coinsurance proposal: We 
believe. that the basic objective of coinsurance on mortgage loans is 


good and, that such.a program, if soundly conceived, would substan- . 


tially increase the number of home -purchases, by reducing down 
payments. A ‘program along these lines, open to all classes of lenders, 
would be particularly helpful to prospective purchasers in remote 
areas where FHA mortgage insurance is not readily available. 

It is for this reason that the Federal Housing Commissioner, Nor- 
man P. Mason, who is with me today, and I have given considerable 
thought and study to working out a desirable coinsurance proposal. 
Frankly, we both feel that we have not yet succeeded in accomplishing 
this objective. One of the most. difficult problems which requires 
further study relates to protecting the interest of the consumer. 
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Under the present FHA and VA programs, the consumer receives 
the benefits of governmental appraisals, minimum standards relating 
to the site and the construction, inspections, and control dver interest 
rates.” Of course, it will not be feasible’ in any coinsurance program 
(intended to operate in outlying areas with a minimum of govern- 
mental supervision) to achieve nearly the same degree of consumer 
protection as is possible under the present FHA and VA programs. 

However, some machinery must be devised for preventing abuses 
with respect to appraisals, property standards, and interest rates. It 
is difficult enough in a relatively automatic program for such machin- 
ery to be dev ised by the Federal Housing Administration which has 
the experience and the facilities, including field offices, necessary at 
least for spot-checking or other similar minimum protection. It will 
be virtually impossible for adequate similar machinery, to be devised 
by the pr oposed new corporation. Yet, unless this is done, -there is 
no excuse for undertaking a gov ernmental program of this nature. , 

The FHA is presently experimenting with a “cértified agency pro- 
cedure” for insuring mortgages under-section 203 with a minimum of 
Federal supervision. U nder this procedure, the lending institution 
acts as agent for the FHA in the processing of applications. The 
program is being used now in a selected group of smaller localities and 
in selected situations in a few large localities. No final.judgment is 
yet appropriate on the success of the program, but we are very much 
encouraged by the reception which it has received and by the apparent 
quality of the transactions obt: aining FHA insurance. In any case, 
we expect that a period of experimentation with the “certified agency 
procedure” will provide an understanding: of the problems involved 
in providing reasonable safeguards for the borrower, substantial in- 
surance protection for the lender and solvenc y for the insuring agency. 

In conclusion, I strongly. urge: you to postpone any action on this 
draft proposal or any other eoinsurance proposal in ofder to afford 
time for additional study to devise the best methéds of minimizing 
Government supervision while at the same time safeguarding the 
interests of the consumer and of the Government. 

I have been advised by the Bureau of the Budget that it concurs in 
the views expressed in this statement and that the enactment.of the 
substitute draft bill would not be in accord with the program ‘of the 
President. 

The Federal Housing Commissioner and I are, of course, available 
to your committee to answer any questions which we are able: to 
answer concerning the subject of this testimony. 

Senator Sparkman. Thank you, Mr. Cole. 

Senator Capehart ? 

Senator Carenart. Not at the moment. 

Senator SPARKMAN. Senator Bush ? 

Senator Busn. No, sir. I have no questions at the: moment.. I 
think it is an excellent analysis of this bill though.; I think it is very 
helpful to the committee to have this. ' 

Senator SparKMAN. It is certainly good to have your views, and it 
isa very forceful statement. I will say that. 

Mr. Cox. Well, Mr. Chairman, if I may interrupt, we think it is 
wise for the Congress to have these views. We think it is very im- 
portant that you have these views before you. 
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Senator Sparkman. Yes. I appreciate your offering the views 
to us. 

I may say this, Mr. Cole: That back last summer when I first intro- 
duced this bill I stated that it. was for the purpose of study and 
consideration and trying to work out something. 

Mr. Cotz. We know that. 2. 

Senator SparkMAn. I was very much encouraged later in November 
when you made a speech at Atlantic City, I believe it was, in which 
you indicated support of a similar program. I must say that it was 
with some disappointment that I learned later, after the new session 
convened, that you were not going to be able to present to the Congress 
this session your program: that you were working on. 

Mr.-Corz.-I am disappointed too, Mr. Chairman, and Mr. Mason 
is disappointed. We think this proposal has a great deal of appeal. 
But we have been unable, as I said, to resolve some of the very knotty 
problems involved in this situation. 

Senator Sparkman. Am I to understand from your statement that 
the Agency is definitely interested in trying to work out a program of 
coinsurance ? 

Mr. Coiz. Yes. 

Senator SparKMAN. You heard or read the testimony of the Home 
Loan Bank Board? 

Mr. Core. Yes,'I have. 

Senator SpARKMAN. You saw the ‘several objections that the Board 
presented here. , 

Mr. Corz. Yes, I did. 

Senator’ Sparkman. And you recognize the fact that in the draft 
that later was suggested to us by a-representative of the savings and 
loan associations the suggestions of the Home Loan Bank Board were 
taken and the amendments tried to meet.those objections. 

Mr. Core. That is. correct, Mr. Chairman. We. disagree on the 
question .of whether or not they met them, particularly on the .de- 
benture system. -We do not think that they met them in that: par- 
ticular instance, and there are some others. 

Senator SparKMAN. It seems to me there is one point in your 
presentation that I think'requires consideration. You argue in favor 
of this kind of x program. being an outright Government undertaking. 
My understanding ‘vas the very purpose of the plan was to getaway 
from the Government as fast as we could. ' 

Mr: Corr, Mr. Chairman, we argue for integrity of the operation. 
This. is either.a Government program or it is not a Government pro- 
gram. It isa Government program when. they come to Congress and 
ask for authority... It is a Cioperniient program when they call it’ the 
Federal Home Mortgage Guarantee Corporation, just as the FHA isa 
Government program. 

The ‘FHA receives now premiums in excess of the cost of FHA and 
their: reserves, and maybe we sliould call FHA not. a Government 
program. 

All we are saying is this: That we would be delighted to have, and 
would prefer to have, this Corporation set up as a sound private institu: 
tion, but if it is to be a Government institution let’s say so frankly, 
honestly, and then examine it from that point of view. 

We think that Government guaranty, Government insurance, par- 
ticularly do we stress Government insurance under FHA, has provided 











ne 
rd 


aft 
nd 
ere 


the 
de- 
ar- 


our 
vor 
ing. 
way 


i0n. 
oro- 
and 


the 
is a 


and 
nent 


and 
titu- 


ik ly, 


ar- 
Ided 


HOUSING ACT OF 1958 teh 733 


a fine thing for the people of this country, and we do not want it to be 
utilized in such a way that people will be misled by a corporation set 
up in this, fashion. We think that we and the Congress should care- 
fully examine what is being set up. We say that when people refer to 
this as a private enterprise corporation, that this is not, correct. It is 
a Government institution. It is as a practical’matter backed by the 
Government. 

Now, if you say to me is it our desire to do what we can tio encourage 

rivate enterprise to do the job rather than the Government, the ahswer 
is definitely “Yes.” But let’s see where we go. Let’s understand what 
we are doing. And when we do that we say this propbdsal is unsound. 

A sound proposal, in our opinion, may ae be devised. We 
think it will take some time. ‘This is generally. what we say here. 

Senator SparKMAN. May I ask just one other question? You know 
that it has come out in testimony that this plan very largely follows 
the plan of the Farm Credit System. I believe Mr. Martin, head of the 
Federal Reserve, said probably it was more similar to the Farm Credit 
System than any other system that we had set up. That system has- 
worked quite well, has it not ? 

Mr. Cotx. Mr. Chairman, if I may say so, this would be liké setting 
up a system for farm credit for the people in the American Farm, Bu- 
reau, and then another system set up for the Farmers Union, and then 
a third system set up for somebody else... If we begin to set'up various 
and separate systems for the savings and loan institutions, then how 
can the Congress and the Government resist a system to be set up for 
the savings banks in New England? How can wé resist other kinds of 
systems ¢ 

What I am saying, Mr. Chairman, is this: We like.the idea of a 
coinsurance program for all types of mortgage lenders. This is a Cor- 
poration which, if set wp, should be set up within the agency which has 
the policy, the procedures, and the regulations and the skills todo it, 
rather than in a separate agency which is a regulatory, semijudicial 
banking institution. 

I am arguing primarily, Mr. Chairman, if such a thing is to be 
done—we need further study, but if such a-thing is to be done—a 
separate agency should not be created. 

Now, this is—— 

Senator SparkMAN. May I say to you in all frankness that I ques- 
tion the limitation of it to members of the Home Loan Bank System 
myself. . But I certainly do not see that there could be any objection 
if a plan were worked out satisfactorily which applied to conventional 
loans generally. 

Mr. Corr. Well, these will not be conventional loans. I want to 
question that characterization. I have heard that this, will be a con- 
ventional loan. It will not be a conventional Joan. It will be a 
federally guaranteed loan, just like FHA and VA. 

But may I: say this, Mr. Chairman: The recognition that this would 
be solely set up forthe savings and loan institutioris is a realistic one. 
By that I mean life insurance companies.cannot or, will not participate 
in a program set up under the Home Loan. Bank System. They 
cannot really. And my judgment is that the savings banks will not 
do so and cannot do so. The commercial banks will not do so. 

So it is our opinion that whether or not they sét this up specifically 
for, and limit it solely to, savings and loan associations is really 
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immaterial, because’ if Congress approves and if the Corporation is set 
up, whether it is limited or not limited, it is our opinion that it 
practically will be limited. 

Senator Sparkman. By the way, are you familiar with the testi- 
mony that Chairman Robertson, of the Home Loan Bank Board, gave 
us to the effect that the Board itself had-under consideration increasing 
the loan-to-value ratio and indicating that it probably would be 
necessary to take some such action unless wiiitaisie like this were 
worked out because of the action taken by New York State and 
anticipated very likely in many other States throughout the Union 
of increasing the loan-to-value ratio that lending institutions might 
make in that. State? 

Senator Capehart wanted to ask a question. 

Senator CareHart. Would this be a better plan than the present 
FHA system if it applied to everybody in the United States? 

Mr. Corz. That is one of our. major objections. The answer is “Yes.” 

Senator Carrnart. It would be a better plan? 

Mr. Coir. Very definitely. 

Senator Carrnarr. In other words, we might drop FHA and adopt 
this plan for everybody in the United States? 

Mr. Corr. Well, are you saying you ?— to cancel out FHA and 
have no FHA? The answer is “No.” I did not understand your 
question. 

Senator Carrnarr. That was not my question. Would this be a 
better plan of insurance than the FHA if it applied to everybody 
and everybody in the United States.could participate in it? 

Mr. Corr. No, Senator... I did not understand your question. I 
thought you meant if it. were made available to-everybody in the 
United States. The answer is “No.” 

First, it cannot ‘be made available by the proposed Corporation to 
broad classes of lenders, in our judgment: If it is set up, it ought 
to be set up in FHA so that it can be made available to all lenders 
and home buyers in the country. 

Senator Capenart. Whiy would it not be possible to set up a system 
heré where it eventually would be owned by the builders or the people 
in the industry ? 

Mr. Cores. I would not object to that, Senator. We have such a cor- 

oration in FNMA, and we are trying to.do that. I only object that 
it be set up in this particular fashion. I think that this is not the right 
way todoit. And I do not think it should be set up primarily, solely, 
and individually for savings and loans. 

Senator Carenart. In other words, you do not think we ought to 
have two et penmasisons doing the same thing—FHA and this new 
organization ? 

Mr. Corr. That is correct. 

Senator Carrnart. Is the purpose of this primarily to get a lower 
ratio of appraisals to—— 

Mr. Corz. I want Mr. Mason to take part in this colloquy. The 
objective, Senator Capehart, is good. By that I mean longer amor- 
tization, lower downpayments.. Am I not right, Mr. Mason ? 

Mr. Mason. That is-correct. 

Senator Capenart. You mean for the savings banks ? 

Mr. Cote. Yes, for the benefit of the home buyer. 
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Mr. Mason. One of the problems of this sort of an agency is the 
protection of the individuals who are buying the houses. This is one 
of our major problems in the VA program and the FHA program, 
both. We have warranties, we have all sorts of things, and we still 
have to talk to builders who do things wrong. 

This sort of a program seems to give a cloak of governmental ap- 
ng of the program by the name “Federal” and the Home Loan 

ank Board participation in running it, anid yet there are not the safe- 

uards. The appraisers are those of the lending institution and not 
ederally supervised. | 

Senator Capenarr. Would the savings banks, the home loan banks, 
divest themselves entirely from using FHA’s’facilities under this bill 
if it became law ? | 

Mr. Coir. Would the savings banks? 

Senator Carprnart. Well, yes. ) 

Mr. Mason. Of course, at the present time savings banks do use the 
FHA program very largely. Many of the savings and loans do; many 
of them donot. If they had such a program in the savings-and loan 
industry, they probably would tend to use their own program, so to 
speak, and would reduce FHA participation in the market further. 

Senator Carenart. I understood a year ago or so you were working 
on such a plan. 

Mr. Coir. Westill are, Senator. 

Senator Carenart. That was to cover everybody ? 

Mr. Corr. Yes. 

Senator Carenart. That was to be an insurance program that would 
be participated in by private business but’ to include everyone? Was 
that. your plan ? 

Mr. Mason. Yes, Senator. We have been working for more than a 
year: trying to devise a program which would help the people in the 
small towns of America get some form of long-term, low-interest-rate 
chance to borrow money. This is one of our problems. 

Senator Carenartr. Will you state again what is to be gained by the 
home loan banks having such a plan as is being advocated here? What 
do they gain by doing it ? 

Mr. Mason. Well, they feel and we feel that this helps the lender 
in the small area to make.a long-term, low-down-payment loan to ind}- 
viduals which they cannot now make. 

Senator Carenart. It can be made under FHA, can it not? 

Mr. Mason. They can now make it under FHA, yes, sir; but I 
mean without FHA they cannot make it. 

Senator Caprnarr. But they can handle the mortgage, can they 
not, through FHA? 

Mr. Mason. They could, but in times like this past year: where they 
prefer to loan at a higher interest rate than the FHA rate they do 
not use FHA. 

Senator Capenart. Because they can get higher interest rates? Is 
that 

Mr. Mason. Well, that certainly seemed to be: the casé this past 
year. They had a limited amount of funds and they chose to loan 
those funds to people that would pay the most for them. This is a 
natural thing, I think: There is nothing unusual about it. 
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Senator Carenarr. Is this plan as proposed at the moment limited 
only to savings banks? 

Mr. Mason. The new draft is, yes. 

Senator Carrnart. Only? 

Mr. Cotx. Savings and loans. Not.savings banks. 

Senator Cargeuart., I mean savings and loans. 

Mr. Mason. Yes. | 

Senator Carenart. Limited to them? 

Mr. Mason. Yes.. 

Senator Carrnart. Anyone outside those institutions could not 
participate in it? 

Mr. Mason. That is my understanding, yes. Only savings and 

loan institutions who are members of the Home Loan Bank System. 
- Senator Carenmarr. Do you think you will be able to work out a 
system or a plan whereby we can get the Federal Government com- 
pletely out of guaranteeing mortgages and it will be handled by some 
sort of an insurance fund or an insurance setup ¢ 

Mr, Mason. This is a large question you have asked me, Senator. 

Senator Carenart. It is ine proposed at the moment we do it 
in this instance for one group. 

Mr. Coxe. No, this would not do it, Senator. 

Mr. Mason. We do not feel 

Mr. Core. This will not do it. I will state that categorically. 
This will not get the Federal Government out of the insurance or 
guaranty business. This will expand the Federal Government into 
a new agency, and there is no intention, in my opinion, that I can see, 
to get this out of the Federal Government. 

Senator. Carpenart. My. question, or my thought, or my thinking is: 
Can we find some way to get the Federal Government completely out 
of the housing business and get a fund set up,or a corporation, that 
will do now what FHA jis doing but be 100 percent owned by private 
interests ? 

Mr. Coxz. There is, as you know, Senator, a private corporation 
now set up that insures mortgages. 

Senator Carenart.. Yes. | 

Mr. Core. In Wisconsin or Illinois. There is such a thing. 

Senator Busu. Do they do business nationally or just within the 
State ? 

Mr. Cote. Do you'know about that, Mr. Mason ? 

Mr. Mason. They are not very widespread as yet, Senator. They 
are Starting. 

Senator Busu. Who started that? 

Mr. Corr. Some private individuals, sir. I mean I do not recall 
their names. 

Senator Busu. A profit-making institution ? 

Mr. Core. It is a profit institution. 

Senator Busu. Just like any insurance company ? 

Mr. Cote. Like an insurance corporation. 

Senator Bus. Who: would patronize it? Who would buy their 
insurance policies ? 

Mr. Corr. Lenders. 

Senator Busu. Like the savings and loans? 
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Mr. Mason. Yes, primarily savings and’ loans. They are licensed 
in about 15 States, Senator Bush, and doing business’ currently prob- 
ably in 2 or 3. 

Senator Busu. Do.you know anything about their volume? 

Mr. Mason. It is very small. ins 

Senator SparkMAn, I failed to get the name of that. What was it? 

Mr. Mason. I will have to supply it to you, Senator. ‘I do not 
know the proper legal name for it. 

Senator Sparkman. All right. 

May I ask is that Mr. Coogan’s? 

Mr. Mason. No; it is not. 

Senator Careuarr. I have been’ unable to attend all the hearings 
because of other committee commitments. Do we have before us the 
advantages of this legislation to the Home Loan’ Bank Board? 

Senator SpARKMAN. The Home Loan Bank: Board testified. Mr. 
Robertson made the statement on behalf of the Board. - All three 
members were here. They endorsed the objective, raised.nine objec- 
tions, as I recall, and this draft to which both Mr, Cole and Mr. Mason 
have referred was. the effort made to meet the objections of the Home 
Loan Bank Board. 

Senator Carenarr. Are wé going to give the sponsors of this. bill 
an opportunity to come back and be heard in answer to the opposi- 
tion this morning to it? 

Senator Sparkman. I do not see iow we can very. well afford :to 
reopen the hearings. However, I have done this: Mr. Charles Well- 
man was due to testify yesterday afternoon.: After we reshuftiled 


this, I asked him if he would wait until this morning and, instead of | 


presenting his statement discuss. it in the light of the testimony taken 
here this morning. I feel that is about as fully as we can reopen it. 

Senator Capreuart. [ have to go to Foreign Relations. As you know, 
we are writing up the foreign-relations bill. I told them I would be 
there at 11 o’clock. I do not think I can stay for that. But I will read 
his answer. 

Senator SparkMANn. We will get started right away. 

Let me ask just this one question. 

Senator Busn. I wanted to ask some qijestions. 

Senator SparkMAN. All right. \Go aheaid, Senator Bush. 

Senator Busu. I want to try to understand this a little bit better, 
Mr: Cole. 

As I understand it, this proposition is that thi$ insurance organ- 
ization would be to insure the top.or the most risky 25 percent of a 
loan. 

Mr. Corr. Yes; that is generally true. 

Senator Busu. Which may be limited to 90 percent of the value. Is 
that right? 

Mr. Corr. ‘That is right generaily. ‘They have one——— 

Senator Busn. That is the purpose though? ‘To insure not the 
whole loan but, just a quarter of the mortgage*which is limited to 90 
percent. 

Mr. Coiz. Yes. And then, as I understand it, they. insure 90 percent 
of that 25. 

Senator Busn. This is on conventional loans only ¢ 

Mr. Cote. Well, no; these will not be conventional loans. 
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_ Senator Bus. They would not be, but the purpose, as I understand 
it, was to apply this insurance—— 

Mr. Coreg. Well, that is what FHA does. They apply their insur- 
ance to “conventional loans,” and after they: apply the insurance they 
become insured loans. These will be guaranteed loans, not conven- 
tional loans. 4 

Senator Busu. I think we are saying the same thing.. I hope we 
are. 

Mr. Corxz. I may be a little touchy on the subject, Senator Bush. 

Senator Busu. I am not trying to engage in semantics. We are 
trying to understand things. E 

Mr. Mason. They are other than FHA and VA mortgage loans. , 
That is another way to say it. 

Senator Busu. The loans they wish to insure are the loans today 
that are called conventional loans, as I understand it. , 

Mr. Corr. No; I. would not—I am sorry. I do not agree with that. 

Senator Busu. You do not agree with that ? 

Mr. Cotx. No; these will be guaranteed loans. 

Senator Bus. They will be. Today they are not. These loans 
that they want to insure. 

Mr. Corz. Yes: but that is the same with FHA or VA. We are 
talking in circlesI think. Atleast lam,not you. Iam. 

Mr. Mason. Senator, may I add—— 

Senator SpaRKMAN. I was going. to offer a suggestion -vou are, we 
are not. 

Senator Busn. Let’s see if Mr. Mason can straighten us out. 

Mr. Mason. The'point is that these institutions are not now making 
this type of a loan.. ‘In other words, they are not making a loan of 
this maturity and this downpayment. 

Senator Busn. Yes. 

Mr. Mason. I think that is.what Mr. Cole is trying to say. 

Senator CaprHart. Will you yield a moment? Excuse me. This 
bill would enable them to make longer loans with less downpayment? 

Mr. Mason. Yes. 

Senator Caremart. Which they cannot make under the law at the 
moment ? 

Mr. Mason. That is right. 

Senator Busn: To extend them from 75 percent out to 90 percent? 
Isthat right? Is that what they want to do? 

Mr..Mason. Yes, Senator; this is right. 

Senator Bust. So by saying that they need this insurance to do 
that, they are suggesting that there is quite a dangerous zone in that? 

Mr. Core. Well, there isa greater risk. Every one would recognize 
there is a much greater risk, and that is why guaranty or insurance 
is necessary. 

But. the idea, Senator, once more, of attempting to find another 
method by which we can assist the home buyers to gain additional op- 
portunities to borrow money is good. There is nothing wrong with 
the basic objective, in my opinion. 

Senator Bus. The thing that is wrong is the approach of bringing 
the Federal Government into it in the way this bill proposes ? 

Mr. Corx. The manner in which it is done; that is right. 

Senator Busu. Do you think it would be possible to form an insur- 
ance company such as the one up in Wisconsin that would be privately 
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conducted that could do this kind of business? Would’ it be a profit- 
able business ? 


Mr. Mason. .The point is it has not been done yet, Senator, and lots 


‘of us have explored this possibility before we got into Government. 


Senator Busu. It is not thought to be an inviting prospect as a 
commercial project? Is that right? 

- Mr. Cots. From a policy point of view we would be delighted if it 
would succeed. 

Senator Busu. But it does not look inviting? 

Mr. Cork. I do not know, Senator. These things take a long time. 

‘Senator Busi. Mr. Mason said it has not been so far. That .is 
usually a pretty good indication. 

Mr. Mason. The problem of formihg a private insurance company 
is that the reserve you need is tremendous. _This is the problem in 
privately financing it: | 

Senator Sparkman. Mr. Cole and Mr..Mason, may I suggest the 
company that you were talking about a few minutes ago for which 
you said you would supply the name is the Mortgage Guaranty In- 
‘surance Corp., of Wisconsin. 

Mr. MAson. This is correct, Senator. 

Senator SparkMAN, That is the name. . We have one of the fold- 
ers here. 

Mr: Mason. I am sure you have. 

Senator SparkMan. Just this very brief question. Mr. Cole, you 
said that you would like to see it a company that, the lenders would 
evenutally own. Is that not the very, basis of this plan? 

Mr. Cox. It is the basis of some statements made about it. This 
is not set up, in my judgment-—I am just saying this is my judgment— 
in such a way that this will be accomplished. This, if set up, will 
be.a permanent Federal Government institution, permanently backed 
by the Treasury. 

Senator SparkMAn. Was it accomplished in the various divisions 
of the Farm Credit System in which the farm cooperatives and the , 
various farm groups and the: banks have actually paid off the entire 
indebtedness to the Government and now own it? We are told that 
from time to time—that they own it. 

Do you still call that a Government corporation 

Mr. Core. If it comes to the Federal Government for authority, if 
it is backed by the Federal Government, then 

Senator Sparkman. There is a certain amount of supervision. We 
have exactly the same thing in the Federal Reserve Board.’ That is 
owned outright by the banks of this country but it still has some 
supervision from the Federal Government. 

Mr. Corr. That is true. 

Senator Sparkman. And the same thing is true for the Federal 
Deposit Insurance Corporation. That is owned outright now. , All 
the Treasury stock has been retired, I believe. 

Mr. Corx. But it is still a Federal Government agency and backed 
by the Federal Government. 

Senator SparKMAN. Yes; it-is. 

Mr. Core. It surely is. 

Senator Carenarr. Will the Senator yield? In every one of those 
instances, the. Federal Government, of course, appoints the directors 
and 
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Senator SPARKAIAN. Exercises some jurisdiction. 

Senator Carrenart. I think in all.of these they are under civil 
service. 

Mr. Coz. Just as they doin FHA. 

Mr. Mason. Could I add in FHA we also have paid back all of our 
money with interest that was used to organize the corporation. 

Senator SpakKMAN, Yes; that is true. 

Mr. Mason.’ We have now adequate reserves according to some esti- 
mates. Yet we are still a Government organization. 

Senator SparkmAn. Yes; I have-often proudly pointed to the fact 
that it is more than self- -sustaining. Thank you very much. 

Mr. Wellman, will you come around. Mr. Charles Wellman, of 
Glendale F ederal Savings & Loan Association, of Glendale, Calif. 

We are glad to have you, Mr. Wellman. 

May I say that, we have your prepared statement and that will be 
printed in full in the record. It is my understanding that you will 
summarize and comment on the testimony just given. 


STATEMENT OF CHARLES E. WELLMAN, EXECUTIVE VICE PRESI- 
DENT, GLENDALE FEDERAL SAVINGS & LOAN ASSOCIATION, 
GLENDALE, CALIF. » 


Mr. Wetitman. Yes, sir. 

Mr. Chairman and members of the committee, my name is Charles 
Wellman: . I am executive vice president of the Glendale Federal Sav- 
ings & Loan Association, and I am appearing here ‘in that capacity 
and not representing any "of the national trade or ganizations. 

I have a prépared statement which willbe filed with the committee. 
‘I propose, however, this morning to deal’with the highlights of that 
- statement and, more particularly, in the light’ of the 10 objections 
which the Administrator of the Housing and Home Finance Agency 
has made to this plan. 

I think it goes without saying that a high-ratio, long-term amor- 
tized mortgage loan is an ‘essential device ‘for bringing homeowner- 


ship’ within ‘the reach of the bulk of our families. ' I think it is also .. 


true, however, that the benefits of the high-ratio, long-term loan should 
not be obtainable’ only through: a single-narrow channel, to wit, the 


FHA and the VA:programs. 


There is, and there.has been, a substantial volume of credit extended | 


over a.great many years in the form of the conventional loan. 

Senator Bus. Would you yield there # 

Mr..Wettman.. Yes, sir, 

Senator Busou. W hy ‘should it not be extended through that narrow 
channel that you call the FHA and VA.4 


Mr. Wetman. Well, sir, I do not think it is practical to turn all of . 


that type of lending over to any onesingle type or device of mortgage 
credit. I think the record on building starts, for. example, and the 
form in which they have beén financed. indicates clearly that we can- 
not-do the bulk of the mortgage credit financing in America through a 
single device such as FHA. 

Senator Busu. What is the limitation on it? 

Mr. Wetiman. The limitations? 

Senator Busu. What is the limitation; yes. Why can you not? 
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Mr. Wetman. Well, first of all,,1 do not think that it is practical 
in the sense that the agency itself is unable to handle and could ‘not 
possibly handle the tremendous volume. 

Senator Sparkman. Are we not dealing with something that is 
not very realistic? Itis pretty well divided today, is it not? 

Mr. Wetitman. Y' es, sir. ; 
Senator Sparkman. And do you not think it is going: to stay that 
way ¢ 

Mr. Wetuman. Yes, sir; it has never even approached 50 percent. 


So it just seems to me that ‘talking i in terms of 100 percent seems most 
unrealistic: 


At the present time, for.example 

Senator Busu. Iam trying to understand this, Mr. Chairman. 

Senator SparKkMAN. Yes. 

Senator Bus. [am not trying to be objectionable. 

Senator SparKMAN. I understand. 

Senator Bus. But Iam trying to understand this.question. 

Senator SparKMAN. It seems to me that thie situation is this: The 
savings-and-loan associations today are making approximately 37 per- 


cent of the housing loans, which is the largest single segment of loans 
made. Isthat not true? 


Mr. WELLMAN. That is correct. 
Senator Busy. But does that include FHA loans? 


Senator SparKMAN. That does include such as they handle. 
Senator Busn. Yes. 


Senator SpaRKMAN. Does it not? 

Mr. Wetiman. Yes, sir. 

Senator SparKMAN. Which is relatively small ? 

Senator Carrnart. What percentage of the 37 percent do the sav- 
ings and loans put through FHA or.VA ? “ 

Mr. Wetiman. I would estimate the maximum ranges between 15 
and 20 percent of the 37 percent. 

Senator Carenart. That leaves approximately: 20 percent or 17 per- 
cent which you handle conventionally ? 

Mr. Wettman. No; it means that 80 percent of the 37 percent would 
be.. Eighty percent of 37 percent. 

Senator Capenarr. Only 20 percent of the total number of loans 





that you handle go through FHA or VA? 


Mr. Wetuman. That is correct. 

Senator CArenArt. Why do you not put more of them through ? 

Mr; Weiiman. I think there are a number of reasons for | that. I 
think, first of all, many institutions are set up to handle the local needs 
in the local community, can do it, and do not w ish to be involved and 
botheted with Government redtape that is involved in the VA and 
FHA loans. : 


Senator Busn. Does the price limitation have something to do, with 


Senator Sparkman. May I suggest this: That we had a figure given 
to us earlier in the hearings, and, if I recall correctly, it was ‘that 5 
percent of the-savings and loan mor tgages are FHA—-I do not have the 
VA figure—and they account for.9 percent of FHA’ léans. : 

Mr. Wetitman. Yes. My figure of 15-to 20 percent related to the 
current volume being made, not to the total mortgage portfolios out- 
standing. 


25834— 48-48 








4 


742 — i HOUSING ACT OF 1958 — 


Senator Carenartr. My question is why have you not put more of 
them through FHA and, VA. ' Will you expound on that, please? 

Mr. Wetiman.' Well, as I say; I think the first reason is the degree 
of redtape and rules itis necessary to go,through. It is much easier 


' to make a conventional loan.’ Savings and loan associations are local 


community institutiohs. They canont lerid beyond a 50-mile limit. 
They know their local area. They feel that they can, and I think 
the record clearly deiionstrates they can, make that type of conven- 
tional loan to the individual without all of the problems involved in 


_ using FHA and VA with the minimum of risk. 


Senator Carenart. Any other réasons?, 

‘Mr. Weuiman..'I think 'there is another reason, which is the ques- 
tion of the interestrate. ° teas 

Senator Carenarr. The interest rate is higher? 

Mr. Weitiman. That’ is right, sir. Because a conventional loan 
made by a financial institution is a self-insured loan. . We are insur- 
ing ourselves against the loss on that mortgage. 

Senator Caréuart. ‘You want to set up a new governmental agency 
to insure conventional Joans and you want to— 

Mr. Wetiman. Well, sir, I would reserve comment as to whether 
it is a governmental agency or not. 

Senator Carrmart. All right. 

Mr. Wetitman. We, want to set up a method for pooling and diversi- 
fying risk among ourselves. 

Senator Busu.. You want the Government to set it up ? 

Mr. Wetiman. We have to have the Government set it up, sir, 
because we are chartered by the Government, and regulated by an 
agency of the Government. The'only way we can get power to do 
it is to come to Congress and get the authority to give them the power 
to let us:do that. 

Senator'Carenart.' Why do-you want todothat? What is your big 
reason ¢: 

Mr. WeitimaNn. I féel that there is a great need for that type of 
financing. At the present time a' Federal savings and loan associa- 
tion can make an 80 percent, 25-year loan. 

Senator Capruart. Eighty percent of appraised value? 

Mr. Wetman. Eighty percent of the appraised value for 25. years. 

For the first 6 or 8 years in which the FHA was established, the 
loan-to-value ratio ard the term ‘on an FHA section 203 loan was 
identical with the permissive powers given to Federal savings and 
loan associations to make loans, to wit, 80 percent, 20-year loans. 
We have subsequently received from the Home Loan Bank Board 
authority to make 25-year loans. 

Senator Busu. At 80 percent? 

Mr. Wetiman. At 80 percent. We are asking for this bill to 
enable us to make a 90-percent, loan, but we recognize that going from 
80 to 90 percent creates additional risk for which there must be some 
device to protect the solvency of the mortgage portfolios into which 
those 90-percent loans are put. 

There are threé ways you can insure the portfolio of an individual 
financial institution, whether it is a‘savings and loan, a bank, or what- 
ever it is. One method is self-insurance. That is the device used 
when, we make a conventional loan at the present time. 
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The second device is» what I choose to tall social insurance. : There 
we buy Government underwriting. There we buy a Government 
contract of insurance or of guaranty in the case of the VA. On that 
type of arrangement we have socialized the risk, have spread the risk 
over the entire country, and if the FHA reserves are inadequate, then 
the Federal Government has the obligation and responsibility of 
making good the difference. 

We feel there is a third way, apart from social insurance and self- 
insurance, and that is the concept of pooled risk. ‘Now, in pooled 
risk 

Senator Carenart. Let me ask you this. 

Mr. Wetiman. Pardon me. . 

Senator CarrHarr. Will there be a maximuni interest rate which 
you can charge on these kind of mortgages? 

Mr. Wetiman. Not under the present bill. . There is a maximum 
interest-rate limitation ‘contained in the Federal Home Loan Bank 
Act in order to be 2 member of the Federal Home Loan Bank 
System, which is also a requirement under. this,plan. And there are, 
of course, State laws regulating interest rates on the theory that the 
question of protection of the consumer against usurious interest rates 
is a legitimate responsibility of the State. In the event the State has 
not acted on that, under the Home Loan Bank Act there is a limitation 
which attaches not only to becoming a member but remaining a mem- 
ber in the Home Loan Bank System. 

Senator Carenarr. Could the Home Loan Bank Board authorize 
you to do what you are suggesting be done here ? 

Mr. Wetitman. No, sir: not under current statutory power. 

Senator Carrnart. I mean if the power was changed, if the law 
was changed. Could they not authorize you to go up to 90 percent 
with longer a term ? 

Mr. Wetitman. They can authorize us to go up to 90 percent under 
present statutory authority, but under that type of situation we would 
perforce be eee to resort to the self-insurance approach. 

For example, Senator, the State of New York has just passed a law 
which authorizes every State-chartered savings and loan association 
to make 90 percent, 30-year loans. They have to create an individual 
reserve of one-half of 1 percent on the declining balance. That is 
also true of mutual savings banks. The law limits it to 2 years; the 
house must be no more than 2 years old. And the security must not 
be located beyond 50 miles of the location of the main office of the in- 
stitution so making the loans. 

What has happened is that that is one answer. The State of New 
York has taken that answer on the conventional loan device: Of 
course, they have also correspondingly increased the risk of the Fed- 
eral Savings and Loan Insurance Corporation, which is always sub- 
ject to the risk of changes in the investment powers which ‘State- 
chartered savings and loan associations take on by virtue of changes 
in the State legislative power grants. 

Senator Sparkman. I did not mean to break in. Is this not the 
case? You mentioned that under this provision of increasing the 
percentage loan-to-value ratio you would have to resort to sel f-i in- 
surance. Isn’t it true there are these three plans—self-insurance, in- 
dustrywide insurance, or Government-supported insurance ? 
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Mr. WetumMan. That is correct. Those are our three alternatives. 

Senator Sparkman. And that this plan is to start off with Govern- 
ment-supported insurance in. order to scatter the risk generally, as 
generally over the country as possible 

Mr. Wettman. No, I do not think it is Government insurance. 

Senator Sparkman. It it industry insurance ? : 
Mr. Wetiman. It is an industry insurance plan. That is why, 
forexample—— -._. 

Senator Sparkman. With Government support to start with? 

Mr. Wetiman. I do. not think, sir, there is any Government. sup- 
port in this plan.’ 

Senator Sparkman. Do you think there is Government supervision ? 

Mr. Weiitman. There are some provisions in the bill as amended 
by the United States League draft of May 13 with which I, for ex- 


ample, take some exception. I think if this thing is going to work . 


it has got: to be what it'says it 1s, to wit, pooling of risk among mem- 
bers’ of the same class which achieves a diversification of risk. 

There is nothing to prevent that from in turn being supplemented, 
for the’protection of the insuran¢e corporation, by additional reserves 
which the institution itself creates and which under law and regula- 
tion’it must create., But this is purely and simply a device to pool 
risk to cover going from 80 to 90 percent. : 

Senator Busu. Let me go back to, that New York State illustra- 
tion ‘a moment, will you # ‘ 

Mr. WetiMan. Yes, sir. 

Senator Busn. Because J ‘have been ‘familiar with that before. 
You'say that the State‘has authorized. the savings. and loan associa- 
tions and the mutual-savings banks to extend mortgages to 90 per- 
cent of value if the house is not:over 2 years old and provided they 
‘set. up .a reserve.: .You said one-half of 1. percent. per annum? 

Mr. Wetman. Of the declining balance. 

Senator Busn. Of-the declining balance. 

Mr. Wetrman. That'is correct, sir. 
 - Senator Busu. Do they estimate then that that is a sufficient in- 

surance fund, if we can call it that, to protect against this kind of 
longer extension of credit? I suppose that is what they must figure. 

Mr. Weniman. That I think is involved in that. 

‘Senator. Busr. Are there estimates based on experience in New 
York State, do you think, or do you know? 

_Mr. Weiiman. I doubt if there has been anybody making conven- 
tional 30-year, 90-percent loans in. New York State except under FHA 
or VA. uo 

Senator Busu. Yes, but they did have that experience. I. just 
wondered .whether they used that as a basis for making this estimate 
’ of one-half of 1 percent. 

Mr. Wetitman. Well, sir; there have been quite a few studies made 

of thé question of the adequacy of insurance-reserves to protect: high- 
ratio,-long-term loans:: For. example, Prof. Ernest. Fisher at Co- 
lumbia. University just. completed a rather comprehensive analysis 
of the adequacy of the FHA reserve fund. And, indeed, one of the 
recommendations of Ernest Fisher was the prepayment of premiums 
in advance, which is one of the features of this proposed pool insur- 
ance plan here, rather than collecting the premium as you go along 
and, of course, running the risk that if the fellow defaults he is cer- 
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tainly not going to be paying the premium any more than he is going 

to be paying the principal and interest.: It is better to get the premium _ 

at the outset when you put the loan ‘on, because, of course, the mo- 
ment a ldan is originated is the moment of greatest risk. 

Senator SparkKMAN. Would it be part of the downpayment or part 
of the mortgage ? 

Mr. Wetiman. Under this proposal it is supposed to be part of the 
mortgage. But I feel strongly that the premium paid should be, in’ 
effect, advanced by the lending institution and, amortized out just 
the same as we advance payment for taxes and collect; it, back in 
monthly installments from the borrowers. 

Senator Crark. Mr. Wellman, as I understand your plan, it is to 
create an insurance company with the help of the Federal home-loan 
banks which will pool assets of private institutions to insure private 
mortgages with only Government sponsorship in the initial. incor- 
poration of the company. This is really a private effort, which it 
would seem to me is totally praiseworthy, to spread a risk among 
private institutions in order.to enablé them to finance mortgages with 
smaller downpayments for a large sector’ of our economy which needs 
that help. And to me it is difficult to understand the objections to 
the plan. Have I stated the — 

r. WELLMAN. Sir, you have made a much better statement of it 
than I made. ao 

Senator CaprHart. You said pool the assets. You only pool the 
premium that is paid, do you not? ha 

Mr. Wetiman. Plus the contribution of capital from the regional 
home loan banks in the amount of $20 million. 

Senator Caprnart. Yes. 

Senator CLark. When Mr. Bubb was here, he testified a great. deal 
of research had gone into the question of. how high the insurance 
premium need be. As I recall the legislation, the provisions are quite 
flexible, so the premium could go as high as 2: percent if it had to 
and could go as low as 1 percent if experience.so indicated. . I think 
the best guesstimate was you would start off: with 114 percent. Is 
that not right ? 

Mr. Wetiman, That is correct. That premium, incidentally, is a 

remium on the face amount of mortage, not:-on the amount that.is 

‘ing guaranteed. 

Senator Carrnart. This corporation, then, would have’$20 million 
which would be put up by the Federal Hame Loan Banks? 

Mr. Wetiman. The regional banks; yes, sir. 

- Senator Carenarr. Then you would charge I percent or 
Mr. Wettman. Between 1 and 2 percent depending on the risk. 
Senator Carenart. On the face value of the mortgage? 

Mr. Wetiman. That is correct, sir. | 

Senator Carrenart. That, would constitute the sum -total of the 
assets behind these mortgages? Is that correct ? 

Mr. Wetiman. That is correct. : 

Senator Carenart. Would the Federal Government ever be called 





' upon to put-up anything more than the $20 million ¢ 


Mr. Wettman. No, sir. 
Senator. Carpenart. What control would the Federal Government 
have over this corporation ? 
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' Mr. Wetman. Under the proposed bill the Federal Home Loan 
Bank Board has the power to issue regulations and control this cor- 
—, and the manner in which it operates, which is the same as the 

g ederal Government chartering any type of a financial institution and 
iL reserving unto itself the right to supervise it. 

-Senator Carruart.. And under the proposed law, the Federal Gov- 

ernment would never bé called upon beyond the $20 million ? 

_ Mr. Wetiman. No, sir. If we'do not achieve that objective, then 

Va I will certainly agree with everything that Mr. Cole has said.- If 
o. we cannot develop within financial systems methods whereby risk may 

be diversified and income accumulated for the purpose of spreading 
risk, then our only alternative is an expanded and constantly ex- 
panding Government program in which risk is constantly being 
socialized. 

Senator.Carrnart. What is the difference between this plan at the 
moment and FHA? They just testified that the Federal Government 
no longer has any money in FHA. FHA charges a premium rate for 
setting up a:reserve to take care of losses. What is the difference 
between the two ¢ 


Mr. Wertman. The difference comes in.the event of. insurance in- 
adequacy of the FHA reserve. Then the Government has an obliga- 
tion. Under this proposed bill, if the reserve funds of the Federal ] 


corporation proposed to be created by this bill are inadequate—— 
Senator Capenar’. You mean someone takes a loss ? | 
Mr. Wetiman. That’s correct. ] 
Senator Busu. Mr. Cole made a point of that. He questioned very t 
much whether that would stand up, if the Senator will remember, 
and said that he felt that the existence of this language creates a 
moral obligation that would be insisted’upon at that time. I thought j 
he made a good point:on that. 
Excuse ‘me for interrupting, but I did want to make that point. 
Senator CrarK. I would like to dévelop, if I could, the source of 


this initial $20 million which has been referred to here as a payment m 
by the Federal Government. As I understand it, that money does not U 
come from Federal Government at ‘all; it comes from the Federal Home : es 
Loan banks. Isthat right? FE: 
Mr. Wetrman. Thatisright. °. : ok 
Senator Capenart. Let me ask you this question: Will this be to 
looked upon, by the public and everyone concerned, possibly as a F: 
Federal agency? Is:there any merit to the statement that if it does 
get into trouble—which you ‘say that it might because it cannot go in 
beyond. the $20 million plus the premium, is that going to be a moral M: 
obligation on the part of the Government ? St: 


_ Mr. Wetiman. Senator, I, of course, do not know what the public 
is going to think. I helieve there are ways and means by which this 


corporation, were ‘it to be advertised, could be demonstrated or some bee 
clause. be put inthe legislation requiring it.be indicated that it is not Fa 
a Government agency. s 

I think, sir, to say that when the Federal Government charterssome- | fel; 
thing, it has a. moral obligation to cover all of its losses, it is an me 
extremely dangerous line of logic. case 

Senator Crarx. It is certainly not true with respect to the national Go 
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Mr. Wetiman. No, sir; nor should it be true of this plan, nor is this 
plan aimed to accomplish that. 

Senator Carrenart. Is there a possibility if we go irito this we ve ought 
to control the interest rate ? 

Mr. Wetiman. I do not feel so, sir, for the reason that you are ask- 
ing the institutions to work in terms ‘of pooling their own risks, .pay- 
ing premiums into that fund; and in the event that that fund is inade- 
quate to cover whatever losses might arise out of their own reserves, 
what you-would have here, in effect, is ‘a blending of self-insurance 


plus the pooling of risk among members of the same ‘class. 


Senator Crark. In other w words, if the: pool is exhausted, you have 
to get back some insurance / 

Mr. -Wetiman. That is right. 

Senator Busu. On that question of whether there would bea moral 
obligation, I have in mind, I think it.is the Fanny May debenture, 
which is not actually an obligation of the United States, but has been: 
recognized for years in the ‘financial world as a bond or debenture 
which, without’the actual backing of the full faith and credit of the 
United States, there is still an obligation. Institutions have bought’ 
those bonds for years on that kind of a presumption. 

Senator Crark. But at a higher rate of interest than the normal 
‘Federal bonds, because it is not Federal debenture. 

Senator Busn. That is true, but it is held very widely. That is my 

oint:. That the Government has a moral obligation, then, and my own 
judgment is that it, does have such an obligation and that 3 is what I 
thihk we are setting up here. 

I would like to change and ask you this: 

Senator SparkMAN. Before you get away from tliat point, may I 
just say—— 

Mr. Wertman. ‘I would like to correct a point on Fanny May, sir: 

Senator Sparkman. All right.. .Go ahead. 

Mr. Weriman. The United States Government has more than a 
moral obligation with respect to the obligations of Fanny May. The 
United States Treasurer has statutory responsibility to pay any inter- 
est. or principal deficiencies that cannot be covered by the resources of 
Fanny May. That is a different proposition entirely than a moral 


‘ obligation to back up the obligations of Fanny. May. There is statu- 


tory authority for the Gov ernment picking up the tab in the évent that 
Fanny: May’s resources are inadequate. 

Senator Busi. I accept the amendment. I think what ‘we are talk- 
ing about is very much of.the same idea. My point is that the Fanny 
May obligation does not carry the full faith and credit of tle United 
States behind it like a Govertiment bond does; 

What you said about it, on the other hand; is correct. 

Mr. Wetiman. And legal opinions have been issued which have 
been used by bond houses and brokerage firms to make the sale of 
Fanny May obligations more universally acceptable. 

Senator SparKMAN. Mr. Wellman, is it not true-that where it is 
felt there is a continuing obligation on the part of the Federal Govern- 
ment to help out, it has.been specifically written into the law as in the 
case of Fanny May which you mentioned—the extent to which the 
Government is liable? Is it not also true that in the case of insurance 
on Federal deposits in the banks, the FDIC is given the right to draw 
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on the Tredsury for a rather large amount of money and in the case 


of FSLIC, is it not true that a similar provision is written into the 
law ? . 

Mr. Wetiman. Yes, sir. 

Senator’ SrparkMan. Is there any such provision as that in this 
proposal? , 

Mr. Wetiman. No, sir. 

Senator SparKkMAN.,. You think that differentiates ? 

Mr. Wexeman. I certainly do. 

Senator Busy. Mr. Chairnian, I wonder if I could ask a question 
about Mr. Cole’s assertion of the discriminatory nature of this bill, in 
other words, it excludes all lenders except those of. savings and loan 
associations. | 

Senator SparKMAN, I want to hear his comment on that. 

Senator Busn.' Yes. It includes the mutual savings banks and 
commercial banks which are mortgage buyers and. insurance com- 
panies which are mortgage buyers. All of them have available the 
insured mortgages of FHA. Is that correct? 

Mr. Wetitman. That is correct, sir. 

Senator Busy. Will you tell us why they should be excluded from 
a program of this eet 

Mr Wetman. | go back to what is the objective of this program. 
If we were trying to develop a.private msurance plan that was avail- 
able for everybody in the United States, I think Administrator Cole 
would have a-perfectly legitimate reason for compiaining we were 
trying to create a competitive FHA. The fact is we are not trying 
to create a competitive FHA. We are simply trying to develop risk 
protective devices for the savings and loan business. 

Senator Busi. You.are in the savings and loan business. So are 
these other people that I have mentioned. I mean, do you think 
that the Government should set up a private plan for the savings and 
loan associations and éxclude other lenders who are doing a similar, 
if not exactly the same, business? 

‘Mr. Wetoman. First of all, sir; the Government does not regulate 
life insurance companies. Therefore, there would be no reason for 
the Government to set- up—in fact, it would have no power—the 
Federal Government would have no power to authorize life insurance 
companies. to create'a pool plan. That is entirely a matter between 
the life insurance companies and the States in which they are domi- 
ciled and by which they are legislated. 

Senator Ciark. There is no ‘reason in the world why they could 
not set up such a plan is they wanted to? 

Mr. Wetiman. Senator, I hope pooling the risk of members of the 
same type.or class is fruitful as an approach to our problems; and a 
device should be used by other classes of lenders. I, for one, would 
be happy to see the commercial banks come to this committee and 
seek the Same kind of device. I hope the life insurance companies 


would do the same.thing. I think we have here a possible middle © 


approach to some of the problems involved in housing credit. 

Senator Busy. Mr. Chairman, I do not know whether the other 
types of lenders have testified on this particular section of the bill, 
as yet. Have they ? 








he 
la 
ild 
nd 


ies 


ner 
ill, 


dle ° 


HOUSING ACT OF 1958 749 


Senator Sparkman. The American. Bankers Association had a wit- 
ness here, but I believe we have had no one from savings banks or 
mutual banks. 

. Senator Bus. Did the American Bankers Association back this 
phase of the bill or not? 

Senator’ Sparkman. No, the American Bankers Association was 
opposed to it. ; 

enator Busu. I know you are speaking hot for your association, 
but possibly you could tell us whether, your association did -discuss 
this with other lending associations before you decided to sponsor this 
legislation ? 

Mr. Wetiman. I imagine they did, sir, but I could not say of my 
own knowledge. I know, for example, that Mr. Miles Colean, who is 
certainly a well known and respected name in the field of mortgage in- 
surance plans was one of the original persons who helped to develop 
this plan. 

Senator SparKMAN. Let me ask you this, Mr. Wellman, to’see if this 
is your argument. If the savings and loan associations as a group were 
completely free of:Government supervision, and had the right to decree 
their own course, do you ‘think they would seek some such-a plan.as 
this for sharing their risks ? 

Mr. WELLMAN. Yes, sir. 

Senator SparKMAN. But as it happens, the savings and loan associa- 
tions are not free agents completely, even though privately owned ? 
They are subject to the supervision of the Federal Government and 
what you are doing now, you are coming in and asking us to change the 
authorization under which the savings and loan associations operate 
today so as to permit this kind of a plan? 

Mr. Wetiman. That is right, sir, and that is all we are seeking to 
accomplish. 

Senator Sparkman. Mr. Wellman, I want to come back to this 
Fanny May proposition to be certain we are correct on that. My atten- 
tion has been called to the wording of the statute, on its secondary 
operation. I quote these words: 

The association shall insert appropriate language in all of its obligations issued 
under this subsection, clearly indicating that such ‘obligations, together with the 
interest thereon; are not guarariteed by the United States and do. not constitute a 
debt or obligation of the United States or any agency or.instrumentality thereof, 
other than the association. 

What I am asking you for, it seems to me what you stated was‘cer- 
tainly not in line with this. Where would that be found ? 

Mr. Wetiaman. I do not recall, Senator. The reason that was in- 
serted, as you probably well know, was to keep the Fanny May obliga- 
tions out from under the Government.debt ceiling. There are pro- 
visions in the Fanny May secondary market act which provide for.the 
Government picking up any deficiencies on the paypment ‘of interest 
or principal. I do not know the exact section, but I would*be glad to 
supply it for the committee. 

Senator Sparkman. We will’keep looking to'see if we can find it, 
but I was curious because this seems to be in conflict with it. We shall 
try to find it and if we do, we shall insert it in the record. If not, 
will you get the source of that and give it to us, please ? 

Mr. WeEtimaNn. Yes, sir, I would be very happy to. 
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_ Senator Sparkman. It could be, it seems to me, a.policy of operation 
just as the guarantee; even though the law says it is guaranteed for 
60 percent, in practice the guarantee is at 100-percent. So I would 
like to be cleared up on that. : 

You go ahead if you have further suggestions. 

Mr. Wretuman. I feel that the line of questioning that I have had 
has prétty well covered this matter of what is the nature of this animal 
that we are talking about and why it is limited to a particular class, 

Senator Busn. I think it reflects 4 very marked degree of interest in 
this proposal. 

Mr, Wetiman. Yes, I think the savings and loan business should feel 
very fortunate in getting so much interest and attention from this com- 
mittee. The savings and loan business is trying, I think most. sin- 
cerely, to develop aventies and approaches to better serve the housing 
needs of the country. I think a 90-percent loan, because it represents 
additional risk over the present 80 percent, needs some additional safe- 
guard and protection and that protection is for the benefit of the 
public. 

In other words, can we provide additional consumer credit for hous- 
ing without at the same time jeopardizing the safety of the public’s 
invested savings because, after all, all financial legislation has two 
primary objectives. One is to see that there are added credit facilities 
to doa particular job sought to be done; and second of all, to safeguard 
or protect the invested savings that are being lent. 

Senator: SPARKMAN. Mr: Wellman, is this not true, too, that the 
natural tendency today is toward more liberal terms, both in the 
amount of mortgage and also in the length of the paper? Is not the 
reaction of that what has produced the change of the law in New York? 

Mr. Wetman. That is correct, sir. 

Senator SparKMAN. Is not that true all over the country ? 

‘Mr. WetitmAN. That is right. 

Senator Sparkman. As Chairman Robinson said, it was a condition 
and one that was going to have to be met. The board has under con- 
‘ sideration extending the loan value ratio and the people who are 
actually at the operating level feel that they ought to have some plan 
of sharing that additional risk? Is that correct ? 

Mr. Wettman. That is in essence what the proposal is about and, 
for example, I would like to point out one item that I think is extremely 
significant. Every.time the FHA raises its loan to value ratio as Ad- 
ministrator Cole testified, it raises its risk; but I have not noticed any 
chatige in its premium rates. We have gone from an 80-percent loan 
on FHA to 97-percent loan on FHA. We have gone from 20, years to 
30 years and there has been no change in the premium rate charged on 
those mortgages. 

In this bill we have a range of from 1 to 2 percent on the -face 
amount. Whether or not that premium is adequate I cannot testify 
with absolute certainty. I do not think anyone can. But so long as 
there is no Federal involvement in it, why should not the savings and 
loan business be permitted to pool risk for the benefit of spreading 
risk so it does not have to constantly resort to Government financing 
to meet the obvious consumer need ? 

Senator Busn. Mr. Chairman, I would like to direct your attention 
to another comment of Mr. Cole’s at the bottom of page 3 of his 
testimony. 
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Do you have that; Mr. Wellman ? 
Mr. Wetiman. Yes, I have it. 

Senator Busu. “Another extremely serious deficiency in the pro- 
posal relates.to the features which would-have the effect during a 

eriod of deflation or depression of accelerating deflationary. forces. 

he provision of the bill governing payment. of insurance claims in 
the event of default contemplates the ascertainment of the loss to the 
lender by means of liquidation and resale of the property—of the 
security. That is to say, the insurance claim will be paid to the lender 
after he has acquired title to the property through foreclosure or 
otherwise and has sold it. In times of depression, this would force 
a dumping of properties on the market, further depressing real estate 
values through numerous forced sales.” 

That sounds like pretty severe criticism and looks as though it 
might be, in difficult times, a bad-market, so to speak. This might 
work hardships on the homeowner which he might not endure under 
existing conditions. 

Would you comment on that? 

Mr. WELLMAN. Well, yes, Senator, first of all, whether or not you 
dump property during a. depressed period has nothing to do with 
the protection of the consumer. You do not get the property you are 
going to dump until after you have acquired it through foreclosure, 
so what we are talking about here is not protection of the consumer 
but the protection of the insuring agency. 

Under the FHA plan, when you have a default and go all the way 
through the process of foreclosure, you have the right to. tender that 

roperty to FHA in exchange for debentures, which are issued by 

HA. The argument is made—and I think it is a sound argument— 
that one of the benefits of the FHA program is the fact that, the FHA 
itself having acquired title to the property and having issued a de- 
benture to the lending institution which took the property. over ini- 
tially, that the FHA may hold that property. 

As you well know, I am sure, Senator, during the depression one 
of the real problems in the real estate market was forced liquidation 
of real estate at completely unnatural prices. But the primary prob- 
lem there, sir, was. the attitude of State and Federal authorities forc- 
ing financial institutions to get rid of real estate owned at a period 
of time when there was not any buyer around in order to acquire it. 

I recognize that the FHA plan in this sense has an advantage and 
I would not be honest with you if I did not say that there is an advan- 
tage in the fact that the FHA does not have to throw large amounts 
of real estate on the market. However, I do not: believe, sir, that 
with the 90 percent type of loan and with this type of partial guaran- 
tee concept, whicli is involved here, that the lender would be under 
any compulsion, any extra pressure, shall I say, to force property on 
the real estate market. 

Senator Busu. Than he would with normal conventional loans? 

Mr. Wetitman. They have the same problem with normal conven- 


tional loans. In other words, if we made an 80-percent loan to Joe 


Smith, over here, and he did not make payment; we would have to 
foreclose on the property and acquire title. So the fact that we have 
gone from an 80- to a 90-percent loan does not seem to be a reason for 
suddenly being concerned with the fact that savings and loans are 
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now going to throw a lot of property on the market, provided we 
learned our lesson well in the depression and the State and Federal 
supervisors do not complain every time we get real estate and say, 
“Get rid of it.” 

Senator Bus. My concern is lest having that insurance money 
right around the corner might be additional inducement to the lender 
to clean up fast. 

Mr. Wetiman. He would only get 20 percent, probably, assuming 
that he did not foreclose prathinaliy immediately ; and he would take 
10 percent of that first loss himself at the outset and he is still stand- 
ing back to the extent of 70 or 80 percent. If we had a real real-estate- 
market collapse, I am sure the price level would go a lot lower than 
that in that type of economic condition. - 

Senator Busu. I think that, that is a pretty good answer. 

Senator Sparkman. Mr. Wellman, I think perhaps we may have 
cleared up the matter of Fanny May. I think you may be referring 
to authority vested in the Secretary of the Treasury to buy Fanny 
May secondary-market obligations, which authority would be suf- 
ficient to allow him to buy and sell in the market to take care of other 
buyers in time of emergency. 

I believe in order to clear it up, it might be well to. put the complete 
language in the record at this, point. It does show that the Secretary 
of the Treasury can buy and sell to the extent of a maximum of hold- 
ing at any one time of $2.25 billion—all of the obligations of 
FNMA—and also gives the Secretary of the Treasury the right to 
sell at his own discretion. So that gives him the right to engage in 
market operations which would have a stabilizing effect. I think that 
is probably the reference you may have made. 

(The document referred to follows :) 


(b) For the purposes of this section, the Association is authorized to issue, 
upon the approval of the Secretary of the Treasury, and have outstanding at any 
one time obligations having such maturities and bearing such rate or rates of 
interest as may be determined by the Association with the approval of the Secre- 
tary of the Treasury, to be redeemable at the option of the Association before 
maturity in such manner as may be stipulated in such obligations; but the ag- 
gregate amount, of obligations of the Association under this subsection outstand- 
ing at any one time shall not exceed ten times the’sum of its capital, capital sur- 
plus, general surplus, reserves, and undistributed earnings, and in no event shall 
any such obligations be issued if, at the time of such proposed issuance, and as a 
consequence thereof; the resulting aggregate amount of its outstanding obligations 
under this subsectiom would exceed. the amount of the Association’s ownership 
pursuant to this section, free from any liens or encumbrances, of cash, mortgages, 
and bonds or other obligations of, or bonds or other obligations guaranteed as to 
principal and interest by, the United States. The Association shall insert appro- 
priate language’ in all of its obligations issued. under this subsection ciearly 
indicating that. such obligations, together with the interest thereon, are ‘not 
guaranteed by the United States and do not constitute a debt or obligation of the 
United States or of any agency or instrumentality thereof other than the Asso- 
ciation. The Association is authorized to purchase inthe open market any of its 
obligations outstanding under this subsection at any time and at any price. 

(c) The Secretary of the Treasury is authorized in his discretion to purchase 
any obligations issued pursuant to subsection (b) of this section, as now of here- 
after in force, and for such purpose the Secretary of the Treasury is authorized 
to use as a public debt transaction the proceeds of the sale of any securities here- 
after issued.under the Second Liberty Bond Act, as now or hereafter in force, 
and the purposes for which. securities may be issued under the Second Liberty 
Bond Act, as now or-hereafter in force, are extended to include such purchases. 
The Secretary of the Treasury shall not at any time purchase any obligations 
under this subsection if:(1) all of the preferred stock of the Association held 
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increase the aggregate principal amount of his then outstanding holdings of such 


obligations under this subsection to an amount greater than $2,250,000,000.*, Each’ 


purchase of obligations by the Secretary of the Treasury’ under this subsection 
shall be upon such terms and conditions as to yield a return at a rate determined 
by the Secretary of the Treasury, taking into consideration the current average 
rate on outstanding marketable obligations of the United States as of the last 
day of the month preceding the making of such purchase. The Secretary of the 
Treasury may, at any time, sell, upon such terms and conditions and as such 
price or prices as he shall determine, any of the obligations acquired by him 
under this subsection. All redemptions, purchases, and sales by the Secretary of 


the Treasury of such obligations under this subsecton shall be treated as public 
debt transactions of the United States. 


(d) ? The association may not purchase participations in its operations under 
this section. 

Senator Srarkman. Are there any further questions ? 

Senator Ciark. Just one further question, Mr. Wellman. To what 
extent do you think that this new plan would create competition with 
FHA and to what extent do you think it would merely get its cus- 
tomers from the conventional mortgage field ? 

Mr. WeLLMAN. Well, sir, I think the only possible area of competi- 
tion would not be in the fact that they are both involved in the 
matter of insuring mortgages. I think the only competition would be 
in the fact of moving from 80 to 90 percent. As I said before, for 
many years both FHA and savings and loans were making’ the same 
identical lean. I do not think during that period of time that either 
of them suffered from the availability to the public of two mortgage 
devices or avenues to the same objective. I do not, frankly, feel there 
would be an excessive amount of competition now because we are just 
moving up to 90 percent while the FHA has moved up, at least in 
lower priced houses, to 97 percent.. So I do not feel this constitutes 
an enormous threat to the voluine of business currently being done by 
FHA. 

Senator Ciark. Even if it was, it would. be competition-from pri- 
vate industry: which would tend to decrease the involvement: of the 
Federal Government and therefore I would think most of our con- 
ventional minded friends would. welcome this plan. 

Mr. Wetiman. I think so and the FHA has an enormeus adminis- 
trative problem. One of the reasons why,.as Mr. Cole has already 
testified, they are experimenting with this program, which in effect is 
decentralization of underwriting into private hands—one of the rea- 
sons they are working with this is they simply. cannot handle the 
caseload. 

The demand is great, money.is easy. How are they going to take 
care of the housing need of the public under those kinds of conditions 
through a single agency which is struggling to handle its caseload 
and is seeking to develop various devices for shoving the paperwork 
and burden out to private hands; ‘and, .indeed, in many cases, into 
private hands of people. who are getting paid a commission for making 
an FHA loan in the first. place? 

Senator Sparkman. Mr. Wellman, I notice in-the annual report, the 
Savings and Loan Fact Book of 1957, on page 44, total assets by 


1Sec.-1 of Publie’ Law 85.10, 85th Congress, approved March 27, 1957, 71 Stat. 7, 
amended this sentence to increase the maximum amount of FNMA’s secondary market 
operations obligations which the Secretary of the Treasury can acquire from $1 billion’to 
$1.35 billion. See. 203 of the Housing Act of 1957, Public Law 85.104, 85th Congress 
approved July 12, 1957, 71 Stat. 294, 298, increased the maximum amount to $2.25 billion. 


by the Secretary of the Treasury has been retired, or (2) such purchase would, 
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major classifications, and it shows.the breakdown of conventional 
mortgages, 64 percent; FHA-insured mortgages, 4 percent; VA- 
guaranteed mortgages, 16 percent ; United States Government securi- 
ties, 7 percent; cash, 5 percent; all other assets, 4 percent. That is the 
composite for all. 

Mr. Wettman. Yes, sir. 

Senator Sparkman. I assume that that is pretty steady, year by 
year, is it not ¢ 

-Mr. Wetitman. I would imagine so; and, as I indicated, my 15 to 20 
percent figure was based on the flow of current mortgage investment 
and that is roughly the breakdown of the mortgage portfolios now 
extant. 

Senator SparkMAN. I mean this is the distribution of assets. 

Mr. Wetiman. That is correct, sir. 

Senator SparkMAN. In other words, the assets will continue to be 
distributed about that same way, and if you get this extra authority, 
you still will lend at about the same percentage of money on those 
mortgages, will you not ? 

Mr. Wetitman. We cannot lend money we do not take from the 
public, 

Senator Sparkman. You cannot lend money you do not have, and 
furthermore, you are not going to break down, greatly, the distribu- 
tion of your assets, are you / 

Mr. Wetiman. No, sir. 

Senator SparKMAN. That is all, Mr. Wellman. You indicated that 
you were going to suggest some changes to the draft. Is that con- 
tained in your statement ? 

Mr. Wetman. Yes, it is, sir. 

Senator SparKMAN. Very well. We will extract it from that, 
then.’ Thank you very much. You have been quite helpful to us. 

Mr. Wetman. I appreciate the opportunity, sir. 

(The prepared statement of Mr. Wellman follows :) 


STATEMENT OF CHARLES E. WELLMAN, GLENDALE FEepeERAL Savines & LOAN 
ASSOCIATION, GLENDALE, CALIF: 


My name is Charles Wellman. I am executive — president of Glendale 
Federal Savings & Loan Association in .Glendale, Calif. I .appreciate the 
opportunity to appear before this: subcommittee and to, testify before it on the 
provisions. of S. 2791 and the drafted changes submitted. to this subcommittee 
on May 13 by’the United States Savings and Loan League. 

Control of financidl institutions is an ancient power and obligation of gov- 


ernment. Such control has always been designed .to serve two. objectives. . 
These objectives are;, first, the assurance of adequate credit facilities dnd sec-’ 


ond, the safeguarding of invested savings. These qbjectives are not merely the 
goals of. all financial ‘legislationy they are also the standards by which the 
effectiveness of proposed legislation can and-should be measured. > 
Our first question, therefore, is: What contribution can S. 2791 make toward 
‘assuring adequate credit’ facilities for home financing? -It.is Obvious home- 
ow nership for the bulk-of ‘our families requires a high loan-to-value ratio and 
long-term amortized mort: gage instrument. At present, so far as Federal 


. poate is ‘concerned, an 80 ‘percent ° 25-year loan is the maximum permitted 


outside the realm of FHA’ and VA. “If: the-FHA-and VA programs had _ proved 
adequate to the vast .and: important needs; there would -be no: problem. How- 
ever, the pattern of ‘building starts over the. past years has sharply ‘etched the 
extreme volatility of these financing devices... The same data, on the other 
‘ hand, has pointed.déut with equal clarity the trerhendous stability which ‘has 
‘existed.in conventional financing of housing’ starts. It is, therefore, . obvious 
that the FHA and VA programs have not been. capable of providing a. con- 








hat: 
on- 


hat, 
» us. 


LOAN 


ndale 
e the 
m the 
mittee 


f gov; 
ctives. . 
idk sec’ 
aly the 
ch the 


toward 
- home- 
tio and 
Federal 
rmitted 
_ proved 
. How 
‘hed the 
ye” other 
nich “has 
obvious 
g ‘a .con- 


4 


HOUSING ACT OF 1958 ‘ 755 


tinuous and regular flow of mortgage ¢redit into the area of the high ratio, 
long-term amortized loans. Yet, present law and regulation restricts all credit- 
worthy borrowers who require more liberal finaticing than the, present maxi- 
mum 80 percent loan into the narrow channel of FHA and VA. « The effect, 
therefore, is to grant these 2 home financing plans a monopoly over the 80 
to 90 percent area of need. Such monopoly is not meeting the néed and it also 
straitjackets consumer requirements. ‘ 

In terms of our objective, it is obvious that 8. 2791 provides a needed supple- 
ment to existing credit facilities, 

The next question, then, is whether or not the provisions of S. 2791 meet 
the second objective, namely, the safeguarding of invested, savings. There is 
no question a 90-percent 25-year loan-can properly be made and with relative 
safety. It is, however, equally valid that such a loan contains a greater degrée 
of risk than does @n. 80-percent 25-year loan. The problem, therefore, is what 
method can be developed to provide the additional protection ‘needed to meet 
the additional risk. 

At present there are two methods by which a Denpite institution can insure 
the solvency of its mortgage portfolio. One is the method of self-insurance. 
Here, the individual institution, within the framework of regulation and super- 
vision, by its own underwriting and by the reserves which it creates from 
its own gross income, insures itself against insolvency. The only other present 
alternative available is the method of social insurance. Here, in sharp con- 
trast, the individual institution purchases Government underwriting and by 
meeting stipulated qualifications obtains a Government contract of insurance 
or guaranty against major capital loss. 

The fundamental premise of this bill is that there exists a third alternative 
by which financial institutions can protect the solvency of their mortgage port- 
folios. This method is for a group of similar institutions to agree among 
themselves to spread the losses of each among all by paying premiums into 
a common fund. This is certainly not new or revolutionary. Indeed,-it is a 
concept of insurance which has been long and successfully practiced. It 
is clearly distinguishable from Government assumption of risk. For that reason 
the plan of S. 2791 is clearly distinguishable from the FHA and VA plans. 

Some witnesses before this committee have criticized the fact that this plan 
is limited to savings associations. Yet, this limitation is an essential feature 
of the plan and of the basic principle of pooling risk. If' the plan were opet- 
ended to include all classes of lenders with all their various jurisdictions of 
chartering authority and of investments limitations, a compétitive FHA plan 
would truly have been created. There is certainly nothing in the bill which 
precludes other classes of lenders from seeking. comparable authority to join 
tegether and pool their risks from their respective jurisdictions. In fact, I 
sincerely hope that the concept of sharing risk among ménibers of the same 
group on sound principle will spread, for. this: concept offers an imaginative 
and fruitful approach to many problems which are too large for the individual 


. to solve but which should not, for that sole reason, be resignedly handed over 


to government. 

Pooling, or diversification of risk, however, cannot, be the sole safeguard. 
There.are other elements of strength which are essential. 

First, there. must: be initial participation in. the first risk by the originating 
lender. ‘This is partly accomplished by. the principles of coinsurancé contained 
in the bill. This also. can and, shouldbe accomplished by ‘the settlement pro- 
visions.. ‘Certainly all the.elements of’ costs. incurred between the-first delin- 
quency, through, foreclosure and ultimate resale should not ‘be covered: 

This principle ef initial participation in the first risk, is a- basic guaranty 
of responsible underwriting. by participating lenders. Its only alternative is 
to pass to the guaranteeing corporation the burden 6f underwriting, each loan 
submitted to it- for guaranty. Because of this basic principle, FHA has always 
retained. the..burden. of: underwriting unto -itself.,. .Under 


FHA, to protect the integrity of its ‘funds, must, and’ has done the underwriting. 
Parenthetic: illy I am sure.this committee will examiné, very closely the so-called 
CAP ‘program of FHA: to assure,itself that this’ new decentralized operation 
does not. violate, this fundamental, principle of financial responsibility: 

A’ second nec essary, element» is the adequacy of the premium rate and, the 


the FHA insurance 
‘there. is:no sharing. of. risk of loss hetaveen FHA arid the lender. Henee the 
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would create a reserve of between 4% and 9 percent of the initial dollar amount 


_guaranteed. In my opinion this should be sufficient, provided the corporation 


is chartered with a substantial initial capital. The recent United. States Savings 
and Loan League proposal of $20 million should be sufficient, but how is it to 
be raised? Of course, the users of the facility could supply it.. The sole users 
of this facility, however, are also stockholders in and sole owners of another 


system, namely, the Home Loan Bank System. 


Currently the Federal Home Loan Bank System is increasing ‘its capital 
and surplus at an annual rate of approximately $80 million. The present 
capital and surplus status of the regional banks is ‘approximately .$800 million 
and the ratio of capital to advances to members. is almost on a: 1-for-1 basis, 
This capital is expanded by virtue of. the requirement which compels members 
of the bank system to purchase stock at the rate of 2 percent of their mortgage 
portfolios. As these portfolios increase, the annual stock purchases of the 
member institutions has,and is increasing. The. reason, therefore, for taking 
$20 million frém the bank system capital and putting it into the guaranty cor- 
poration is to give the guaranty corporation an initial-capital adequate at the 
outset to effectuate the purposes for which it was created. This transfer of capi- 
tal is merely a diversion of the capital contributions of the member institutions 
of the bank system into a guaranty corporation. As such, it certainly involves 
no Government contribution. Nor does the $20 million impair or weaken to 
any extent the ability of the bank system to serve its members’ credit needs, 
Indeed, with the 1-to-1 ratio of capital to advances, the $20 million will mark- 
edly increase the capacity of already contributed capital to better serve the 
housing requirements ofthe Nation. I would, however, like to see an express 
provision in the act requiring the ultimate return of this capital to the bank 
system from which it has been initially borrowed after such capital has served 
its purpose of supplying initial strength to the guaranteeing corporation. The 
only other area where the present bank system and bank board are continuously 
involved is, of course, in the matter of. regulation of the corporation and of 
meeting certain staff requirements of the guaranty corporation without creating 
a duplication of personnel. The proposed legislation provides for payment to 
the Government agencies for such personnel as are used. 

There is one final question, namely, Government involvement. This bill must 
rest upon the principle of pooled risk among members of a similar group. This 
must mean no Government commitment. Otherwise we have merely created a 
special kind of FHA for a special kind of group. To make unmistakably clear the 
absence of all Federal involvement, I propose three amendments to the May 13 
draft submitted to this-subcommittee by the United States Savings and Loan 
League: 

1. Section 7 (f), line 12, change the word “may” to “shall.” 

2. Section 8, strike all the language in this section subsequent to the end- 
ing of the second sentence of the section. 

3. Section 9, eliminate all proposed exemptions from Federal taxes except 
as to premium income of the corporation. 

Actually, what this bill seeks:is briefly this: One, to grant the Federal Home 
Loan Bank Board the power to charter a new corporation, the sole purpose of 
which is to insure the top percentage of high ratio loans:and to provide authority 
for, setting and collecting premiums to make good that guaranty. Second, to 
grant savings associations the.power to participate in such a program. Some 
details have been written into the proposed legislation spelling out more pre- 
cisely some of the terms and conditions under which these two purposes may be 


effectuated: Actually, however, the bill could contain merely two provisions , 
. setting forth the authority for’ these basic purposes.. In my opinion: this is a 
legitimate exercise ofthe legislative power. It is a legitimate exercise of such - 


-power because. through such authority there would be a marked improvement in 
credit facilities for residential mortgages and this additional credit could be 
extended without impairment to the safety and soundness of the public savings. 


Senator Sparkman. Our next witness is Mr. Boris Shishkin, the 


. secretary .of the housing committee, representing the AFL-CIO. 


Come around; Mr. Shishkin, with your associate. 


We are glad to have you before us again. We would be glad to hear 


from you at this time. 
For the purpose of the record, will you identify yourself and your 


associate ? 
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Mr. § Suisun. Thank you, Mr.,Chairman. -I-am Boris. Shishkin, 
secretary of the housing committee, American Federation of Labor 
and Congress of Industrial Organizations. I have with me Mr, Bert 
Seidman, ecorromist, research department.of AFL-CIO. 

Senator SPARKMAN, Both of you-have been before this committee 
many, many times and we are dlways glad to have you. ° 


: STATEMENT OF BORIS SHISHKIN, SECRETARY, HOUSING. COM- 


MITTEE; ACCOMPANIED BY BERT SEIDMAN, ECONOMIST, RE- 
SEARCH DEPARTMENT, AFL-CIO, ~ 


Mr. Suisukin. Thank you for the opportunity to appear before 
your committee to submit the views of the American Federation of 
Labor and Congress of Industrial Organizations on pending ‘housing 
legislation. 

We feel that from the standpoint of long-term growth and the 
future welfare of this country, the housing programs that will be 
shaped by this Congress are of the utmost “importance and perhaps 
crucial importance. 

Because of the critical role whieh housing plays in the economic 
life of the Nation, it is particularly important that the adequacy of 
our present housing programs and_policies be examined at this time. 
Such an analysis will reveal that existing programs are gravely in- 
adequate to meet the housing needs of American families or to assure 
that housing will be a source of strength rather than weakness to our 
economy. 


HOUSING ACTIVITY AT: LOW. LEVEL 


During the first 4 months of 1958, housing starts were at.a season- 
ally adjusted annual rate of only 950,000 units. Unless this pace is 
improved during the remainder of the year, fewer houses will be built 
this year than last year, or in fact, than in any year since 1948. Yet, 


_ in 1948, our population was 27 million smaller thah it’ is now. 


We commend the chairman, Senator Sparkman, ard members of 
this subcommittee for taking the‘initiative early in’the present session 
of Congress in drafting and securing quick. enactment. of the Emer- 
gency Housing Act of 1958, Indeed, the present dismal housing pic- 
ture would be even blacker if the emergency legislation had not been 

assed. It is clear that the slight pick-up in - housing activity can 
: e attributed almost entirely to the beneficial effects of the E Umergency 
Housing Act. 

It was clearly. recognized when the emergency legislation, was under 
consideration that it was by no: means the complete answer to Amer- 
ica’s housing problem. On the‘contrary, it was felt that by. i improving’ 
the finance jal terms for certain types of housing the emergency hous- 
ing legislation might give a quick shot-in-the-arm to housing activity. 
But no more than this limited result was anticipated. 5 

Judging from developments thus far, the Emergency Housing Act 
has had this limited. effect, but this is a very small source of satis fac- 
tion. Despite a slight upturn in housing starts, housing activity: is 
nevertheless at the lowest level in nearly a decade and there are no 
signs of a substantial i improvement. This is at a time when hundreds 
of thous: ands of builditig tradesmen. are without jobs and millions of 
American families are still ill housed. 


25854—55 —) 








758 HOUSING ACT OF 1958 


According to the census, more than 13 million families were living 
in substandard dwellings in December 1956, virtually as many as in 
1950. Harold P. Braman, managing director of the National League 
of Insured Savings Associations, has pointed out that it would take 
all the housing constructed since World War II to replace the 18 
million dwellings that‘are worn out and ought to be eliminated right 
now. 

It is true that in recent weeks the money market for investment in 
residential mortgages seems to have become less restricted. However, 
despite the somewhat larger supply of funds available for housing, the 
financial charges families must assume when they buy new homes 
are so high that millions of families are priced out of the housing 
market. No amount of tinkering with income requirements for home 
purchasers by the FHA will convince families that are unable to meet 
today’s sky-high financial —— to purchase homes they simply can- 
not afford. is is particularly true during a period of widespread 
unemployment and economic recession. When beset by insecurity or 
in many cases actual loss of income, most families are particularly 
reluctant to assume additional financial burdens. 

This is evidenced by the recent survey of consumer finances annually 
conducted by the Federal Reserve Board. This survey, taken in the 
early months of this year, showed that only 7.1 percent of families are 

lanning to buy new homes in 1958, as compared with a comparable 
gure of 8.7 percent for 1957. 

The simple fact is that a large proportion of potential home buyers 
are being priced out of the market. As Business Week noted in its 
March 29, 1958, issue, increasing numbers of builders are beginning to 
realize that “We have priced ourselves out of the big market.” 


ADMINISTRATION BILL EXTREMELY INADEQUATE 


In sponsoring the introduction of S. 3399, the Administration has 
demonstrated once again its complete failure to understand the nature 
of the critical housing problem the Nation faces. This failure stems 
from a fundamental defect in its philosophy and its program. 

Enactment of S. 3399 would do nothing to stimulate housing activ- 
ity. This bill completely ignores the urgent need of millions of low- 
and moderate-income families to obtain decent homes within their 
means. This bill would discourage rather than encourage the promis- 
ing urban redevelopment efforts which have been enthusiasticall 
launched in communities throughout the country. In short, the Ad- 
ministration bill is completely silent on the most critical housing 
problems confronting the Nation. Even worse, in some important 
particulars, enactment of S. 3399 would result in retrogression rather 
than much-needed progress on the housing front. 

"We particularly oppose the following provisions of S. 3399: 


1. Low-rent public. housing 

S. 3399: would freeze additional public housing construction (see. 
402). The small number of public housing units built during the 
most recent period is due mainly to the incredibly bad administration 
of the program by top officials of the Public Housing Administration 
and not to the satisfaction of the need of low-income families for 
decent homes within their means. 
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We also oppose the proposed changes in eligibility requirements for 
public housing (sec. 401) and favor instead the provisions in the 
committee print. 


9.. Urban redevelopment 


The Administration purports to be advancing a 6-year urban re- 
newal program with provision for $1.35 billion in Federal capital 

ants. 
or That amount is extremely inadequate, but much more harmful is the 
provision in S. 3399 which, by 1961, would reduce the proportion of 
the Federal contribution for urban renewal from the present two- 
thirds to only one-half (sec. 302). Financially strained local com- 
munities simply cannot shoulder this additional cost. A cutback 
in the Federal contribution would inevitably mean a drastic reduc- 
tion in the entire urban redevelopment effort. 


8. Rental, cooperative and sales housing 

The Administration would raise interest rates for FHA-insured 
rental and cooperative housing from the present 444 percent to 514 

reent (sec. 104). It would also repeal existing provisions regulat- 
ing fees, charges, and discounts under the Federal National Mortgage 
Association’s special assistance program (sec. 202). Both of these 
provisions would force up the cost of housing at a time when the 
prime need is to push housing costs down. 

On the other hand, S. 3399 would make FHA mortgage insurance 
available for luxury-type housing with mortgages up to $30,000 (see. 
101). There is no — justification for the Federal Government 
to provide financial assistance to the wealthy families able to pur- 


chase such high-priced homes. ‘These proposals simply make crystal 
clear the administration’s concern with mortgage financiers, builders, 
and high income home buyers and its complete disregard-of the ordi- 
nary family seeking to buy a home without assuming an impossible 
financial burden. 


COMMITTEE PRINT AND 8. 3781 


Now I would like to turn my attention to the committee print and 
S. 3781. 

The committee print and S. 3781, introduced by Senator Joseph 
A. Clark, represent a much more constructive approach to the Na- 
tion’s housing problems. While even these bills do not deal with all 
of the most pressing housing issues—an effective program of housing 
for middle-income families is the most important gap—they do. evi- 
dence a genuine determination to stimulate housing activity and to 
expand the supply of housing within the means of ordinary ‘families, 


Public housing 

Title III of the committee print and title II of S. 3781 both deal 
with public housing and most of the provisions in these two titles 
are identical. Both bills have the following wortliwhile provisions 
which we endorse: 

1. A statement of policy for the public housing program which 
would help to make public housing an integral part of the community 
and would encourage a larger measure of local autonomy in the ad- 
ministration of the program (secs. 801 of committee print and 201 
of S. 3781). 
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2. Authorization for local housing authorities to set rents and in- 
come limits for public housing tenants at realistic levels in accordance 
with local conditions, subject to a statutory ceiling on income limits 
(secs. 302 of committee print and 202 of S. 3781). 

3. Authorization for families whose incomes increase beyond the 


- maximum limits for continued occupancy to acquire their homes on 


reasonable terms (secs. 303 of committee print and 203 of S. 3781). 

4. Improvements in the formula used for determining the annual 
contribution needed to reduce the rents in public housing to the level 
the low-income occupants of public housing can afford (secs. 304 and 
305 of committee print and 204 and 205 of S. 3781). 

5. Facilitating the development of low-rent housing in urban re- 
newal areas by making tax exemption the only required local contri- 
bution for low-rent projects in such areas (secs. 307 of the committee 
print and 104 of S. 3781). 

With respect to the above provisions, the committee print and S. 
3781 are identical. They are at variance only with respect to the 
number of units authorized for construction. 

The committee print authorizes construction of only 35,000 addi- 
tional public housing units, while S. 8781 would release for construc- 
tion at any time the full authorization provided in the Housing Act 
of 1949 (sec. 206). With the annual contributions remaining avail- 
able under the 1949 act, S: 3781, would in effect, authorize construc- 
tion of approximately an additional 250,000 units. 

Even HHFA' Administrator Albert Cole, in his testimony before 
this subcommittee on May 12, 1958, admitted that some 123,000 low- 
income families eligible for public housing will be displaced from their 
homes by urban. renewal, highway, or other Government programs 
during the next 3 years. In view of the repeated failure of the Ad- 
ministration to recognize the urgent housing needs of low-income 
familes in the past, the Administration’s estimate of the need for pub- 
lic housing must certainly be regarded as being too low even as far 
as displaced families are concerned. The Administrator’s estimate 
takes no account whatsoever of the need of public housing for addi- 
tional tens of thousands of-low-income families whose dwellings, no 
matter how dilapidated, are not slated for clearance within the next 
few years. Thus, there can’ be no doubt that the authorization for 
public housing construction in S. 3781 is the minimum that is necessary 
even to begin to meet the urgent needs of low-income families for 
decent homes within their means. 

Senator CiarKk. Mr.Shishkin, I am naturally very much interested 
in that. Testimony which has been taken by this subcommittee 
throughout the country seems to'make it very clear to me that reloca- 
tion housing has got to be provided or else we are going. to have incal- 
culable human misery resulting not only from urban renewal, but the 
Federal highway program. 

I wonder if you or any of your associates in the labor field, which of 
course is pretty closely identified with low-income and middle-income 
housing, can make any suggestion as to where these people are going 
to.be put if we do not put them in public housing ? : 

Mr. SuisuKtn. Well, if there is no provision made for them, we will 
have the same lamentable.results we have had because of lack of 
that kind of program in-the past. They will be shoved back into the 
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slums. They will go into the shanty towns and places of that sort. 
They will be in misery. 

Senator CiarK. | took some testimony in Pittsburgh last December 
which brought out pretty clearly that as the Lower Hill district there 
was being cleared out under their urban-renewal program, these dis- 
placed families were utterly unable to find any shelter. They just 
went back to slum dwellings next door and in the Upper Hill part of 
town and they might have improved some real estate, but have not 
solved any problems of human misery at all. 

Mr. Suisukin. We have an impressive record based on the studies 
that have been made in the past. They indicate when that happens 
they double up, and of course that creates a kind of situation which 
may be of profit to the landlord because doubled-up families are 
usually charged higher rents. 

Senator CLarx. Up in Portland, Maine, the records show that they 
were stopping expansion of the urban renewal program because they 
had not been able to solve the relocation problem and the city council 
and the leaders of the community still felt public housing was social- 
istic. ‘They were not willing to buy any of it. So the whole program 
is just going to come to a grinding halt up there, after the present 
— are completed; and that is what worries me is going to 

appen to all of them, all over the country. I realize the difficulties 
raised in public housing but it seems to me if we are to meet head 
on long-range urban renewal programs, we had better face up to the 
fact that they are not going to get anywhere unless we do the same 
thing with the public housing. 

Mr. SuisHKiN. Public housing provides.a basic foundation for the 
healthy growth of the whole community. It also encompasses de- 
velopment at a much greater pace than other housing activity in 
the community if the needs of low-income families are taken 
care of. 

Senator Crarx. Thank you, sir. 

Senator SparkMAN. All right, Mr. Shishkin. 

Mr. SuisHKin. Urban renewal, title II, of the committee print and 
title I of S. 3781 are directed toward expanding and atte. the 
urban renewal program. In some respects, the two bills are iden- 
tical. A major difference, however, 1s that the committee print 
would provide a 10-year $3.5 billion slum clearance and urban re- 
newal program, with an annual capital grant authorization of $350 
million which could be increased by $150 million in-any one year.. On 
the other hand, S. 3781 would provide over the same period $5 billion 
with an annual capital grant authorization of $500 million which 
could be increased by $100 million in any one year. 

We are convinced that the larger authorization contained in S. 
3781 is clearly warranted. According to Architectural Forum, urban 
land areas under actual redevelopment are probably less than 1 per- 
cent of the total blighted areas in United States cities and substandard 
dwellings to be removed by redevelopment projects are slightly over 
1 percent of all substandard nonfarm units in 1950. At the present 
pace, it will take many decades to complete the urban redevelopment 
ob and everything possible should be done to speed up this effort. 
athe $500 million annually for urban renewal would be far less than 
the $24 billion a year the Federal Government is authorized to spend 
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for the highway ot, Yet, the success of the urban redevelop- 
ment program is vital-to the sound growth of the urban areas of our 
Nation. Therefore, we urge the subcommittee to recommend au- 
thorization for the 10-year 85 billion program contained in S. 3781, 

Let me briefly mention two other provisions affecting urban, 
renewal: — 

1. Section 107 of S. 3781 would permit up to 15 percent of the 
total capital-grant authorization to be used for areas which are not 
predominantly residential and- which are not to be redeveloped for 
predominantly residential uses even if such areas do not include a 
substantial: number of slum dwellings. We would favor such a pro- 
vision only if the full amount authorized by S. 3781 is enacted. If 
a substantially lesser amount is provided, however, we would oppose 
such a provision because it would subtract from the already inade- 
quate funds for those urban redevelopment activities which are aimed 
at what should be the primary objective of the program, improve- 
‘ ment of housing, conditions ‘Tor amilies lacking adequate living 
accommodations. 

2. We favor the provision of the committee print (sec. 202) which 
would authorize relocation payments to individuals, families, and 
businesses displaced’ -as the result of governmental action such as 
highway construction.” However, we would delete the provision that 
such payments would not be’available in communities where there is 
no workable program. This-would unfairly penalize displaced fam- 
ilies who have little-or no responsibility for whether or not their 
community has a-workable program. — 


OTHER PROVISIONS 


In the main, we support title I of the committee print which is 
aimed toward improving the FHA mortgage insurance program, 
especially. in its shane involving rental housing, housing in. urban- 
renewal areas, and housing for the elderly. However, we would em- 
phasize that ‘the existing financial charges for houses built under 
these programs are likely to be beyond the means of many individuals 
and. families whose housing needs they are intended to meet. It is 
for this reason that we strongly advocate a new type of housing pro- 
gram aimed particularly at bringing the cost of good homes down 
to the level the ordinary family can afford. 


HOUSING FOR MIDDLE-INCOME FAMILIES 


_. Ever since 1950, the AFL-CIO and other organizations concerned . 


with meeting America’s total housing requirements have urged the 
need for an effective program to make good homes available to work; 
ers’ and other middle-income families at costs they can afford. As 
we have already indicated, no single factor is. more responsible for 


the present alarmingly low level of housing construction than the - 


ever-widening gap between the financial charges families must’ pay 
to obtain: homes and the incomes of most American families. 

The only answer to this problem is a program of low-interest, long- 
term loans which would reduce the financial burdens for families 
with incomes too high for public housing and too low for presently 
available private housing. During the past 8 years, various types of 
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proposals have been advanced to accomplish this objective. Frankly, 
while we would be glad to assist in any way -possible in et to 
formulate specific legislation, we are not wedded to any specific for- 
mula. . We are. not too concerned, for example, whether a new na- 
tional mortgage corporation is established to administer the program 
or whether. it is done through the existing FNMA. Our one concern 
is that a new type of financing be developed which will result in 
monthly charges and rents within the means of middle-income 
families. 

This would require loans at approximately 3 percent for an amorti- 
zation period of at least 40 years and perhaps, for large-scale projects, 
of 50 years.. In addition, in order to reduce the. financial burden for 
families in the initial years of their occupancy, consideration might 
be given to holding principal payments in the early years to a very 
low level. While, of course, the cost to the occupant would rise some- 
what in. the later years, these increases would. be commensurate with 
anticipated increases in personal incomes and other costs. We would 
therefore suggest that amortization of loans under this program be 
limited to one-half of 1 percent per annum for the first 5 years, 
1 percent during the following 5 years, and 114 percent in the third 
5-year period ; thereafter, amortization payments should be arranged 
so that together with the interest they will permit equal monthly pay- 
ments for the remaining term of the loan. 

Let me briefly illustrate. what the effect of this-:program might be. 
At the present FHA effective interest rate of 534 percent (514 percent 
plus one-half percent mortgage insurance premium), a 25-year $12,000 
mortgage involves at total monthly housing cost of $119. Assum- 
ing that 20 percent of family income goes for housing, this requires 
an:annual income of $7,125. . 

The same $12,000 mortgage with a 3-percent interest-rate amortized 
over a 40-year period and with amortization limited to one-half per- 


: cent during the first 5 years involves a total monthly housing expense 


during that 5-year period of only $63 and a maximum ultimate ex- 

ense of $79 during the 16th year and thereafter. A monthly hous- 
ing expense of $63 requires a family income of $3,800. _So you see 
how far down you are reaching into the income.scale if you-are mak- 
ing that provision. 

According to the census; approximately 38 percent of families in 
1956, the latest year for which information is, ayailable, had incomes 
between $4,000 and $7,000. . Some 16.6 million families were ‘in that 
income range. Thus, with the low-cost financing we are urging, 
housing expenses could be reduced. to a-level which would permit 
more than one-third of American families, now largely priced out of 
the housing market, to obtain good homes within their means. 

We would urge that dwellings provided under this program should 
be provided at the lowest feasible cost so that it would be within the 
financial capacity of most middle-income families. ‘Preference for 
these loans should be given first to families displaced by urban rede- 
velopment and other public: programs; second, to families living in 


‘substandard. homes or facing eviction from public. housing because 


of increased incomes; and third, to families living in crowded homes. 

1 have some additional legislative recommendations, Mr. Chairman. 
In view of the shortness of time—lI hear the bell—I would like to have 
this part of my statement placed in the record. 
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Senator Sparkman, That will all be placed in the record. We will 
read. your recommendations very carefully. 
(The portion of Mr. Shishkin’s statement referred to follows:) 


OTHER LEGISLATIVE RECOMMENDATIONS 


In addition to the above proposals, we regard the following recommendations 
as important for a well-rounded housing program : 

1..To improve and expand the. existing FHA 213 cooperate housing program, 
we urge: : 

(a) Increasing the authorization for FNMA by $300 million to make advance 
commitments for the purchase of mortgages on cooperative housing projects, 
with 50 percent of this amount reserved for consumer cooperatives. ; 

(b) Authorization to include in the mortgage amount on all projects under 
the cooperative housing program community, recreation, and commercial facili- 
ties now possible only under the management-type program. 

(c) Bringing downpayments and mortgage percentages in the cooperative 
housing program into line with those: now in effect for FHA-insured, single- 
family homes and those proposed in the committee print for multifamily rental 
housing projects. 

(d@) Authorization to include a regular 2-percent working capital fund in the 
total amount of. the mortgage in order. to strengthen the financial structure and 
soundness of cooperative housing projects. 

, (e) Authorization to permit .funds authorized by the Congress under the 
Emergency Housing Act of 1958 to be extended to cooperative housing. 

(f) Authorizing, the use of mortgage ‘insurance under FHA 213 for acquisi- 
tion by residents of ,properties in: order to achieve cooperative ownership of - 
existing housing. 

2. Federal action to assure the opportunity to obtain adequate housing to all 
families without regard to race, color, creed, or national origin. 

3. Requirement of payment of the prevailing wage in any housing construction 
involving: Federal financial assistance. 

4. Protection of homeowners against foreclosure in the event of temporary 
unemployment, ‘illness or other emergencies. 

5. Adequate provision for housing research and professional training in housing 
and planning. 

CONCLUSION 


I am'‘attaching to my statement a brief summary of our specific legislative 
recommendations. On behalf of the AFL-CIO, I request the committee to give 
these recommendations its earnest and sympathetic consideration. We are 
convinced that enactment of these proposals would provide the basis for a 
forward-looking housing program which would give all families the opportunity 
to obtain good homes and provide'a bulwark of strength to the American 
economy. 


SUMMARY OF RECOMMENDATIONS OF THE AMERICAN FEDERATION OF LABOR AND CON- 
GRESS OF INDUSTRIAL ORGANIZATIONS ON PENDING HovusING LEGISLATION 


In the main, we favor enactment of the committee print and S..3781 and oppose 
enactment of S. 3399. We have the following recommendations with regard 
to specific provisions of these bills. 


8. 3399 


1. We oppose sec. 402, which would freeze additional public housing construc- 
tion and the proposed changes in existing eligibility requirements for public 
housing set forth in see. 401. 

2. We regard the proposed 6-year $1.35 billion authorization for capital grants 
for urban redevelopment as being inadequate and oppose the provision in sec. 
302 which would reduce the proportion of the Federal contribution for urban 
renewal, which by 1961 would reduce the Federal contribution for urban renewal 
from the present two-thirds to only one-half. 

3. We oppose sec. 104, which would raise interest rates for FHA-insured rental 
and cooperative housing from the present 414 percent to 5% percent, and sec. 202, 
which would repeal existing provisions-regulating fees, charges and discounts 
under the Federal National Mortgage Association’s special-assistance program. 
We also oppose sec. 101, which would make FHA mortgage insurance available 
for mortgages up to $30,000. 
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COMMITTEE PRINT AND 8. 3781 


We favor the following provisions of these bills: 


Public housing 


We support sec. 206 of S. 3781 which would release for construction at any 
time the full authorization for public housing provided in the Housing Act of 
1949. In addition, we favor-the following provisions contained in both bills: 

1. A statement of policy for the public housing program which would help 
to make public housing an integral part of the community and would encourage 
a larger measure of local autonomy in the administration of the program (secs. 
301 of the committee print and 201 of S. 3781). 

2. Authorization for local housing authorities to set rents:and income limits 
for public housing tenants at realistic levels in accordance with local conditions, 
subject to a statutory ceiling on income limits (sec. 302 of the committee print 
and 202 of S. 3781). 

3. Authorization for families whose incomes increase beyond the maximum 
limits for continued occuparcy to acquire their homes on reasonable terms (sec. 
303 of committee print and 203 of S. 3781). 

4. Improvements in the formula used for determining the annual contribution 
needed to reduce the rents in public housing to the level the low-income oc- 
cupants of public housing can afford (secs. 304 and 305 of the committee print 
and 204 and 205 of S. 3781). 

5. Facilitating the development of low-rent housing in urban renewal areas 
by making tax exemption the only required local contribution for low-rent proj- 
ects in such areas (sec. 307 of committee print and 104 of S. 3781). 


Urban renewal 


We favor the provision in title I of S. 3781 which would provide for a 10-year 
$5 billion slum clearance and urban reriewal program with an annual capital 
grant authorization of $500 million, which could be increased by $100 million 
in any one year. 

We favor sec. 107 of S. 3781 which would permit up to 15 percent of the total 
eapital grant authorization to be used for areas which are not predominantly 
residential and which are not to be redeveloped for predominantly residential 
uses even if such.areas do not include a substantial number of slum dwellings, 
but only if the full amount authorized by S. 3781 is enacted. 

We favor sec. 202 of the committee print which would authorize relocation 
payments to individuals, families and businesses displaced as the result of gov- 
ernmental action but oppose the provision that such payments not be available 
in communities where there is no workable program. 


OTHER PROVISIONS OF PROPOSED BILLS 


In the main, we support title I of the committee print covering the FHA 
mortgage insurance programs. 


OTHER LEGISLATIVE RECOMMENDATIONS 


1. We strongly urgé authorization for low-interest; long-term loans for housing 
within the means of middle-income families. We recommend an interest rate of 
approximately 3 percent with an amortization period of at least 40 years and, 
perhaps on large-scale projects, an amortization period of 50 years. We also 
recommend that consideration be given to holding principal payments in the 
early yedrs of the mortgage to a very low level. We therefore suggest that 
amortization of loans under this program be limited to ™% percent for the first 
5 years, 1 percent during the following 5 years and 1% percent during the third 
5-year period; thereafter, amortization payments should be arranged so that 
together with the interest they will permit equal monthly payments for the 
remaining term of the loan. 

2. To improve and expand the existing FHA 213 cooperative housing program, 
we urge: 

(a) Increasing the authorization for FNMA by $300 million to make advance 
commitments for the purchase of mortgages on cooperative housing projects, 
with 50 percent of this amount reserved for consumer cooperatives. 

(b) Authorization to.include in the mortgage amount on all projects under 
the cooperative housing program community, recreation, and commercial facili- 
ties now possible only for the management-type projects. 
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(c) Bringing downpayments and mortgage percentages in the cooperative 
housing program into line with those now in effect for FHA-insured, single 
family homes and those proposed in the committee print for multifamily rental 
housing projects. 

(d) Authorization to include a regular 2-percent working capital fund in the 
total amount of the mortgage in order to strengthen the financial structure and 
soundness of cooperative housing projects. 

(e) Authorization to permit funds authorized by the Congress under the 
Emergency Housing Act of 1958 to be extended to cooperative housing. 

(f) Authorizing the use of mortgage insurance under FHA 213 for acquisi- 
tion by residents of properties in order to achieve cooperative ownership of 
existing housing. 

8. Federal action to assure the opportunity to obtain adequate housing to all 
families without regard to race, color, creed, or national origin. 

4. Requirement of payment of the prevailing wage in any housing construction 
involving Federal financial assistance. 

5. Protection of homeowners against foreclosure in the event of temporary 
unemployment, illness, or other emergencies. 

6. Adequate provision for housing research and professional training in hous- 
ing and planning. 

Mr. Suisuxrn. In conclusion, Mr. Chairman, I would like to say I 
think with the enactment of the emergency program earlier, which 
was needed and desirable, there is a sense in Congress that its responsi- 
bility in housing has been discharged for the session. That is not so. 
We feel very strongly when we talk about housing we talk about the 
American home and the future of the American home. The test of 
the ability of this Congress will be to rise to the challenge of really 
dealing effectively and evincing full and responsible concern with 
the future.of the American home. I think that this is it as far as 
housing is concerned, and this is before Congress. 

We hope very much that the recommendations we have made will 
receive favorable consideration and a forthright program, showing 
the needed leadership at this critical time, will be put on the statute 
books. 

Senator SparKMAN. Thank you very much, Mr. Shishkin. 

Are there any further questions ? 

Thank you, both of you. We appreciate your appearance here. 
You have given us a very fine statement, a very helpful statement. 

Mr. SuisuHx1n. I would like to say a word not related to my testi- 
mony here, Mr. Chairman. Last Monday we lost a man who has 
been one of the leading exponents of a sound public policy in housing, 
John Ihlder, who was a great citizen of Washington.. This morning 
there was a service held, which none of us were able to attend because 
of this hearing. John Ihlder started out through the Alley Dwelling 
Authority here in Washington doing a pioneer job of helping to build 
the Nation’s Capital that matches its status in the world, and in help- 
ing the families in need of decent housing to be provided that housing, 
and I am sure he is with us here and will continue to be in spirit, 
although we have lost him. 

Senator Sparkman. Thank you for those words. I knew John 
Thlider quite well. As you may imagine, he was frequently before this 
committee. I know something of the tremendous job that he per- 
formed here in the District of Columbia, and as a result of the example 
that he set here, all across the Nation. I was shocked when I learned 
of his death, even though he had retired and has been retired for 
several years, now, from active connection with the housing program. 
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I know that his interest was never allowed to decrease one bit right 
up to his life’s end. He was a great pioneer in the housing field. 

Mr. Suisuxin. And a great American. : 

Senator SparKMAN. He certainly was. 

Thank you very much. 

Mr. SuisuKin. Thank you, Mr. Chairman. 

Senator Sparkman. Our next witness is Mr. Robert Tharpe of the 
legislative committee of the Mortgage Bankers Association, accom- 
panied by Mr. Sam Neel, general counsel for the Mortgage Bankers 
Association. 

Let me ask you, gentlemen, do you want to go on, now, at this late 
hour? It is perfectly all right with me for you to do so, or to go on in 
the afternoon, either one. 

Mr. Tuarrr. We have a very brief statement, Mr. Chairman. 

Senator SparKMAN. It would suit me very well for you to go on 
now. I am sorry we are so late getting to you, but we had a change 
in the schedule, as you know, by reason of the housing agency asking 
to be heard on a particular bill. 

Weare glad, however, to have you and your statement. 

Mr. Tuarre. Thank you, sir. 


STATEMENT OF ROBERT THARPE, ACCOMPANIED BY SAMUEL E. 
NEEL, GENERAL COUNSEL, ON BEHALF OF THE MORTGAGE BANK- 
ERS ASSOCIATION OF AMERICA 


Mr. Tuarre. Mr. Chairman and members of the committee, my 
name is Robert 'Tharpe. I am president of Tharpe and Brooks, 
Mortgage Bankers of Atlanta, Ga. I am chairman of the legislative 
committee of the Mortgage Bankers Association of America. With 
me is Mr. Samuel E. Neel of Washington, D. C., our general counsel. 

We are very happy to appear before you and participate in the 
discussions of your committee which are being held to consider 
various bills affecting housing. 

In view of the time, Mr. Chairman, I am going to attempt to ab- 
breviate the “abbreviations” of our feelings to conserve some time and 
if you have any questions, we will be glad to attempt to answer them. 

First of all, most of the proposals incorporated in the various bills 
before your committee have, in one form or another, been considered 
by the association in the past. Rather than discuss each bill today, 
and the association’s position on each legislative proposal, I would 
like to refer the committee to a statement of policy on legislation af- 
fecting real estate financing which was published by the association 
on March 15th of this year. I have brought copies of this statement 
for each member of the committee. 

This policy statement sets forth the suggestions of the association 
on various legislative proposals and subjects for legislation. The 
committee will find that most of the subjects covered by the bills now 
before the committee, or at least most of the proposals embodied in 
the bills, are discussed in this policy statement. Since the statement 
contains the recommendations of the association on all these matters 
I would like to refer the committee, if I may, to that statement for a 
complete analysis of the various subjects discussed, and I would like 
to ask that it be incorporated in the record of this hearing. 
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Senator Sparkman. That will be done. It will appear at the end 
of your oral statement. 

Mr. Tuarre. Thank you, sir. There is, however, one proposal be- 
fore the committee which I would like to discuss briefly. 

This relates to the proposal involved in S. 2791 to create a Home Loan 
Guarantee Corporation. We have discussed this proposal with various 
officials of the savings and loan industry from time to time in the 
_ and we have pointed out to those officials first that the Mortgage 

ankers Association of America questions whether any new system 
is needed at the present time, and second that we do not believe any 
new home loan guaranty system should be established unless it is 
available to all segments of the financing industry on an equal basis, 
The proposed plan as embodied in S. 2791 does not meet these re- 
quirements. In every instance the new program would benefit sav- 
ings and loan associations far more than any other type of lendin 
institution; and I might point out that this statement was prepare 
prior to the new proposal that they have. 

Senator Crark. Mr. Tharpe, were you here when Mr. Wellman 
testified earlier this morning? 

Mr. TuHarre. Yes; I was. 

Senator Cirark. Would your association object to the plan which 
he outlined as strenuously as the earlier plan referred to in your 
statement ? 

Mr. Tuarre. I beg your pardon, sir. 

Senator Ciark. Would your association object to the plan which 
Mr. Wellman advocated to the same extent as I note you object to 
S. 2791, as originally submitted ? 

Mr. TuHarpe. Yes, sir. 

Senator Crark. I would like to ask you why you feel it is improper 
for the savings and loan associations to form their own private insur- 
ance company to pool the risk on these mortgages and why you think 
that they should expand any plan which they originate to take in other 
lending institutions? It seemed to me it was pretty well developed 
this morning that this is merely seeking permission to create a private 
insurance company, just as you can do if you want to do so. Why 
do you object to their doing it ? 

Mr. Tuarre. I might point out originally they made an attempt to 
bring in all the other financial institutions. 

Senator CrarK. I do not think that: answers my question. 

Mr. Neg. May I make a comment? 

Senator SparKman. Certainly. 

Mr. Nerv. Mr. Wellman’s plan, which is the new incorporation, 
does not meet the objection we raised to the original plan, Senator. 
Therefore, the same comments would apply to Mr. Wellman’s amended 
proposal. 

Senator CrarK. All I am trying to clarify is why you feel that you 
must take exception to the savings and loan institution getting Gov- 
ernment permission to set up their own insurance company. I do not 
quite see why it is any of your concern and, frankly, I do not see why 
it is any of Mr. Cole’s concern. 

Mr. Neex. Our feeling about it, rightly or wrongly, will be this, 
Senator, that the savings and loan associations in effect by this pro- 
posal are asking for the Government to assist them in setting up a 
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new type of loan. It is true that you could characterize it as simply 

an extension of what they already have, an extension from 80 to 90 
percent, but to do that they need effectively, whether you call it that 
technically or not, the backing of the Federal Government. 

Senator CuarK. Why do they need any more backing than the 
authorization insurance? They are not asking for any Federal Gov- 
ernment funds. 

Mr. Nrrx. No, sir; they are not asking for any more Federal funds 
than FHA has, for example; but what they need is the safety or talk- 
ing point of a guaranty on a certain part of the loan. 

Raxetor Cuark. But it is not a Federal guaranty. It is their own 
eapenty- ; . 

Mr. Neex. I do not agree with that entirely, Senator Clark. I 
think that this guaranty is a lot more than their own guaranty, be- 
cause they have the ability now without any additional legislation, as 
I understand it, to make 90 percent loans and would not need addi- 
tional authority if they could persuade the home-loan bank system 
to let them do it. 

Senator Ciark. I do not want to get into extensive argument with 
you, Mr. Neel. But the impact on my mind has been made that this 
proposal which Mr. Wellman advocated is merely a self-help by 
private industry to create an insurance company which they would 
only control themselves. All they want is a Federal charter which, 
under existing legislation, they pretty nearly have to have. 

Mr. Neetu. I think they do have to have it if they do it in this way, 
Senator Clark. There are some Federal savings and loan associations 
who are members of FMBA, strangely enough, and we welcomed them. 
It is sort of like the fact in order to attract deposits, most savings 
and loan associations legitimately advertise that their deposits aré 
guaranteed by an agency of the Federal Government. I feel sure if this 
particular program goes through, you will see great emphasis placed 
on loans that are guaranteed, at least in part, by an agency of the 
Federal Government. Our position has oe if the. Federal Gov- 
ernment is going to get. into this picture again, one way or another, 
and if the savings and loan associations need the benefit of some 
additional help in this regard, any new program that Congress sets 
up ought to be able to be participated in by other types of financial 
institutions. 

When this was first proposed, we had numerous conversations with 
savings and loan associations and Mr. Wellman mentioned Miles 
Colean on behalf of FMBA, and others did work with the leagues, 
various leagues in this program. 

Mr. Colean’s temarks, however, were to the effect—and I could give 
the committee some earlier memorandums from them if you would 
like them—that in his opinion to be properly. usable the purposes 
served by this type of new corporation ought to be available to other 
Opes of financial institutions and he proposed certain amendments 
which would have made it that way. We thought at one point we 
were well along the line toward having an organization that could 
be used by all types of institutions. it would not be. too difficult 
to do that. We make some proposals in our testimony that you can 
consider. They relate to the question of on what basis you have to 
buy stock in this organization and what the requirements are for 
doing business with it. That is about all that it is. 
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There is one other proposal, however, that we wanted to make to 
you affirmatively which relates to another subject. 

Senator Sparkman. I have just read it. It seems to me that it 
makes good sense. That is the one which extends the benefits of 
CAP to the VA program. 

Mr. Neew. Yes; it is. 

Senator Sparkman. I notice you say there you think the Veterans’ 
Administration will agree to it. You have discussed it with them? 

Mr. Nerv. We have had some conversations with some officials of 
the Veterans’ Administration, Senator, and preliminary indications 
are they see merit in the proposal. 

Senator Sparkman. As I say, I have read it already and was inter- 
ested in the proposal because, frankly, I have had some inquiries 
recently from people in different parts of the country who say these 
applications are piling up because they did not get this service. 

Mr. Nerv. This arises out of this new program, the certified agency 
program under the FHA. It is a basis of giving to lending institu- 
tions of all kinds, savings and loans or anything else, the opportunity 
to do much of the clerical work that has been done by the FHA; 
under certain safeguards. With proper safeguards, with the VA 
having the ability to determine who they want to do business with, 
we can see no reason why it ought not be applicable to VA as well 
as FHA. 

Senator Sparkman. I think it is a good proposal. We will cer- 
tainly check into it. 

By the way, while you gentleman are here, I want to say in refer- 
ence to this policy statement I received through the mail, I think it 
is one of the finest pieces. of work I have seen setting forth your 
thoughts with reference to legislation in which you are particularly 
interested. 

That does not mean I agree necessarily with all of your conclusions, 
but I think it is an excellent job, and I want to commend you for it. 

Mr. Nee. Thank you very much. 

Mr. Tuarrr. That briefly covers our thoughts, Senator. 

Senator Sparkman. Thank you very much. We appreciate your 
being here and were glad to have had you before us. 

(The policy statement referred to follows :) 


A STATEMENT OF POLICY ON LEGISLATION AFFECTING REAL 
ESTATH FINANCING BY THE MORTGAGE BANKERS ASSOCIATION 
OF AMERICA 


A STATEMENT OF POLICY ON LEGISLATION AFFECTING REaL Estate FINANCING 


The Mortgage Bankers Association of America is dedicated to the continued 
development of the United States of America through private equity and private 
mortgage investment in real property. 

The functions of its members are to create a channel through which the 
savings of the people are made available to those who build and develop the 
homes, factories, offices, farms, and ranches that this country requires, and to 
safeguard the repayment of these savings for the benefit of both the savers and 
future borrowers. 

The association considers that the prerequisites to the efficient performance d 
of these functions are: (a) A free money market; and (b) a system of State 
and Federal laws that provides appropriately for the protection of saver and l 
borrower, but puts no avoidable obstacle in the way of the broadest possible a 
distribution of invested savings to the areas of geographic and economic need. D 
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Notwithstanding these principles, the present body of State and Federal 
statutes affecting real estate finance is at many points outmoded and badly 
adapted to the needs of an industrial urban economy. Numerous obstacles pre- 
vent or impede the accumulation and flow of funds for the financing of real 
property. Moreover, Federal measures originally designed to induce a wider 
distribution of mortgage funds have over the years been amended so as to 
become restrictive in their effect. 

In order to serve the objectives to which it is dedicated, the association urges 
action along three main lines. The laws of many of the States need to be re- 
vised to reduce the cost and risks of mortgage foreclosure and to encourage a 
greater inflow of out-of-State mortgage investment. The Federal tax laws need 
to be amended so as to remove disabilities to equity investment in income- 
producing realty. The National Housing Act and other housing legislation, 
after years of accrued amendments, need to be renovated so as to provide a 
more efficient and practicable means for insuring mortgages on residential prop- 
erty and for aiding the renewal of urban areas. Each of these proposed actions 
will be discussed in some detail hereinafter. 

It is the view of the association that, if the policies elaborated in this state- 
ment were carried out, the forces of private enterprise would be so well released 


that the apparent necessity for many forms of positive Government interven- 
tion would be removed. 


CREATING A VITAL HOME MORTGAGE CREDIT SYSTEM 


The most critical problems in real-estate finance center on the financing of 
housing. Since an ample supply of good dwelling structures is essential to 
the Nation’s social and economic well-being, a candid and dispassionate con- 
oe of the requirements of an efficiently operating housing market is 
called for. 

Experience has demonstrated that, basic to all other requirements, is a system 
of soundly underwritten mortgage credit which will make funds available with 
low down-payments and long maturities to a large majority of families in all 
parts of the country. Experience has also shown that the indispensable ingre- 
dients of such a system are: (a) A mortgage instrument that provides for com- 
plete amortization in regular monthly payments; (2) a means of pooling unusual 
risks through mortgage insurance; and (c) a mortgage interest rate that is 
responsive to prevailing financial conditions. 

The first of these requirements, the fully amortized mortgage, is now uni- 


versally recognized and accepted. The remaining two have been only partially 
realized. 


The place of mortgage insurance 


Although the limitations on loan-to-value ratios imposed on their lending 
institutions by many of the States might be liberalized with safety, sound policy 


would still dictate that, beyond a point, mortgage institutions should reduce 
their exposure by pooling risks. 


The mortgage insurance system of the Federal Housing Administration was 
designed to accomplish this purpose. At its inception in 1934, FHA offered a 
simple formula for spreading risks, available to all types of lending institutions 
and accessible to all borrowers with good credit standing and an acceptable 
dwelling property. Though created and operated by Government, its support, 
after it was fully established, was to be provided by the borrowers who used 
the system; and any accumulation beyond adequate reserves was to be repaid 
to them. It was clearly understood that the interest rate was to be a readily 
marketable rate, since the purpose of the insurance was to broaden the market 
rather than impose restrictions upon it. 

FHA has long since attained financial self-sufficiency and is today free of all 
but the most remote liability to the Federal Treasury. Nevertheless, it has 
more and more been treated as if it were a direct Government operation rather 
than an instrument for the general advantage of the private home market from 
which it derives its sole support. 

As a consequence of successive amendments, the original concept of a non- 
discriminatory, impersonal market mechanism has been much clouded, to the 
impairment of FHA’s efficient operation and its potential usefulness. Neverthe- 
less, the original concept of FHA remains the best basis on which to recreate 
a sound and practical mortgage insurance system. What is needed is not a 
new system nor a supplementary system but a renovation of a system that has 
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developed operating experience, financial strength, and the confidence of indus- 
try over nearly a generation. 

To the end of restoring and revitalizing the original concept of mortgage 
insurance, the Mortgage Bankers Association offers these recommendations: 

(1) That the Federal Housing Administration be reorganized as a fed- 
erally .chartered mutual insurance corporation administered through a 
board of trustees appointed, with staggered terms, by the President, and by 
officers appointed by the trustees. 

(2) That FHA be made fully accountable for its operations directly to 
the President and to the Congress. 

(3) That FHA continue to be required to provide for its administrative 
expenses and reserves from its income from fees, charges, and premiums, 
but that it be freed from specific annual fixed budget authorizations and 
be permitted flexibility, within its previous year’s income, in accommodating 
its administrative outlays to the varying demands for its services. 

(4) That a study be made to determine a more effective and equitable method 
of returning to mortgagors FHA’s earnings in excess of expenses and reserve 
requirements. 

(5) That the FHA insurance system be revised to consist of one simplified 
formula for 1-.to 4-family houses, 1 for rental housing, and 1 for 
cooperative housing, and that FHA be given wide latitude within each formula 
to meet the broadest possible economic range of demand. 

(6) That all special forms of mortgage insurance or guaranty be eliminated 
or be allowed to end without further extension. 

(7) That FHA-be authorized and directed to adjust its mortgage insurance 
premiums in accordance with its estimate of the risk assumed in the various 
types of mortgage insurance transactions, taking into consideration the record 
of its 24 years of experience. 

(8) That the dollar limits on the FHA insurance authorization be removed 
and the amount of insurance written be limited only by an appropriate ratio 
to reserves. 

(9) That the applicability of the certified agency plan recently put into effect 
by FHA, or some other plan embodying the same principles, be rapidly extended. 

(10) That the regulation of interest rates and discounts on FHA loans be 
discontinued. 

The accomplishment of these reforms should provide a mortgage insurance 
system of broad usefulness and great flexibility, readily adaptable to the changes 
in the demand for housing and in the supply of funds, and capable of meeting the 
challenge imposed by the rapid growth and changing characteristics of our cities, 


The veterans home loan guaranty program 


In its 1956 statement of policy, the association proposed a 3-year extension of 
the home loan guaranty program for veterans of World War II in order to allow 
time for an orderly transition to a single mortgage insurance system under 
FHA. Instead, the Congress enacted a 1-year extension but so rigidly restricted 
mortgage yields that current market conditions have almost completely nullified 
the effect of the extension. Meanwhile, the terms for FHA insured mortgages 
have been sufficiently liberalized to offer an adequate means for meeting the 
mortgage needs of those who have not yet exercised their privileges under the 
Servicemen’s Readjustment Act. The association considers the use of the FHA 
program to be more desirable than a further extension of benefits for World War 
II veterans. It is recommended : 

(11) That the VA home loan guaranty program not be extended for veterans 
of World War II beyond its present termination date. 

(12) That, with respect to the program for veterans of the Korean war 
for whom the program does not terminate until January 31, 1965, the regu- 
lation of interest rates and discounts be discontinued. 


A special means for broadening the market 


Remoteness from the centers of mortgage activity has always created diffi- 
culty in providing adequate mortgage funds for home buyers in small towns and 
cities. Difficulty has also frequently attended the efforts of members of mi- 
nority racial groups, even in larger places, to obtain the consideration generally 
available to other classes of borrowers. 

Not until the voluntary home mortgage credit program was created in 1955 at 
the instance of the mortgage investing institutions of the country did a prac- 
ticable method exist for overcoming these difficulties. In spite of the disabil- 
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ities under which the insured and guaranteed mortgage systems have labored 
during the intervening years, the usefulness of the program and the advisabil- 
ity of its continuance have been fully demonstrated. 

Therefore, in the interest of the broadest possible service to the prospective 
home buyers throughout the country, the association récommends: 

(13) That the voluntary home mortgage credit program be continued as 
a permanent feature of the Nation’s home mortgage system. 


The need for modernizing State legislation 


Supplementary to the establishment of an effective mortgage insurance sys- 
tem, and important to minimizing the risk and cost of the mortgage operation 
and widening its geographic and economic scope, the association urges that, 
unless they have already done so, States modify their laws in accordance with 
the following recommendations: 

(14) That less costly mortgage foreclosure procedures be achieved, by 
(a) the reduction of advertising costs, (b). the simplification of court pro- 
cedures now involving costly legal expense, and (c) the elimination or reduc- 
tion of redemption periods for forfeited urban property. 

(15) That, for fully amortized conventional mortgage loans, higher loan- 
to-value ratios be authorized than the customary 66% percent to which 
State supervised institutions are now usually limited. 

(16) That mortgage investment by out-of-State financial institutions, 
including pension funds and trusts, be faciiltated by providing that 
the making of mortgage loans, the pursuit of remedies under foreclosure 
proceedings, and the holding, or selling of property as the result of fore- 
closure do not constitute doing business in the State under the meaning of 

statutes relating to foreign corporations. 


ENCOURAGING EQUITY INVESTMENT IN REAL ESTATE 


The unbalanced relationship in the production of dwellings for sale and for 
rent, the difficulties that have beset the FHA rental housing insurance operation, 
and the slowness with which urban redevelopment is taking place are all in 
large measure attributable to the present unattractiveness of equity investment 
in income-producing property. Nothing could be more helpful in reducing the 
pressure for unsound mortgage insurance programs and in eliminating the ex- 
cuse for direct governmental lending for housing purposes than an increase in 
the availability of true equity investment in rental property. 

The cause of the lack of equity funds for rental housing is the relatively low 
potential yield to be obtained under present circumstances from a rental hous- 
ing investment—especially one in a moderate rental category. At best, a rental 
property of this character is not likely to throw off a greater return after depre- 
ciation (by the straight-line method—and it will rarely earn enough to make 
any other depreciation formula applicable) than 6 to 7 percent. Unless the 
property is owned directly by an individual or a partnership, the income will be 
subject to a tax up to 52 percent, which may reduce the maximum yield to less 
than 3 percent. This is true whether the ownership is in the form of a corpora- 
tion or an investment trust. Ownership by individuals or a partnership is not 
often practical where a large undertaking is involved. 

By contrast, the income from capital pooled in security investment trusts is 
not subject to an income tax to the trust entity. These trusts, which have had 
a phenomenal growth during the past 20 years, are able to obtain capital at 
rates of return well within the earning capacity of moderate rental apartment 
property. If security investment trusts, the assets of which now amount to 
approximately $10 billion, are so successful in attracting savings, it may be 
expected that trusts invested in income-producing real property could prove 
similarly attractive at a comparable rate of return. 

However, the Internal Revenue Act discriminates against real estate invest- 
ment trusts by refusing to allow the same “conduit” tax treatment permitted to 
security investment trusts. Instead, it subjects them to the full corporate in- 
come tax. Consequently, the trust, as a means of pooling the funds needed for 
equity capital becomes no more effective than the corporation. 

As the one promising means available for breaking through this basic obstacle 
to a sound expansion of rental housing activity, the association recommends: 

(17) That the Internal Revenue Act be amended to provide that real 
estate investment trusts be permitted to pass through to their beneficiaries 
imeome ‘received from real estate equities or mortgages in the same-manner 
that security investment trusts pass through income from stocks and bonds. 
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PROVIDING A SOUND SECONDARY MARKET FACILITY 


If the above recommendations were put into effect, the existing institutions in 
the private market might confidently be expected to meet the requirements for 
mortgage credit in a broader and more continuous manner than is now possible, 
With pension funds drawn into the mortgage orbit, and with real estate invest- 
ment trusts able to function competitively, the institutional framework would 
exist for a broad and efficient system of real estate finance. 

There remains the question of the extent to which a special source of reserve 
secondary credit may be desirable. In 1953, the President’s Advisory Commit. 
tee on Government Housing Policies and Programs concluded that there was a 
place for an instrumentality that could deal in insured or guaranteed mortgages, 
It agreed that, by buying and selling these mortgages, such an instrumentality 
could help to even out the seasonal and cyclical variations in the availability of 
mortgage funds, with particular reference to areas remote from the main centers 
of capital supply. 

The Mortgage Bankers Association concurs in this finding. It agrees that, if 
operated with restraint and with charges high enough to discourage its misuse, 
a secondary market facility can be an appropriate means for relieving private 
lenders from extreme financial losses and from preventing building activity from’ 
suffering a sudden withdrawal of credit. 

There is danger, however, that builders and mortgage lenders may be en- 
couraged by the availability of a relatively painless method of escape from their 
own indiscretions to proceed with substantial operations in advance of obtaining 
firm commitments from investors. Such a misuse of the facility will result in 
an infusion of short-term credit into the mortgage system that, under some cir- 
cunistances, may have serious inflationary effects. The association therefore 
accepts the principles that: (a) A secondary market agency should always 
exact some penulty in order to prevent its misuse and overuse; (b) it should 
not be used to support an artificially low level of mortgage interest rates or 
inherently unmarketable mortgage programs; and (c) it should involve no con- 
tinuing claim on the Treasury but should provide for its support and ultimate 
ownership by those who benefit from it. In line with these principles, the asso- 
ciation asserts its conviction that the first prerequisite to a sound secondary mar- 
ket instrumentality is the achievement of a sound mortgage insurance system 
operated freely in a free financial market. The association further recommends: 

(18) That, to assure the independence of its operation from the mortgage 
insuring agency and the appropriate relationship of its operation to the 
fiscal and credit policies of the Federal Government, the Federal National 
Mortgage Association be reconstituted as a corporate body under the gen- 
eral jurisdiction of the Treasury and under the management of a specially 
appointed board of direcotrs who shall hold no other public office. 

(19) That the powers of Federal National Mortgage Association be lim- 
ited to its secondary market function, and that it not be restricted by statute 
in establishing the prices at which it will conduct its transactions. 

(20) That the standby character of the instrumentality be maintained 
by its purchase of mortgages only at a discount and by requiring that its 
stock be acquired by all who sell mortgages to it. 

(21) That any policy of providing options for the repurchase of mort- 
gages by the sellers.thereof be limited in total amount to FNMA’s estimate 
of the growth of savings in mortgage lending institutions within a 9-month 
option period. 

(22) That the financing of FNMA’s operations be limited to the sale of 
stock and to the issuance of debentures in the private market, and that no 
direct borrowing from the Treasury be authorized. 


RECOGNIZING THE IMPORTANCE OF URBAN RENEWAL 


The Mortgage Bankers Association is aware of the drastic modifications in 
the patterns of urban real-estate investment that are being brought about by 
changing modes of living, new techniques in the manufacture and distribution of 
goods, and the increasing dominance of motor vehicular transportation. It is 
convinced that large-scale urban replanning and renewal is essential to the 
growth and development of healthy cities and sound metropolitan areas. It also 
believes that the pace of urban renewal activities must be greatly increased over 
the present rate of progress if the rapidly mounting problems of our urban 
communities are to be met. 
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The association recognizes that the development of an effective program of 
urban renewal is an appropriate concern of all levels of government and must 
have the support and guidance of an alert citizenry. For the long view, how- 
ever, it urges that equitable means be sought for diminishing rather thau 
increasing the role of the National Government in urban affairs. . Consequently, 

in respect to urban renewal, the association’s recommendations have a twofold 

objective. First, they are aimed at increasing the efficiency of the existing 

governmental activities related to urban renewal. Second, they seek practical 

means of coping with the problems of our urban areas through an increase in 

the responsibility and competence of local government. and a corresponding with- 

drawal of Federal participation. 

In this, as in the other areas of the public interest, the association stresses the 
importance of adequate incentives to private investment and fuller reliance on 
market forces as prerequisites to a successful operation. The earlier recom- 
mendations in this statement are as essential here as in the context first stated. 
Only when the obstacles now existing to real estate investment are removed 
and the mechanisms for investment improved so as to release the forces of pri- 
vate initiative will it be possible to contemplate real progress toward the objec- 
tives of urban renewal. 

Aside from these underlying problems, the urban renewal program has been 
characterized to date by an overconfidence in the efficacy of Federal agency 
planning, and by an underconfidence in the imagination, ingenuity, and 
competence of local agencies and private entrepreneurs. It has been weighted 
down by intricate requirements and involved procedures that delay action, in- 
crease cost, and discourage participation. It cannot cope with growing de- 
mands without a reorientation of attitude and a simplification of process. 

In respect to the urban renewal operation, as embodied in title I of the Hous- 
ing Act of 1949, as amended, the association offers the following proposals: 

(23) That the Federal agency be authorized to enter into contracts for 
loans and grants to local authorities when it has received appropriate evi- 
dence of compliance with the “workable plan” provisions of the statute, 
which should be amended to require evidence of coordination between the 
local city planning authorities and the highway planning authorities; and 
that it cease to involve itself with the details of rehabilitated or new uses 
of the affected areas, leaving these solely to the joint concern of local au- 
thorities and private entrepreneurs. 

(24) That local authorities be urged to assemble land prior to tke de- 
tailed determination of its reuse and the selection of its redevelopers. 

(25) That the technique which has proven so successful in the voluntary 
home mortgage credit program be applied to the financing of insured mort- 
gages in urban renewal areas. 

(26) That provision be made for a gradual reduction of the Federal 
Government’s contribution for the purposes of urban renewal, parallel with 
provisions of corresponding sources of revenue through either general Fed- 
eral tax reductions or the abandonment of specific forms of Federal taxa- 
tion. 

(27) That, notwithstanding the frequent desirability of completely clear- 
ing, replanning, and rebuilding blighted urban areas, consideration be given 
to the attainment of urban renewal objectives through the restoration of 
existing structures and neighborhoods in the interests of economy and of 
the minimization of social disruption. 


SUPPORTING A SOUND FISCAL AND MONETARY POLICY 


The Mortgage Bankers Association considers that the exercise of fiscal and 
monetary management constitutes the most appropriate means by which the cen- 
tral government may intervene to maintain the balance of a free economy. 

As applied to the operations of its members, the association recognizes that 
well-timed and well-administered fiscal and monetary measures will result in 
varying degrees of stimulus and restriction; and it accepts these variations in 
the supply of mortgage funds as necessary and reasonable. At the same time, it 
opposes Government actions which peculiarly overrestrict, overstimulate, or 
result in disadvantageous competition in the private mortgage market. It will 
continue to direct its effort to the creation of conditions that will promote a free 
mortgage market within a free financial market, all elements of which are as 
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equally as possible exposed to the impersonal and indiscriminatory impact of 
fiscal and monetary policy. 

The recommendations previously made in this statement contribute to these 
objectives, especially those calling for the end of governmentally administered. 
interest rates and discounts on insured or guaranteed mortgages, the elimination 
of inequitable tax incidence on certain methods of investing in real-estate equities. 
and mortgages, and the maintenance of the emergency character of any govern- 
mentally sponsored secondary market facility. The association emphasizes the- 
inherent relationship of these recommendations to a sound general credit policy.. 

In the furtherance of the same objectives, the association considers that legis- 
lation is undesirable which commits future administrations and Congresses to 
a long series of payments which are beyond review or modification to conform 
to the changed needs or attitudes of a later time. Examples of this type of 
legislation are the legislation authorizing contracts for public housing and urban 
renewal. The association therefore recommends : 

(28) That legislation relating to obligational authority be reviewed with the 
purpose of assuring wider and more effective scope for the future exercise of 
fiscal management. The associations’ recommendation No. 24 in connection with 
urban renewal would to some extent serve the objectives of this recommendation 
by speeding the time between contract and payment and by leaving the rebuilding 
operation itself more subject to the influence of general credit policy. 

(29) That additional programs of a type binding future Congresses to appro- 
priate without discretion be avoided. 

A common means of defeating the aims of fiscal and credit policy is the 
establishment of programs of direct governmental lending that are removed from 
the influences brought to hear on the private financial market, but that, instead, 
act to interfere with and compete with the flow of funds for private investment 
purposes, especially in a time of stringent credit. These programs are numerous, 
and the tendency with each session of Congress is to add new ones and expand 
old ones. A specific example is the program of direct Government loans for 
veterans’ housing. Another is the direct lending program for college housing. 
Both of these have been expanded each year since their inception. The objectives 
of these programs are laudable, but their claim on the Federal Treasury is no 
greater than.could be demonstrated for numerous other social needs. Each 
expansion argues for a further expansion as well as for extension of the idea 
to other areas. Whenever money is made available at rates of interest below 
the market rate, there is no practical end of the demand that will be created. 

The association believes that, if the program of the Federal Housing Adminis- 
tration were reestablished and broadened as previously recommended in this 
statement, with authority to insure almost any type of loan and to adjust insur- 
ance rates in accordance with risk, many of these special needs might be met 
through a program of mortgage insurance without the requirement for an allo- 
cation of Federal funds. 

The association recommends : 

(30).That the Federal Government pursue a policy of avoiding the 
creation or expansion of direct lending and of seeking means of drawing 
private investment soundly into the areas for which public funds are sought. 

(31) That so long as direct lending programs are continued, they bear 
rates of interest which fully reflect the cost of money to the Treasury and the 
administrative expense incurred by the Treasury. 


MEETING THE NEED FOR BETTER. DATA 


In a complex economy, effective planning by both business and government 
requires an adequate flow of information on economic conditions. Notwith- 
standing the vital role that they play in economic and legislative policy, the 
areas of construction and real estate finance have been badly neglected. The 
collection and dissemination of such information for the benefit of the legis- 
lative and executive branches of government and the interested public, is an 
appropriate function of the Federal Government. Consequently, the associates 
recommends : 

(32) That Congress provide more adequate funds for the conduct and 
publication of statistical surveys on construction activity, mortgage lending 
activity, and sources of investment funds. 


(Mr. Tharpe’s prepared statement follows:) 
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STATEMENT OF ROBERT THARPE, MORTGAGE BANKERS ASSOCIATION OF AMERICA 


Mr. Chairman and members of the committee, my name is Robert Tharpe. I 
am president of Tharpe & Brooks, mortgage bankers of Atlanta, Ga. I am 
chairman of the legislative committee of the Mortgage Bankers Association of 
America. With me is Mr. Samuel E. Neel of Washington, D. C., who is our 
general counsel. 

We are very happy to appear before you and participate in the discussions 
of your committee which are being held to consider various bills affecting 
housing. 

Most of the proposals incorporated in the various bills before your committee 
have, in one form or another, been considered by the associaticn in the past. 
Rather than discuss each bill today, and the association’s position on each 
legislative proposal, I would like to refer the committee to a statement of policy 
on legislation affecting real estate financing which was published by the associa- 
tion on March 15 of this year. I have brought copies of this statement for each 
member of the committee. This policy statement sets forth the suggestions of 
the association on various legislative proposals and subjects for legislation. 
The committee will find that most of the subjects covered by the bills now before 
the committee, or at least most of the proposals embodied in the bills, are dis- 
cussed in this policy statement. Since the statement contains the recommenda- 
tions of the association on all these matters I would like to refer the com- 
mittee, if I may, to that statement for a complete analysis of the various subjects 
discussed, and I would like to ask that it be incorporated in the record of this 
hearing. 

There is, however, one proposal before the committee which I would like to 
discuss briefly. 

This relates to the proposal involved in S. 2791 to create a home loan guaranty 
corporation. We have discussed this proposal with various officials of the 
savings and loan industry from time to time in the past and we have pointed 
out to those officials first that the Mortgage Bankers Association of America 
questions whether any new system is needed at the present time, and second 
that we do not believe any new home loan guaranty system should be estab- 
lished unless it is available to all segments of the financing industry on an 
equal basis. The proposed plan as embodied in 8S. 2791 does not meet these 
requirements. In every instance the new program would benefit savings and 
loan associations far more than any other type of lending institution. For 
example, the net worth requirement for nonmembers of the Home Loan Bank 
System are unduly high. While a minimum of $100,000 capital may, under some 
circumstances, be undesirably low for a system that. places:all responsibility 
on the originating and servicing institution, many competent and responsibie 
mortgage companies have a net worth of less than 1 percent of the amount of 
mortgages serviced. Thus, under the proposal almost all mortgage companies 
would be eliminated in qualifying for the benefits of the system. 

Further, the stock purchase requirements of the bill would operate so as to 
exclude most nonmembers of the Home Loan Bank System. Any stock pur- 
chase requirements in our opinion should be related to the volume of mortgages 
insured under the System rather than to the capital structure or servicing 
account of the participant. 

Also, all participants, whether or not they are members of the Home Loan 
Bank System ,should be required to purchase’ stock in relation to the volume of 
mortgages insured. Under the present proposal savings and loan associations 
would not be required to purchase stock. If. all participants purchased stock 
as mortgages were insured the initial subscription by the home loan banks could 
be in the nature of preferred stock which could be retired as the operations of 
the System became profitable. 

Until, or unless, the proposal is revised so that it is useable by all segments of 
the industry, the Mortgage Bankers Association of America believes that. it 
would be a mistake for the Congress to pass this legislation. 

Finally, the association wishes to suggest to the committee that it consider 
another proposal which is related to, but so far not a part of, the various bills 
now before the committee. 

Very recently the Federal Housing Administration has put into effect a pro- 
gram known as the certified agency program. Under this program, which this 
association is enthusiatically supporting, mortgage companies, which are. FHA 
approved mortgagees, and which have a net worth of at least $100,000, may, 
after application and investigation with the approval of the FHA, be designated 
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as “certified agents” of the FHA for the purpose of initiating and processing 
loans which are to be insured by that Administration. 

Although this program is just beginning, it could very well turn out to be the 
most important advance that the FHA has made in many years, because it en- 
ables properly qualified and supervised mortgage companies to render much 
better service to borrowers and it avoids much of the processing delays which 
now take place before a loan can be insured by the FHA. 

The FHA is carefully supervising this program and to date the operations 
under it have been completely satisfactory. However, the benefits of this kind 
of operation (where the mortgage company initiates the loan, does all processing, 
issues a commitment in the name of the FHA) are not available to veteran 
borrowers who wish to do business through mortgage companies, since the pro- 
visions under which a veteran’s home loan can be automatically guaranteed 
limit the institutions which can use that system to companies which are “super- 
vised” by a. Federal.agency or by a State agency. (Mortgage companies are not 
considered to be so “supervised.” ) 

It is our belief that service which can now be rendered by certified agents of 
the FHA to nonveteran borrowers should be made available to veteran bor- 
rowers. This can be done if section 500 (d) of the Servicemen’s Readjustment 
Act of 1944, as amended, is amended by adding at the end of the first sentence 
of that paragraph the following: 

“or by any FHA approved mortgagees designated by the FHA as a ‘certified 
agent’ and which is acceptable to the Administrator of Veterans’ Affairs,” 

The complete section of 500 (d) as amended would read as follows: 

“Loans guaranteed hereunder may be made (1) by any Federal land 
bank, national bank, State bank, private bank, building and loan associa- 
tion, insurance company, credit union, or mortgage and loan company, that 
is subject to examination and supervision by an agency of the United States 
or of any. State or Territory, including the District of Columbia, or (2) by 
any State, or (3) by any FHA approved mortgage designated by the FHA 
as a ‘certified agent’ and which is acceptable to the Administrator of Vet- 
erans’ Affairs.” 

We believe this proposal wil! be acceptable to the Veterans Administration 
and will be very useful to veterans. The Veterans Administration would, of 
course, always be in a position to determine which mortgage companies they 
were willing to approve for closing loans on an automatic basis, and they would 
be in a position to continue to supervise the operations of any company once 
approved. 


Senator Spaxxman. Mr. Earl N. Parker was due to testify this 
morning. He is simply inserting a statement because he is unable 
to be here at this time. He has asked that his statement be inserted 
in the record and that will be done at this point. 

(The statement referred to follows :) 


STATEMENT OF FARL N. PARKER, ON BEHALF OF THE FAMILY SERVICE ASSOCIATION 
or AMERICA 


My name is Earl N. Parker. I serve as consultant to the standing committee 
of the Family Service Association of America on public issues. The Family 
Service Association of America is a membership federation of 274 of the prin- 
cipal agencies located in most of the cities throughout the United States which 
render counseling and other services to families. Because of its close knowl- 
edge of the problems of families throughout the country including the severe 
problems faced in finding decent housing, the association has had a long-time 
concern with this subject. 

Attached to this statement is a Policy Statement on Housing which was 
adopted by our association in December 1954. I shall not read that statement 
but should like to refer briefly to two paragraphs as follows: 

“To the extent that it is practical and possible, the housing needs of American 
families should be met by private industry. Where severe shortages exist as at 
present, Government should cffer encouragement in the form of appropriate 
credit facilities and other guaranties to encourage private builders to meet the 
needs. 

“In the opinion of qualified experts, more Government participation is re 
quired, however, to meet the need of housing for people with low incomes, 
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wherever these needs cannot be met by private industry. A special need exists 
for Government-sponsored programs for low-income people to provide for con- 
struction of a certain number of units each year. Rents (the largest item), 
tax exemptions, and Government subsidies together provide for the maintenance 
of such housing. 


RECOMMENDATION TO MEMBERS 


“The fact that several million families, including many in their own com- 
munities, are presently compelled. to live in housing which falls far short of 
minimum standards, is a major concern to every family service agency. Along 
with their national association, we urge that they be active in State and local 
efforts to make decent housing available to all families in their respective 
communities.” 

In line with this policy statement, the Family Service Association of America 
has had a continuing and increasing concern over the failures to realize the 
hopes and the promises that we believed we were going to see fulfilled. 

Why have we steadily retrogressed in the effort to attain a minimum of 
decent housing for every family? There are many reasons. A major one, we 
believe, has been a complete lack of conviction on the part of the Housing Ad- 
ministration. The process of meeting all the involved time-consuming require- 
ments for securing approval of public housing projects has so discouraged 
municipalities that most of them have given up in despair. Then the Housing 
Administration points to the fact that only a fraction of the pitifully small 
number of units which might have been processed have been processed, thereby 
apparently proving that there is little or no need or demand for public housing; 
this in the face of the fact that both the Senate and the House committees have 
been steadily collecting evidence of the desperate need for low rental housing 
and the miserable plight of millions of families forced to live in quarters unfit 
for human habitation. 

The public housing program developed in the United States, limited as it 
has been, presents very real problems not easy of solution. 

In the larger cities for some time, the usual pattern of public-housing develop- 
ment has been that of large units of high-rise buildings. Experience has shown 
that the tenents eligible for occupancy have been in many instance, unused 
to city life, and to a considerable extent, unused to acceptable. standards of 
housekeeping, child training, and the kind of communal living into which they 
have suddenly come. 

This has resulted in very difficult management problems. Many of the new 
tenants have come from entirely different cultural and racial: backgrounds. 
Their children have found it harder to adapt to acceptable patterns of life, and 
this in turn has resulted in vandalism and conditions which have bewildered 
and discouraged the majority of families which desired to live and bring up 
their children in a decent, good environment. As a result of such conditions, 
many of the “better” families have moved out even though they may have been 
forced into much less desirable housing. This in turn resulted in a sort of spiral 
of deterioration. 

This condition as found in some of the large, public-housing projects in New 
York City was graphically pointed out by Mr. Harrison E. Salisbury in a series 
of articles which were published in the New York-Times in March 1958. 

A new look is being given to the type of public housing as a result of this kind 
of experience. Low-rent projects are heing proposed in a number of cities on 
the basis of smaller units, decentralized so that the occupants will be less stigma- 
tized, and the concentration of so-called problem families will be reduced. 

Social agencies of various types are becoming increasingly aware of the prob- 
lems of families in these large, urban developments. They. recognize the need 
for counseling, for help in housekeeping and child training, for better planned 
recreational opportunities and for vocational help. . Efforts to this end are 
being made in spite of difficulties of many sorts. 

Many of these families who need help badly have no realization of any such 
heed, are unwilling to ask for it, and are resistant when it is offered to them. 
They are apt to present a multiplicity of problems which require patient, long- 
time effort which the overloaded, understaffed agencies can give only with the 
greatest difficulty. 

This brief presentation has been largely confined to the need for public hous- 
ing. This is because our knowledge and experience relates primarily to the 
desperate need of low-income families which can be met only by that program. 
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We are nevertheless interested in urban renewal and redevelopment as well 
as the rehabilitation of housing which has deteriorated but is still capable of 
being improved and used. 
_ Senator Sparkman. That concludes the list of witnesses this morn- 
ing. 
If there is anyone who is scheduled for this afternoon that would like 
to come on now, we can go ahead for 15 or 20 minutes more. About 
15 minutes more. 

Mr. McLain, would you like to testify now ? 

Mr. McLarn. I would appreciate it very much. 

Senator SparkMAN. You come right ahead. 

Mr. George McLain, president of the National Institute of Social 
Welfare. 

You have some associates with you. Will you identify them for 
the record, please. 

We have your statement and, as you know, the full statement will 
be printed in the record. 

You proceed as you wish. 


STATEMENT OF GEORGE McLAIN, PRESIDENT; ACCOMPANIED BY 
FRANKIE CHILDERS, LEGISLATIVE ASSISTANT ; ROBERT BROWJ, 
HOUSING DIRECTOR; AND RICHARD LOUGHEAD, NATIONAL IN- 
STITUTE OF SOCIAL WELFARE 


Mr. McLarn. I have with me on my left Frankie Childers, my legis- 
lative assistant; and immediately on my right, Robert Brown, our 
housing director. The next gentleman is Mr. Richard Loughead, 
who is a builder, a real estate developer in California. 

Senator Sparkman. All right, sir. 

Mr. McLain. Mr. Chairman, members of the committee, my name is 
George McLain. I am president of the National Institute of Social 
Welfare, located at 200 C Street, SK., Washington, D. C., with main 
headquarters at 1031 South Grand Avenue, Los Angeles 15, Calif. 

Our interest in the housing field revolves solely around programs for 
the elderly and so, naturally, our remarks will be confined to that 
category. 

To make this presentation as informative as possible, two gentlemen 
have flown here from California to join me today. Both have for 
many months been actively working on plans and specifications for low- 
rent housing projects for low-income elderly people. 

Mr. Robert Brown, for many years a staff member of the Federal 
Housing Authority in Los Angeles, is now our housing director. Mr. 
Richard Loughead. is a real estate developer in California’s central 
valley area and has been of great benefit as our contractor in a proposed 
502-unit development in Fresno, Calif. 

I believe their practical field experience in working with elderly 
housing laws will be of special benefit to the committee and so I have 
made my prepared statement as brief as possible and specifically aimed 
at two bills, the committee print, which we received from the chairman, 
Mr. Sparkman, and the administration’s proposals as embodied in 
S. 3399 by Senator Capehart. 

We heartily endorse the provision in both bills which would set up 
a separate section, 229, to encourage the building of rental housing 
for elderly people. 
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We are generally in favor of the administration’s proposals—as far 
as they go—with the exception of the recommended increase in interest 
rates to 514 percent. Under no circumstances do we feel the interest 
rate should be increased above its present level. In fact, we are here 
to propose that it be decreased. 

I will go into that a little more fully later on, but first I want to 
comment on section 105 of the committee print bill, which adds a new 
section, 229, to the National Housing Act. 

We endorse all of the provisions included therein, and most particu- 
larly the provision which would permit insurance on mortgages up to 
100 percent of replacement cost for nonprofit organizations. 

Enthusiastic as we are about the committee print recommendations, 
we do not feel that they zo far enough in enabling nonprofit organiza- 
tions to build low-rent units for low-income elderly people. 

I emphasize “low-income” elderly people because this is the large 
group most in need of decent housing within their ability to pay and 
these are the people we are particularly interested in. 

First, may I suggest an amendment to section 229, and then I will 
briefly explain why we think the addition of these provisions so neces- 
sary to an effective elderly housing program. Our suggested amend- 
ment would embody the following principle: 


Nonprofit organizations with a background of interest in assisting the aged, 
who seek to construct low-rent living units for the low-income elderly, shall be 
given added encouragement by the commissioner who shall judiciously expedite 
these proposals and be empowered to— 


(a) extend the amortization period within such term not exceeding 50 
years as the mortgagor may specify or such longer term as the commissioner 


may prescribe ; and 
(b) approve interest at not to exceed 344 percent per annum on the amount 
of the principal obligations outstanding at any time; and 
(c) establish such regulations as to rents and charges as the commissioner 
deems necessary to assure continuation of the agreed low-rent principle. 
The provision to insure mortgages up to 100 percent of replacement 
cost for nonprofit organizations we believe is a very sound one, both 
from the standpoint of the Federal Government and the elderly people. 
Certainly no question can still exist in anyone’s mind even faintly 
familiar with the facts that there does exist an acute shortage of 
suitable housing for elderly people. And if the rule of “supply and 
demand” is put to work here, we must realize that the “demand” will 
continue to be far greater than the “supply” for several years to come, 
even under the most concentrated effort. Therefore, we fail to see that 
FHA would be taking any appreciable risk in 100 percent financing. 
On the other hand, we find the present 10 percent equity requirement 
almost prohibitive so far as nonprofit organizations are concerned. 
This, when added to the interest rates and discounts on loans now be- 
ing charged, increases the equity requirement to over 15 percent. 
Further, FHA requires the setting aside of a high reserve fund for 
repairs and replacements plus the establishment of a trust fund for 
amortization to guarantee the soundness of the mortgage. We must 
also purchase furnishings and equipment. 
Obviously a nonprofit corporation—although it may be perfectly 
sound financially and stable from the standpoint of supplying the 
necessary administrative know-how and continuity of operation—by 


its very nonprofit nature is not in the position to make such a large 
eash outlay. 
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Further, lending institutions have displayed little interest in tying 
up money in a charitable, nonprofit enterprise, even though its back- 
os yd show it to be unquestionably stable. We believe that 
ong-term loans, directly from the Federal Government, are abso- 
lutely necessary if the elderly housing program is to ever become 
truly effective. 

Earlier I suggested an amendment to the committee print bill 
before you. I urged extending the pay-back period to 50 years 
and reducing the interest rate to 314 percent for those nonprofit enter- 
prises who agree to provide low-rent units for elderly people. 

Let me qualify that by saying that I would certainly not oppose ex- 
tending these terms to cover all elderly housing built by nonprofit 
organizations. But the very real value of these more liberal terms 
are most needed in the low-rent field for the following reasons: 

The monthly rent charged to low-income elderly people must meet 
monthly obligations on the loan, as well as property upkeep, adminis- 
trative personnel, and so on. A longer amortization period with 
smaller interest payments would naturally reduce the sponsor’s 
monthly obligation and consequently make it possible to keep rents 
reasonable for that class of the aged who are most needy. 

As an illustration, let’s assume a project consisting of 500 living - 
units costing an average of $6,000 each at 414 percent interest with 
an amortization period of 40 years. Monthly mortgage payment per 
unit would be $27, plus hazard insurance premium, real-estate taxes 
and maintenance. At 314 percent interest with an amortization period 
of 50 years, the same units would have a monthly mortgage payment 
each of $21.24; the difference being $6.76 per unit per month. 

Now, while this may not sound like a great deal of money to people 
with livable incomes, the significance of $6.76 per month becomes 
greater and greater the lower down the income ladder one goes. And 
when you get to the bottom, where you will find nearly 10 million 
people over 65 living on incomes of less than $1,000 per year, pennies, 
nickles and dimes take on mammoth proportions and $6.76 per month 
less for rent can literally make the difference between an adequate 
diet and malnutrition. 

We have been severely handicapped in operating under the present 
elderly housing laws as contained in section 207, which requires that 
too much of our liquid assets be tied up in one project when many, 
many such low-rent developments are desperately needed. 

Being naturally interested in any other low-rent developments 
which may be completed or in the planning stage, we have done some 
inquiring and have yet to turn up anyone which would be within 
the financial reach of those 10 million oldsters who now live on an 
income of less than $1,000 per year. These are the people who depend 
on small social security checks, old-age assistance, World War I vet- ° 
erans pensions and similar small regular incomes. 

These are the people who need consideration by Congress in pro- 
viding decent living quarters. The senior citizen wants to feel inde- 

endent. He wants to feel that the amount of rent he is able to pay 
1s all that is necessary for the continuity of his housing needs. Few 
want to feel that they are the recipients of a subsidy or charity in their 
housing requirements. 

Some organizations, it is true, have had better luck under the present 
law. But—and let me emphasize this—so far as I have been able to 
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ascertain, they have been able to cater only to that small segment of 
the elderly population already financially able to pay the going rent 
for decent housing on the open market, with or without special elderly 
housing laws. Certainly I do not begrudge or in any way mean to 
criticize their efforts. I simply want to point out that no real prob- 
lem is going to be solved by building elderly projects which require 
several thousand dollars entrance fee plus regular monthly payments 
far and away above the total income of the majority of elderly people. 

As an example, I have included excerpts from a recent publica- 
tion of Aging, distributed by the United States Department of Health 
Education, and Welfare, regarding the construction of a home calle 
Royal Oaks Manor of Duarte, Calif. To quote just a few lines, the 
article reports: 


Two fees will cover the costs to the resident. The entrance fee, varying from 
$5,900 up, depending on the type and location of accommodations, covers life- 
time residency and use of the facilities. The life-care fee of $165 per month 
or a single payment based on actuarial tables covers meals, room upkeep, medical 
eare, and so on. 

The Federal Housing Administration and the Federal National Mortgage ~ 
Association are participating in the financial arrangements. 


I will insert the whole article: 


[Excerpt from Aging] 


California Presbyterians plan new home: On July 23, 1956, the Southern 
California Presbyterian Homes, Inc., opened its first home for the aged, “The 
White Sands of La Jolla.” The home not only has its full quota of 170 resi- 
dents but a waiting list of 100 persons who have made advance payments for 
future openings. 

Construction is about to begin on the second major home, “The Royal Oaks 
Manor of Duarte.” Accommodations for some 200 residents are planned. The 
Federal Housing Administration and the California Welfare Department have 
approved the unusual design—a single, integrated, large unit. It will be built 
on an 18%4-acre estate in Duarte, in the foothill area east of Monrovia, Calif., 
with a private lake, greenhouse, and facilities for many activities. 

Two fees will cover the costs to the resident. The entrance fee (varying from 
$5,900 up, depending on type and location of accommodations) covers lifetime 
residency and use of the facilities. The life-care fee ($165 per month for a 
single payment based on actuarial tables) covers meals from a menu selection, 
basic room upkeep, full medical care, including major surgery and hospitaliza- 
tion, and utilities. Residents withdrawing from the home will receive propor- 
tional refunds of single payments made. Payments made before the home opens 
will draw 38 percent interest until the home opens. After the home opens, a 
reservation on the waiting list requires a $1,000 deposit. 

Each room will have a private bath, with tub and shower combination, and 
closet and storage space. Drapes and wall-to-wall carpeting are provided by 
the home, but furniture and equipment must be supplied by the resident. * * * 

The Federal Housing Administration and the Federal National Mortgage Asso- 
ciation are participating in the financial arrangements. 


INTEREST IN LOW-RENT HOUSING 


By the same token, we have had inquiries from many groups re- 
questing information on the feasibility of constructing low-rent hous- 
ing for the elderly. The most recent inquiry came from a group in 
Butte County, Calif., and for the committee’s information, I have 
also included it in the record to demonstrate .the real interest and 
concern among our citizenry for low-rent elderly housing. I will 
insert the Butte County Department of Social Welfare letter: 
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Butte County DEPARTMENT OF SOCIAL WELFARE 


To: California Institute of Social Welfare, 1031 South Grand Avenue, Log 
Angeles 15, Calif. 


GENTLEMEN: I am writing to you as the acting secretary of a newly formed 
citizen committee in Chico, interested in the problems of the aging. Aware 
that your organization has pioneered in providing adequate and inexpensive 
housing for elderly citizens, I am requesting any information you can give the 
committee that would facilitate a housing project. in this area for this age 
group. We have no definite ideas as to whether such a project would be publicly 
or privately financed at this point. 

Col. F. T. Robson, of our retired citizens, is acting as temporary chairman of 
the committee now working intensively on the problem. We would appreciate very 
much any information that you could give. 

Very sincerely yours, 
JANE JOYCE, Director. 
By Mrs. Lois VEITH, 
Social Worker 11. 


URBAN RENEWAL AND THE ELDERLY 


One very important point which must be considered in overall hous- 
ing discussions is the adverse effect urban redevelopment is having on 
elderly people. While we are in complete sympathy and lend any 
strength at our command to urban redevelopment, its very worthy 
aim of ridding cities of slum areas is working great hardship on 
hundreds of thousands of elderly people, whose extremely low in- 
comes now automatically sentence them to life in the slum areas. 

Where are they to go after urban redevelopment? I think you 
will find this a very real problem facing most of your urban-re- 
development agencies. 

We feel that nonprofit organizations, such as ours, can help to 
solve this problem. Urban redevelopment is a Government function 
designed to benefit communities as a whole. Direct Federal grants to 
communities for this purpose, with little prospect of any of the cash 
being returned, is accepted as desirable. But the job is only half 
done—or perhaps not actually done at all—if the Government interest 
ceases once the now existing slums are torn down. The socioeconomic 
problem of relocation still remains. Where are these people to go 
and find accommodations within their income? On to create more 
slums? 

To illustrate the high percentage of low-income elderly people now 
being affected by urban redevelopment and the problem of relocation, 
I include at this point results of a survey on the large Bunker Hill 
redevelopment area-in Los Angeles, Calif., and a letter from the re- 
development agency of the city of Sacramento. 

Now, the Bunker Hill development shows here how many of these 
peer will be displaced and also the amount of rent that they have 

een paying. Where they are going to go—that is the question. I 
will insert the survey. 


F1iGURES DEVELOPED IN THE SURVEY OF THE BUNKER HILL REDEVELOPMENT AREA, 
Los ANGELES, CALIF. 


es. Bienbernd  marneiaa 5 ik 8, OE cde dnd acdsee 7, 310 

Of this number families of two or more__._._.--.......---..~-...-.--.-= 1, 342 

Of the above total 33.6 percent are dependent upon social security, old-age 
assistance, and other retirement funds. 

SO: ea Ne a a oe kk suk kc 2, 398 

OF Chis Bamber theme 870 260 Coun lessons es is oe wo ne cence 460 
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In 1955, year survey was made, couples 60 years, and older -— rent for a 
dwelling unit from a low of $29.84 to a high of $65. 

Single individuals paid from a low of $22 to a high of $60. 

Sleeping rooms only averaged $34.60 per month. All the above figures are 
monthly schedules. There has been better than a 10- ‘percent increase in the 
above rent since 1955. 


I would like to direct your attention to the last waneanaiid in the 
letter of the city of Sacramento, which says: 


These people are now living in substandard hotels or apartments, and as you 
know, when the time comes for the redevelopment of the section where they 
reside, they must be offered safe, decent, and sanitary housing within their 
ability to pay. It would appear that there would be interest in Sacramento 
for such a project as you have described in southern California. 

In other words, they have no answer for it. They hope someone 


will come along and take them off the hook. I will insert that whole 
letter. 


REDEVELOPMENT AGENCY OF THE CITY OF SACRAMENTO 
California Fruit Building 
1006 Fourth Street, Sacramento, Calif. 


FEBRUARY 21, 1958. 


Mr. Rosert A. Brown, 
Director of Housing, 
California Institute of Social Welfare, 
1031 South Grand Avenue, Los Angeles, Calif. 


Dear Mr. Brown: We are in receipt of your letter of February 6, regarding 


housing in the Los Angeles area for senior citizens. The West Covina project 
sounds very interesting, as a means of providing housing for a group that is in 
need of low-cost, standard housing. 

In relation to the situation in Sacramento, land in our redevelopment area 
would, we believe, be too costly for the type of project in which you are interested. 
However, we believe that there are a large number of persons in Sacramento who 
are in need of such low-cost housing, and it might be possible that there would be 
other locations in the general neighborhood that would be worth considering. 

In our current project of 15 blocks, there are about 500 persons of 65 years or 
more, about 20 percent of the population in the area. In addition, there are 
aproximately 5,000 single persons in our total redevelopment area. A survey 
which was made of the labor market indicates that of approximately 500 single 
persons interviewed in hotels of the labor market area, 125 are over 65 years of 
age. In the 24 blocks of the labor market area, there are over 400 recipients of 
old-age security. Therefore, we have assumed that approximately 25 percent of 
the 5,000 population are 65 years of age or over. 

These people are now living in substandard hotels or apartments, and as you 
know, when the time comes for the redevelopment of the section where they reside, 
they must be offered safe, decent, and sanitary housing within their ability to 
pay. It would appear that there would be interest in Sacramento for such a 
project as you have described in southern California. 

Mr. Loughead of the Rancho Realty & Development Co. has written us, and we 
hope that he will stop in to see us when he is in Sacramento. 

Sincerely, 
(S) MARGARET S. WATKINS, 
Chief, Relocation, 
(For Robert B. Bradford, Executive Director). 


And then the next letter here, on our National Institute stationery, 
is regarding our housing project for the elderly. We have received 
site approval from the FHA and the formal application has been made 
and the project number issued. 

This letter , Lbelieve, will be of the greatest interest : 


Characteristics: Located on 44 acres. Consists of 502 living units. Average 


cost per living unit—just under $6,000. Provides maximum housing for 940 
persons. 
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We are greatly surprised to learn, here on Capitol Hill and over at 
FHA, that this amount of $6,000 average cost per living unit is a very, 
very low figure. We are very proud to point out that a nonprofit 


-corporation can accomplish this. And that this one project will pro- 


vide maximum housing for 940 persons. 


Proposed rental schedule: All units will be furnished and the rental schedule 
includes all utilities. Plan A, $35 per month; plan B, $54 per month for couples, 
$42 per month for single occupancy; and plan C, $37 per month for single 
occupancy. 

Applications: Already the California Institute of Social. Welfare has received 
1,683 bona fide applications from elderly residents in the Fresno area. More 
than 8,000 elderly people statewide have made application for similar living 
accommodations with many indicating readiness to move to any location where 
accommodations are made available. 


That is within the State. The complete letter follows: 


NATIONAL INSTITUTE OF SOCIAL WELFARE 


Following is a brief rundown on our low-rent elderly housing development 
in Fresno, Calif., which has received FHA site approval. Formal application 
(FHA project No. 121-00055-A) has been made. 


SPONSOR 
California Institute of Social Welfare, Inc. 
MORTGAGOR 
Senior Citizens Housing (a nonprofit corporation). 
CHARACTERISTICS 


Located on 44 acres. Consists of 502 living units. Average cost per living 
unit, just under $6,000. Provides maximum housing for 940 persons. 


PLANNED UNITS 


Plan A—222 units with living, bedroom, kitchen, and bath. (For couples.) 
Plan B—216 units with combination living-bedroom, kitchen and bath. (For 


single occupancy or couples. ) 

Pian C—64 units with combination living-bedroom and bath. (For single 
occupancy. These are in close proximity to the community center with cafe- 
teria.) 

PROPOSED RENTAL SCHEDULE 

(All units will be furnished and the rental schedule includes all utilities.) 

Plan A—%65 per month. 

Plan B—$54 per month for couples. $42 per month for single occupancy. 

Plan C—$37 per month for single occupancy. 


APPLICATIONS ‘ 


Already, the California Institute of Social Welfare has received 1,683 bona 
fide applications from elderly residents in the Fresno area. More than 8,000 
elderly people statewide have made application for similar living accommoda- 
tions with many indicating readiness to move to any location where accommoda- 
tions are made available. 

And then here, Senator, is our plot plan, with the community 
center. 

Then the next is the floor plan of the community center. 

Senator Sparkman. You state you have received FHA site ap- 

roval. 

Mr. McLarn. Yes, sir. 

Senator SparkMAN. Have you started construction yet? 

Mr. McLain. No, we just formed our 

Senator SparKMAN. Just ready to go? 
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_ Mr. McLain. That is right. It is up to the FHA now. 

Senator SparKMAN. It is certainly very interesting. 

Mr. McLarn. When did you file it? 

Mr. Loueueap. Last Friday. 

Mr. McLain. Last Friday in San Francisco. 

Senator Sparkman. Good. 

Mr. McLain. And following the community center is our floor 
plan for couples: Living room, bedroom, bath, and kitchen. We are 
incorporating all of the—— 

Senator SparKMAN. How many units, four? 

Mr. Brown. Six under plan A. That is the plan for couples. They 
have a separate bedroom in plan A. 

Senator SparkMAN. All right, sir, thank you very much. 

(The plot plans and floor plans attached to Mr. McLain’s state- 
ment will be found in the files of the committee. ) 

Mr. McLain. I want to say this, our organization—and we have a 
very active and very fine organization in Alabama; your own State 
is very interested in the program. 

Senator SparkMAN. Whereare your headquarters there? 

Mr. McLain. Birmingham, Ala. 

Miss Cuitpers. Jack Kelley, from Haleyville, is president of it. 
Mr. Kelley is a member of the State legislature. 

Senator SparkMAN. Oh, yes, I know him. 

Miss Cuitpers. Mr. Wallace is vice president. Mr. Wallace recently 
won the nomination for governor. 

Senator Sparkman. Thank you very much. It is a program that 
this committee is concerned with. 

We know you have been working at it for several years, trying to 
devise some workable plan to get adequate housing for elderly citizens. 

Mr. McLain. We feel that after 18 months pursuing this subject 
right in this field that we have come up with the answer. 

Senator SparKMAN. Thank you very much. We are glad to have 
had all of you. 

The committee will stand in recess until 2 o’clock. 

(Whereupon, at 12:37 p. m., the committee recessed, to reconvene 
at 2 p. m. this date.) 

AFTERNOON SESSION 


Senator Sparkman. Let the subcommittee come to order, please. 

Other members of the subcommittee are supposed to be here later 
on, but I think we had better get started for fear there might: be a 
call to the Senate. 

Our first witness is Mrs. Ruth Hankins Nesbitt of the American 
Council on Human Rights. 

Mrs. Nesbitt, will you come around, please? We have your state- 
ment,.and it will be printed in full in the record. You handle it as 
you see fit. 


STATEMENT OF MRS. RUTH HANKINS NESBITT, REPRESENTING 
AMERICAN COUNCIL ON HUMAN RIGHTS 


Mrs. Nespirr.. Thank you, Mr. Chairman. 

TI am Ruth Hankins Nesbitt of the American Council on Human 
Rights. Our constituent organizations are Alpha’ Kappa Alpha 
Sorority, Veiia Sigina Theta Sorority, Sigma Gamma Rho Sorority, 
and Zeta Phi Beta Sorority. ae 
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Senator Sparkman. May I ask you, Are those college sororities 
or are they graduate, or alumni, organizations? 

Mrs. Nespirr. They are composed of both. ‘It is a national or- 
ganization composed of undergraduates and graduates. 

Senator Sparkman. All right. 

Mrs. Nespirr. The ‘otal strength of the organization is about 
40,000 people, distributed throughout the United States. 

The American Council on Human Rights is a cooperative program 
of national Greek-letter groups who work for the extension of civil 
rights through social action and education. 

n behalf of the American Council on Human Rights and its con- 
stituent organizations, we wish to express our appreciation for the 
opportunity to testify and present our views on proposed housing 
legislation before the committee. 


FULL OPPORTUNITY FOR ALL AMERICANS 


As Americans, we are interested in the general welfare of the Nation, 
full opportunity for all people: Opportunity for decent housing, 
broader educational opportunity, right to job opportunities, protection 
of individual rights, and at the same time the improvement of the 
society in which we live. 

ACHR believes that better housing for all Americans, including 
the minority groups, is a foremost human rights objective. Better 
housing is a high priority ACHR social action program. 

ACHR supports generally the housing program of the Nation, in- 
cluding that part of the program dealing with slum clearance, urban 
renewal, public housing for people in low economic brackets, sufficient 
middle-income housing and decent housing for those “cleared out,” 
as guaranteed in the Housing Act of 1954. However, our position, as 
indicated in previous testimony before this committee, is that the 
Housing Act or any amendments must apply to all persons without 
regard to race, creed, or color in all phases and aspects of housing and 
must not permit of any segregation or other form of discriminaiton. 

The American Council on Human Rights calls to your attention 
the strong affirmation on nondiscrimination in all American life, in- 
cluding housing, adopted by leaders at the recent summit meeting 
sponsored by the National Newspaper Publishers Association in Wash- 
ington, D. C., May 12-13, 1958. 


SPECIFIC TESTIMONY ON BILLS BEFORE COMMITTEE 


We speak specifically on the committee print, dated May 8, 1958, 
and bills pertaining to college housing, urban renewal, and low-rent 
housing. 

COLLEGE HOUSING 


Bills S: 3213, S. 3281, S. 3351, and others, all variously relate to col- 
lege housing—to increase authorization, to provide financial assistance 
for the construction of science facilities, and to provide equipment, 
classrooms, laboratories, and related facilities. ACHR endorses these 
bills and_particularly the amendments dealing with the broadening 
opportunities for scientific studies. 

I am sure we all agree there is need for scientists in the present age. 
But do we agree that the need is so great that we can allow a stumbling 
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block labeled “segregation” to bar a prospective scientist from a class- 
room? Our council respectfully urges you to amend the above-cited 
bills, so as to limit financial and/or any other assistance to those 
colleges which admit students without regard for their race, religion, 
or creed. 

We do not overlook the fact that there has been some improvement 
in higher education in the South for students of all races since the 
Supreme Court decision of May 1954. _ But in view of the nuclear age 
in which we are now living, ACHR is more convinced than ever that 
in order to meet the burning need for trained manpower there can be 
no denial of education solely because of race or creed. 


URBAN RENEWAL 


We now refer to Senate Joint Resolution 153, S. 3548, certain 
sections of the committee print, and other bills,. 

Again ACHR commends the intent to aid urban renewal by 
authorizing additional funds and to accelerate the processing of 

plications of local public agencies. We also support cooperative 
efforts of smaller communities to fight blight and slums. 

On the other hand, ACHR must point out the establishment 
through urban renew al of racial segregation where racial integra- 
tion previously existed. Negroes and whites have lived together 
- slum and blighted areas. The attached exhibit marked “A” of my 

rt points out many areas of integration to be replaced by projects 
la eled for “white” or for “Negro.” This is a backward step toward 
racial segregation the housing program is taking. 

For example, in Baltimore many substandard dwelling units were 
occupied by white and Negro alike. But the new Waverly project 
will be exclusively for white. Although there are renewal projects 
declared “open occupancy,” nevertheless projects like the Baltimore 
Waverly area constitute segregation through urban renewal. 

We urge this committee that the Housing Act of 1949 and 1954, as 
amended, be further amended to so state that no individual will be 
barred from a redeveloped area on account of his race or creed. 

A recent bill, possibly not before the committee, gives business 
forced to move by urban renewal projects priority to return to the 
redeveloped area. This is commendable. We feel, however, the bill 
should be broadened to guarantee priority of return to any resident, 
particularly a property owner, as well as to a business, without re- 
gard for race, creed, or religion. 


LOW-RENT HOUSING 


The first section of the 1937 Housing Act set certain purposes and 
standards guiding the development of public housing as part of a 
policy sti itement. Many commendable planks are to be found in the 
policy, including the intention not to establish such large develop- 
ments as to constitute communities of one economic class and 
provision of housing for elderly families. 

ACHR believes ‘further that the projects should not. constitute 
communities of one race. The projects for elderly families should 
include older people without regard to their race. We note recent 

25834—58——_51 
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court decisions have declared that qualified applicants cannot be barred 
from public housing solely on account of their race. Decisions in Indi- 
ana and California are examples. We think title III should be amend- 
ed to recognize these principles. 


ACHR RECOMMENDATIONS TO THE COMMITTEE 


1. That any Federal assistance to colleges be made available only 
to colleges which admit.students without regard for race, creed, 
or color. 

2. That redevelopers in a renewal or redeveloped area-shall not 
deny housing to applicants on account of their race. 

3. That both Sateen and ‘home dwellers forced to move by 
urban renewal projects shall be given priority to return to the re- 
developed areas. . 

4. That-no applicant for low-rent housing, in¢luding any urban 
renewal project area used as a site for low-rent housing, shall be 
denied housing on acount of his race, creed, or color. 

(Exhibit A to the statement of Mrs. Nesbitt follows :) 


Present and proposed residential reuse, 138 project areas approved for 
preparation or execution of final plans [excerpted] 





Occupied dwelling units, | By condition of| Pro- 
by color of occupants | units posed 
ile a el ee __| dwell- 
Location and project name | | ing Future occupancy 
| | Non- | Stand-| Sub- | units, 
| Total | White | white ard stand- | total 




















| ard | | 
Alabama: | | 
Auburn: Hare project. ---| 69 | 69 0 0 69 | 75 | White. 
Birmingham: Avondale 493 | 24 | 469 | 117 376 | 800 | Nonwhite. 
Florence: Handy Heights; ('‘) | () | @ | @ () 80 Do. 
Gadsden: | | 
Birmingham St. ---.-- 328 | 15 313 | 63 | 265 121 | White. 
N, Fifth St ---=-| 30 | 20 10 3 | 27 164 | Nonwhite. 
Montgomery: Houston | 601 | 46 555 61 | 540 150 | White and nonwhite 
Hill. | (sep.). 
Arkansas: | | | | 
Yo Little Rock: Central___.- | 240 5 235 | 35 | 205 264 | Nonwhite. 
2° Illinois: | | | | 
| ’ Chicago: 79th and Wes...| None |..------|-- 4 269 | White. 
} Robbins: Project No. 1...| 132 | 0 132 | 31 | 101 | 581 | Nonwhite. 
Hi ¢ Rock Falls: Sand Hills... 246 | 246 0} 22| 224| 402 | White. 
; Kentucky: | 
Newport: Area No, 1__-- 255 210 45 | 14 | 241) (!) Do. 
Maryland: 
o Baltimore: Waverly --_.-- | 192 | 71 | 121 76 | 116 321 Do. 
a e Missouri: | 
; oaae Kansas City: Attucks--- 692 0 | 692 | 265 | 427 | 712 | Nonwhite. 
St. Louis: Memorial 94 42 | 52 | 0 94 | 1,144 | Not determined. 
| ; Plaza. | 
Tennessee: | | | | 
i Johnson City: Fall Street 190 119 71 | 9 181 282 | White and nonwhite 
: | | | | (separate). 
Knoxville: Riverfront_--.. 526 124 | 402 | 16 | 510 | 175 | Nonwhite. 
Virginia: | | 
{ Norfolk: Redevelopment 2, 860 30 2, 830 0 2, 860 | 752 | Do. 
project No.. 1. ‘ 
Richmond: Carver Re- 758 | 5 | 753 | 160 | 598 | 472 | Do. 
development. | 
‘ Roanoke: Common- 444 0). 444/ 205) 239) (1) | Do. { 
i wealth. } | | 
b* | s 
ty . _— _ —- — — —_— — a — - a 7 — ——— fa a ee 
§ 1 Not available. 
Y 1 
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Senator SparkMAN. Thank you very much. 

Senator Payne, any questions ? 

Senator Payne. No questions. 

Senator SparkMan..Thank you very much. ‘We are glad to have 
your statement. 

Mrs. Nespirr. Thank you. 

Senator SparkMaNn. I am going to call on Senator Payne to preside 
over the committee for a little while. 

Senator Payne. Mr. Chairman, if you do not mind, I would like 
to have the privilege of introducing the next witness. 

Senator SparKMAN. Very well, sir. 

Senator, Payne. Mr. Frank Chapman. Mr. Chapman, would you 
sit here, please ? 

Mr. Chairman, the next witness is a man who serves as executive 
secretary of the Maine Municipal Association. It happens to be an 
organization of which I was one of the original organizers during 
the period I was mayor of Augusta, and I later served as a member 
of the executive committee. 

Frank Chapman, who is the present executive secrétary, is a man 
who has done a very great deal in arousing a lot of interest in ¢on- 
nection with the very things that the distinguished chairman of this 
committee,.the able Senator from Alabama, Mr. Sparkman, whom I 
have the privilege to serve with and under on this committee, has 
been working so hard on over the years. 

Because we have certain problems in Maine that perhaps are a 
little different than they are in some other areas, although I do not 
think they are too dissimilar, I would like to have Mr. Chapman 
now set forth some of the things that he particularly feels would be 
of benefit to our State. It has to do particularly with Senate Joint 
Resolution 153, which I introduced for consideration in the hearings 
that are presently underway. 

Senator SparkMANn. Thank you, Senator Payne. 

Mr. Chapman, we are delighted to have you, and we: have a, copy 
of your statement. It will be printed in full in the record. You 
proceed as you see fit. 


STATEMENT OF FRANK G. CHAPMAN, EXECUTIVE SECRETARY, 
MAINE MUNICIPAL ASSOCIATION 


Mr. Cuapman. Mr. Chairman, I do not have any plan to read this 
statement. I would like to make a few brief remarks to. supplement 
some of the material in it. 

Senator SparkMaN. You go right ahead in any manner you see fit. 

Mr. Cuaprman. If you will turn over to-about the fifth page, you 
will find.a letter. As soon as we understood that Senator Payne had 
entered this resolution, our association called a conference among our 
member municipalities on urban renewal to. determine what their 
thinking was on the subject, and tliis is a copy of the letter that we 
sent to them. 

You-will note there that we had a director of slum clearance and 
yrarious other municipal officials who knew what the program was 
about talk té these people. 
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At that meeting, we supplied them with a-statement that we had 
made to this very subcommittee in Portland last December. 

Referring to the third page from the end, we gave them a question- 
naire, and we asked them if they would give us s the best infor mation 
that they had available locally for answers. The last two pages con- 
tain that information in tabular form. 

You will note that by and large the municipalities that we ques- 
tioned reported that they did have urban renewal problems. 

There is only one correction that should be made here. On the 
last page Westbrook should be entered in the “yes” columns. I dis- 
cussed this with the mayor, and before he had a chance to make out 
the questionnaire and return it he unfortunately was taken to the 
hospital, so that, we were unable to get the questionnaire from him. 

Briefly, the remarks that I would like to make have to do with 
the development of Maine communities, the development of the coast 
and other potential power sites.. They grew in a sort of concentric 
fashion. The residential areas slowly changed to commercial and 
then became industrial. The buildings were not replaced. They 
were changed to a different use. Asa “result, we have quite a bit of 
commercial and industrial blight surrounded by substandard housing. 

The age of the communities contributes to the seriousness of these 
problems. By and large, our communities range up to 300 years and 
just a little better. 

The result is along our main streets we have quite a bit of con- 
gestion, a lot of substandard buildings, very narrow streets, and things 
that do need to be redeveloped. 

The problem in Maine with the communities that we refer to here 
today is the fact that the reventies that they have available for this 
type of renewal are almost nonexistent. The other demands for their 
money, school buildings, and so forth, take up most. of it. What 
little they have left over is insufficient’ to secure trained personnel 
necessary to make the studies and to administer this type of pro- 
gram. We feel that with the passage of Senator Payne's resolution 
this can be corrected. 

Further, we feel that the passage of this resolution will do one very 
important thing for the smaller communities. . It will provide them 
with an agency that can train municipal officials to carry out the 
building and inspection codes that will be instituted when this pro- 
gram is developed. We feel that that is very important. Small 
communities, by and large, do not have too many full-time person- 
nel, but to carry out these codes people should be trained, and we 
feel that the agency can well do that. 

We have a legislative subcommittee in our association which is pres- 
ently working on State legislation to supplement S. J. 153 in the 
event that it is s passed. 

Briefly, what we propose to do is to expand the planning division 
of the present department of economic development to encompass 
this operation. This planning division is very well adapted to that. 
Presently it is the State agency for section 701 planning money any- 
way and has been doing an excellent job in the past 2 years, 

In the State of Maine we have a very close rel: anOeeD between 
the State and the municipalities in these programs, and we feel quite 
sure that the State will go along with our thinking and set up a grant 
at least to cover the staff expenses. 
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Why we say that is Maine is one of the States that has attached a 
grant to the present pollution program. They also have a State 
grant in the section 701 housing program. 

I would like to at this time, if you will indulge me, address a few 
remarks in a general way to the urban renewal program itself. 

We are very much interested in it in Maine. We were a little bit 
slow in taking it up. We would like to. suggest for the consideration 
of this committee that you seriously consider putting urban renewal 
on a long-term basis. We suggest this basically i two reasons. 
There are more reasons than that,.but there are two that I would like 
to discuss here. 

First, the length of time involved in setting up the initial ‘project. 
We have one penta in operation in Portland that was in the ier 
ning stages about 1951, and it is presently in its final stages. That 
is avout a 7-year period. 

‘The second point is that in Maine, as'in many other States, in these 
initial programs quite an amount of time is needed to properly explain 
urpan renewal, its aims and objectives, to the people—sort of a public 
eaucation program—so that they will understand and support it. 

We find, for example, that people in one side of a community may 
not even know of the conditions and the necessities in another side of 
the community. They should learn this. -They should understand 
it so that they can give suppert to such a program. 

We. feel. that once the program is in operation this education is 
necessary to prevent misinformation from obstructing. the operation. 

The final point that I would like to:devote some time to is Federal 
support for urban renewal. It has been. suggested that the Federal 
Government reduce its support. We feel very strongly that Federal 
support is, in fact, vital to the continuance of the program. Presently 
most States are unable because of lack of financial resources, debt, one 
thing and another, to give more than token assistance in this program. 
Municipal income in the country today is being stretched: Debi fi- 
nancing is getting close to its limit. . In fact, in the State of Maine 
we are now beginning to adopt districts that issue revenue bonds as 
a Way around our municipal general debt limit. .Our ad valorem tax 
rates are quite high. In some places in our State and I.am sure in 
other States this has tended to the development, at least in part, of 
some suburban areas which will soon begin to feel these same head- 
aches. 

We feel that urban renewal is now off the ground. It is beyond 
its initial or experimental stage, and it should be placed on a sound 
long-term basis so that municipalities may plan even in the future 
for more than one project to take this blemish from the face of our 
country. 

We feel that a jomt Federal and municipal program will do two 
things. It will reduce the existing blight, and it will prevent the 
recurrence of that blight. 

It has been a pleasure for me to have appeared before you today, 
and [ would be happy to answer any questions that anybody. might 
have. 

Senator SparkMAN. May I ask you this question? I am not sure 
that you mentioned it. You speak of “long term.” Do you mean 
10 years ? 

Mr. Cuarman. A minimum of 10 years we would suggest. 
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Senator SparkMAN. Do you suggest the amount / 

You know we have different figures. 

Mr. CuHapMan. Yes; you do. 

Senator Sparkman. The Administration has proposed an ‘amount 
that runs for 6 years a little better than an average of $200 ie 
a year. In a committee print that I prepared I suggested the 10-yea 
program with $3.5 billion, with the privilege of using up to as nial 
as $500 million in any 1 year. 

And in a program suggested by Senator Clark he has a total of $5 
billion over a period of 10 years, with the privilege of using up to 
$600 million in 1 year. 

Mr. Cuarman. I would think that at least in the coming years your 
suggestion of $3.5 billion over a 10-year period would be a minimum. 

Senator Sparkman. I have felt this: That it is more important to 
get the period of time with a sufficient amount certainly for the first 
year or first 2 years of operation, because, as we go along, if the pro- 
gram takes hold faster than it has been doing, once it is off the 
ground, we could always make additional money available. 

Mr. Cuapman. That is correct. 

Senator Sparkman: That is one reason I provided for the flexi- 
bility up to as much as half a billion dollars in 1 year. 

Mr. Cuarman. I believe in that. 

Senator SparKMAN. Senator Payne? 

Senator Payne. The only thing I wanted to say, Mr. Chairman, 
was that I think the position you have set forth is a very realistic 
one, because this return that Frank Chapman has secured from a 
very scattered number of municipalities comes from a State largely 
made up of rural communities, as we would term them nationwide. 
They are not the Chicagos or the New Yorks or the Bostons or the 
Philadelphias. It shows very definitely the fact that there is a broad 
need of urban renewal to be undertaken. It is not just a case of the 
large metropolitan areas of this country. 

Because of that, I think it points up even more clearly than ever 
before the fact that we do need additional flexibility in the program 
to enable some of these places to get off the ground. 

Senator Sparkman. Yes; I think it is a very interesting study, a 
very impressive report. 

Last fall this committee held a series of hearings in different parts 
of the country, and we tried to get different- sized areas. We held 
one, for instance, in the great city of Philadelphia. 

Senator CrarKk. Another in the great city of Portland. 

Senator Payne. I think the present witness recognizes the dis- 
tinguished chairman of the meeting in Portland. 

Senator SparKMAN. Yes. But I was going to tell you about the 
smallest place of all we held one. That was in my home town of 
Huntsville, Ala. 

Senator Payne. A beautiful little country community too. 

Senator Sparkman. It has a population of about 50,000. But it 
has one of the best urban renewal programs that I have seen anywhere, 
which to me is a demonstration of the fact that it is not a program, 
as so many people think, just for the big cities. And as you point 
out, I presume that a great many of these towns you mention here 
are even smaller than Huntsville, Ala. 
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Mr. CuHapMAn. As a matter of fact, we have only 27 communities 
in the State of Maine with a population of between 5,000 and 25,000, 
and all but 2 of those-communities: have answered this questionnaire. 

Senator Payne. We have only one community, Mr. Chairman, that 
is larger than Huntsville. 

Senator Sparkman. I did not know that. 

Senator Payne. That is Portland, Maine. 

Incidentally, I was just looking through this list here. It contains, 
interestingly enough, communities from one end of the State to the 
other. Fort Kent is the most northerly community in the entire State, 
up on the Canadian. border, and there are only 5,300 people there. 
They definitely maintain that they need this type of program, and 
I can subscribe to it. 

Is Kittery on here? 

Mr. Cuarman. They failed to answer. 

Senator Payne. Kittery is the most southern. point, just across the 
border from New Hampshire, which is made up of 8,380, They all 
pretty generally agree that they need it. So you have a pretty wide- 
spread group from one end of the State to the other. 

Senator SparkMAN. While we are talking about our respective 
States, I might mention one point that came out in our hearings in 
Mobile, Ala. That is to the effect that Alabama is the second State 
in the Union in the number of communities with approved workable 
programs. The workable program is a prerequisite to both public 
housing and urban renewal which means the State of Alabama rates 
high among the States in these two programs. 

Senator Clark ? 

Senator Crark. Mr. Chairman, I did not have the opportunity of 
hearing all of Mr. Chapman’s testimony, but I have just had a chance 
to look over his prepared statement, and I think this questionnaire he 
sent out and the answers he got back are very valuable pieces of evi- 
dence to this committee. 

I appreciate that we are going to argue these matters out in execu- 
tive session, but I would like to make this observation at this point in 
the record: In my judgment, what Mr. Chapman has shown in Maine 
in all likelihood exists in most of the other States of the country. 
There is a growing and widening interest in urban renewal and urban 
redevelopment in the smaller communities. 

I do not want to strike a blow for my particular bill here—in fact, I 
know it would be ineffective—but we are not going to be able to meet 
that need te we have in my judgment a 10-year program at $500 
million a ye 

I realize th: at we live ina practical world and we cannot always get 
what we want, but I just would like to put a little plug in the record at 
this point for at least starting high where we know the need exists. 
If we have to come down later in the interest of a compromise, let’s not 
have to come down from a lower level which we all know is not going 
to be high enough. 

I would like to say also that I was very favorably impressed dur- 
ing the sessions of the subcommittee in Portland—where my good 
friend from Maine was kind enough to sit with me and where we ‘took 
some terribly interesting testimony—at'the very real “grass roots” in- 
terest up there on this whole business of slum clearance and urban 
renewal, which Mr. Chapman’s testimony today just emphasizes. 
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I am wondering, Mr. Chapman, if you have given any thought to 
how you are going to relocate these people who are dispossessed by slum 
clearance and urban renewal. 

That is a loaded question on my part. You probably recognize it as 
such. You may recall at the Portland hearings we got into that reloca- 
tion question and there was’ rather substantial opposition to public 
housing in Portland. I believe the present municipal government, 
with the new chairman of the council, a very fine gentleman * whom I had 
the pleasure of meeting, still takes the position that public housin 
is rather tinged with socialism and a “pinko” point of view. But 
do not know how they are going to go ahead any further with their 
urban redevelopment in Portland beyond the project. they are work- 
ing on now unless they take some public housing to relocate these peo- 
ple in. 

When the interstate highway system goes through some of these com- 
munities, where are you going to put those people ; 

Do you have any answer to the relocation problem? Can we find 
some substitute for public housing? Have you any substitute. in 
mind ? 

Mr. Cuarpman. I am not prepared to answer any part of your ques- 
tion that deals with Portland because I have not studied it. 

On the other hand, I think I can make a couple of suggestions in 
regard to these communities that we are speaking of here. 

Senator Ciark. I would be very interested. 

Mr. Cuapman. Most of them are quite small, and in Maine there 
is in many instances housing available in some of these communities. 

The only point involved, of course, is perhaps the price of the rent 
that the family may have to pay. 

Senator CrarKk. Of course. . That to my mind is the vital point. 
Sure, there is housing available. There is almost everywhere. But 
you cannot put these lower-income families in housing where they 
are going to have to pay $60, $70, $100, $125 a month for rent. They 
do not have it. 

Mr. Cuarman. You do not run into that in Maine too much.- No; 
I do not think there will be any great problem for relocating these 
people in housing that is adequate. It might go up. When I say 
“up,” I mean only 5 or 10 dollars a month over what they have been 

aying. 

Portland. does have a problem. Bangor may have one. But by 
and large these others are such that they can be rapidly absorbed or 
assimilated right into existing housing. 

Senator Crark. Existing housing at rents they can afford ? 

Mr. CHarMan. I would say, by and large, yes. It may be 5 or 10 
dollars a month more. 

Senator Crark. They do not have 5 or 10 dollars a week more, do 
they, Mr. Chapman ? 

Mr. Cuapman. I did not say a week. I said a month. 

Senator Crark. Even 5 or 10 dollars a month more. They do not 
have it, do they, in many instances? 

Mr. Cuapman. Before I could say any more I would have to do 
some studying on this. 

Senator Payne. Mr. Chairman, if I might just make an observa- 
tion on that, I know of the tremendous interest that Senator Clark has 
in this matter, and he was just about the most patient person on 
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earth in. holding those hearings up there. He has taken a very real 
interest in the problem in Portland. We were impressed with what 
was going on up there. 

The Maine delegation in Congress, both on the Senate and House 
side, have requested of the housing agency, the appropriate divi- 
sion, that they personally undertake a survey to make certain that 
there is available adequate housing that would take care of the needs 
of those who would be displaced by urban renewal, slum clearance, 
and development in the Bayside Park area, and at prices that they 
can afford to pay. 

When you ask, “Are there adequate places available?” that is one 
thing. Sure, there might be adequate places available but unless they 
are at prices that they can afford to pay and unless they do measure 
up to standards of decency for those people to get into, then, certainly, 
it is going to point up that there is not housing of a sufficient nature 
to take care of the people. 

I merely mention it, Mr. Chapman, because you might not have 
known that, and it is a matter that we are all vitally conc cerned with. 

Let me say this: That the thing that pleases me here about this 
is the fact that, were you to check the record in 1949, in my first year 
as governor, when I ‘proposed the first enabling act with reference 
to housing in Maine, t: aking advantage of the Federal housing pro- 
grams, you would find that T was just ‘able to get the measure through 
the Senate of the State of Maine by a tie vote, broken only by the 
President of the Senate at that time and at my personal request. 
Since that time there has been apparently—and I know there has been 
—a very deep awakening to the fact that this program has great merit, 
has great value to communities, and particularly to the areas of this 
country that are old in origin, that have been established for so many 
years. 

Areas t! 1at once were very prosperous he ave gone into a tremen- 
dously blighted situation and have got to be renewed and swept out 
and changed for the good of everybody concerned. 

So I just want to complime nt you, Mr. Chapman, on what you are 
doing up there with the Maine Municipal Association. 

Senator Chark. Mr. Chairman, I would like to note my great pleas- 
ure at hearing my good friend from Maine make that comment, par- 
ticularly that this study is underway, and I shall be fascinated to see 
what it deve slops. 

I think everybody knows without my saying it what an enormous 
contribution Senator Payne has made to this whole problem during 
the time he has served on this committee in general and while he was 
governor too and how helpful he has been in the current hearings. 

It does occur to me that even though it might appear that Maine 
is in pretty good shape so far as relocation ‘opportunities are con- 
cerned, and with respect to that I think we must all reserve judgment 
until we see the study, Maine is in better shape than many of the 
States. You do not have up there this very real minority problem 
which Senator Sparkman and I have to deal with, where there are 
additional limitations on relocation over and above the purely eco- 
nomic problem. 

Senator Payne. That is true. 

Mr. Cuarman. I might add, Senator, we have a committee that 
is reviewing that legislation that you put in from the point of view 
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of improvements to meet the modernization. They have not reported 
yet, and that is why I have no information on it. 

Senator Payne. Yes. You mean the legislation I put in of 1949? 
Believe me, that had to be cut ‘down to fit the cloth available at the 
time that the legislature would take. That is all I can tell you. 

Mr. Cuapman. That is right. We are going to go to work on it. 


Senator Sparkman. Mr. CG hapman, we are indebted to you for this 
presentation. It is a very fine study, a very fine presentation. We 


are delighted that the Senator from Maine had the opportunity to 
present you. He is one of our stalwarts and a great help to us in 
housing legislation. 

Mr. Craps. an. Senator, it has been my pleasure. 

Senator Payne. I appreciate what the chairman has said, and just 
let me say again it is a great privilege to have a chance to serve with 
him in this work. Heisa great leader 

Senator SparkMAN. Thank you. 

(The prepared statement of Mr. Chapman follows :) 


STATEMENT OF FRANK G. CHAPMAN, EXECUTIVE SECRETARY 
MAINE MUNICIPAL ASSOCIATION 


Mr. Chairman and members of the committee, my name is Frank G. Chapman, 
and I am executive secretary of the Maine Municipal Association. I appear here 
today on behalf of the Maine Municipal Association. The Maine Municipal 
Association is a -voluntary association of municipalities with over 400 active 
members among the State’s 492 municipal subdiviisons. 

The association wishes to appear particularly in support of Senator Payne’s 
bill, Senate Joint: Resolution 153, which is designed particularly to encourage the 
utilization of State agencies to operate on behalf of smaller communities within 
the State to provide effective solutions for urban renewal activities. The 
association would like to ‘briefly add its views regarding some of the proposed 
modifications of the program of Federal aid to urban renewal. 

I would like to develop our testimony in regard to Senate Joint Resolution 153 
under three headings, as follows: (1)-The needs of small communities for 
urban renewal; (2) problems of smaller communities in developing and carrying 
out urban renewal projects; and (3) proposed State legislation. In regard to 
the urban renewal program itself, we would like to develop two points: (1) 
The necessity for placing trban renewal on a long-term basis; and (2) Federal 
financial support of the urban renewal program. 


THE NEEDS OF SMALLER COMMUNITIES FOR URBAN RENEWAL 


The State of Maine, and we assume that this also applies to many other East- 
ern States, has a serious urban renewal problem in its smaller communities. 
Urban blight is and has been a problem in our State for many years. This 
blight consists of both substandard housing and commercial-industrial degener- 
ation. Historically, Maine communities grew up along the coast and along rivers 
and streams that presented potential power sites. As the population and the 
economy developed, these communities grew in a manner similar to concentric 
circles. What had earlier been residential areas, underwent a change of charac- 
ter and became commercial areas and later industrial areas. This type of devel- 
opment has continued for a number of years, with the result that considerable 
blight exists in commercial and industrial portions of our communities with 
adjacent areas of substandard housing. As our communities grew, the general 
practice was to alter existing structures to the new use rather than construct 
new buildings. The result, by and large, is narrow, winding streets, inadequate 
facilities, and undue congestion. 

You will note that appended to this statement is an urban renewal question- 
naire, sent to many of our communities in this population category, requesting 
that they give us their best judgment of the local situation. With few excep- 
tions, blight. of one sort or another exists in all communities. There are, of 
course, one or two exceptions, and these are communities that have generally 
always been residential in character. 
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PROBLEMS OF SMALLER COMMUNITIES DEVELOPING AND CARRYING OUT URBAN 
RENEWAL PROJECTS 


In the past, the urban renewal program has, by and large, been out of reach 
of communities in this population group. There are several reasons for this, but 
pasically, I believe that the limited income of these communities has prevented 
them, because of the costs involved, from hiring the technically trained. person- 
nel to plan, develop, and administer an urban renewal project. In addition, 
municipalities of this size are unable to compete with larger municipalities 
salarywise for full-time trained planning personnel. At present we have two 
communities in this State which are active in ‘the field of urban renewal. Both 
communities report that they are unable to retain planning personnel primarily 
because they are attracted to other areas by higher salary schedules. It is our 
conviction that, if this legislation is accepted, a State agency may be set up with 
salary schedules and workloads that will attract and retain competent planning 
personnel. This State agency would be able to carry on the development of 
workable programs in one or more communities simultaneously. It would have 
personnel ablé to supervise and administer the urban renewal project while it 
was in operation. Further, a State agency such as is. contemplated by this bill 
could serve as a training agency for local officials whose duty it would be to 
police the building and inspection codes that would be adopted with the accep- 
tance of an urban renewal program. To prevent further blight, such training 
programs would be vitally necessary in the small communities. 

You will note that the questionnaire indicates that several small communities 
have local personnel capable of setting up a workable program. Such personnel 
do reside in some of our communities, but generally, they are staff members of 
construction firms or firms of that type. That they would be willing to give time 
and assistance in an urban renewal program is not to be doubted. On the other 
hand, that they would be able to devote sufficient time to the program to keep it 
running smoothly in many instances is doubtful. 

It would seem, therefore, that, with few exceptions, the only real opportunity 
that smaller cities and towns will have to participate in this program would be 
through the creation of a State agency such as is contemplated in this bill. 


PROPOSED STATE LEGISLATION 


Our association has a legislative subcommittee that is presently working to 
develop a proposal to lay before the 99th Maine Legislature, which convenes in 
January of 1959. This tentative legislation proposes to expand the existing 
planning division of the State department of economic development to embrace 
this function. This division presently serves as the State agency in the section 
701 planning assistance program of HHFA. Maine is one of the States that 
presently has a State grant for planning assistance in conjunction with the sec- 
tion 701 program. A proposal will be made to the 99th Legislature that a grant 
be established to support the activities of the planning division when and if it 
undertakes urban renewal supervision. It is anticipated that in the first few 
years the grant will not.exceed such Sums as are necessary to make the State 
agency self-supporting. 

In recent years the State of Maine has evidenced a heightened interest in 
State-municipal cooperation in planning and development. Because of this in- 
terest, Maine is one of the States that has a grant that operates in conjunction 
with the Federal Pollution Abatement Act, as well as section 701 planning. We 
feel quite certain that, if this bill is successful, the State of Maine will recognize 
its responsibility in the field of urban renewal and authorize a grant program. 

You will note that in the statement submitted to this commitee is a statement 
made by this association before the Housing Subcommittee when it met in Port- 
land, Maine, December’ 5 and 6, 1957. The material contained therein relating 
to Senate Joint Resolution 155, under present consideration, applies with equal 
vigor now: 


THE NECESSITY FOR PLACING URBAN RENEWAL ON A LONG-TERM BASIS 


The Maine Municipal Association is thoroughly convinced that the urban re- 
newal program has long since graduated from the initial or experimental stage, 
and has reached the point where serious consideration should be given to the 
establishment of a long-range program with adequate financing. It is our 
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opinion that a 10-year urban renewal program would be an absolute minimum. 
Among our reasons for suggesting a long-term basis are the following: 

First, the length of time from the initiation of the planning steps to the project 
completion can run as much as several years. The first project in Maine was in 
the planning stage prior to 1951 and is presently in its final stages. 

Second, one of the greatest problems encountered by any municipality in in- 
itiating its first urban renewal program is to explain the program and its needs 
to its own citizens. The citizen must be familiar with the requirements of the 
Federal act and with the act’s objectives. He must also be familiar with local 
needs and local conditions. Further, he must understand and be in sympathy 
with the ultimate aims of the municipal planning program. In many instances, 
urban renewal programs have been seriously impeded by virtue of the fact that 
the persons affected by the project did not have the basic knowledge of the pro- 
gram as outlined above. In many instances, misinformation has been circulated 
which has tended to discredit both the’ program and its aims. I am sure that 
many cities and towns across this country must have experienced this unfortunate 
situation. 


FEDERAL FINANCIAL SUPPORT OF THE URBAN RENEWAL PROGRAM 


Continued Federal support of urban renewal is vital to the program’s very 
existence. It is our considered opinion that a reduction in the amount of Fed- 
eral support at this time would result in the severe curtailment of local projects. 
Present demands for State revenues prevent most from giving more than token 
assistance in this field. Municipal revenues and debt-financing abilities in 
recent years have been severely taxed to support programs in other fields. Asa 
matter of fact, it is now being recognized that ad valorem tax rates in many 
municipalities are becoming so burdensome as to act as a deterrent on economic 
expansion. Many suburban areas owe their growth in the past, at least in part, 
to this desire for relief from high urban tax rates. 

It is the position of the Maine Municipal Association that, if any change in 
Federal financing of the urban renewal program is to take place, it should be in 
the direction of increased Federal support and an extension of the authorization 
period to a minimum of 10 years. Urban blight constitutes one of the greatest 
blemishes on the face of the United States today. With an increased emphasis 
on urban renewal at both the Federal and local level, we will, in a few years, 
be able to greatly reduce the extent of blight and insure igainst its recurrence. 

Mr. Chairman and members of the committee, I wish to thank you for the 
opportunity you have given me to be heard here today. I know that the citizens 
of my State will have an increased opportunity for better and more satisfying 
lives as a result of the careful deliberations of this committee. 


MAINE MUNICIPAL ASSOCIATION, 
Hallowell, Maine, May 2, 1958. 


Dear Srr: As you may know, Senator Payne has introduced a resolution that 
would amend the Federal Housing Act (urban renewal law) to permit the crea- 
tion of a State agency to assist municipalities of under 25,000. population. with 
their urban renewal and redevelopment problems. This particular proposal was 
strongly supported by the testimony of this association and others at the commit- 
tee’s hearing in Portland last December. 

Senator Payne has recently informed me that this proposal will be heard by 
the Senate committee about May 20, and has requested that the association 
appear and present its views. 

In order to properly present the views of this association, it was felt that a 
meeting should be scheduled to discuss various aspects of the urban renewal 
program and what its application would be in Maine if it were enacted. A meet- 
ing has been scheduled for Wednesday, May 14, at 10 a. m., in the city hall, in 
Hallowell. At that time. Mr. Miles Weaver, Director of Slum Clesrance and 
Redevelopment, Portland, will discuss and explain urban renewal programs in 
general. Mr. Sulo- Tani, of the State department of economic development, will 
discuss section 701 planning programs and their relation to urban renewal and 
redevelopment. I will briefly describe the proposed legislation. Mr. Julian Orr, 
city manager of: Portland, has agreed to answer any questions that may arise 
regarding policy, administration, and other problems related to the operation of 
such a program. 
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We are particularly interested in getting statistical information to support the 
position that may be taken by the association. We are well aware that in most 
instances this information will represent at best a hasty analysis and judgment 
of the local situation. We would be particularly pleased if you would consider 
the following items and give us your best judgment regarding them: 

1. Is the establishment of an urban renewal or redevelopment program desir- 
able in your community? 

2. Would your community undertake one or more urban renewal projects if 
the proposed program were established in this State? 

8. Are*there any local personnel capable of setting up a workable program? 

4. Would your program be based substantially on substandard housing, sub- 
stantially on commercial and industrial blight, or practically equal parts of both? 

5. Have you an estimate of either the number and size of areas needing rede- 
yelopment or any costs that might be involved? 

6. Have you a section 701 planning program in operation, in process of appli- 
cation, or under active consideration by a local group? 

We would appreciate having you discuss this with other members of your 
municipal government and particularly the chairman of your planning board. 
We would strongly urge that either you or a representative be present at the 
meeting in Hallowell. 

Sincerely yours, 
FRANK G. CHAPMAN, 
Eeecutive Secretary. 


STATEMENT OF THE MAINE MUNICIPAL ASSOCIATION MAbDE BrerorRE THE HovusING 
SUBCOMMITTEE OF THE SENATE BANKING AND CURRENCY COMMITTEE IN PORTLAND, 
MAINE, DECEMBER 5-6, 1957 


The Maine Municipal Association is a voluntary association of municipalities 
with 400 active members among the State’s 492 municipal subdivisions. 

The association’s principal interest in appearing before this subcommittee is its 
desire to see the urban renewal program broadened sufficiently to make it more 
attractive to municipalities of 25,000 population and below. The State of Maine, 
in particular, and we would assume that this applies to other so-called older 
Pastern States, has a serious problem because of the fact that many of its cities 
and towns have existed from colonial times and have grown during this period 
in a sort of haphazard manner. It is undoubtedly true that blight of one sort or 
another has been active in this part of the county for over 150 years. Our sea- 
board commmunities are particularly good examples, as they show very definite 
evidence of the concentric development of residential areas, the degeneration 
to commercial and industrial areas, and finally to blighted conditions, with this 
step-by-step procedure being repeated as the communities grew away from the 
waterfront. Much the same treatment may be made concerning communities 
that grew up around natural power sources, such as waterfalls and the like. 

Another very serious problem that confronts the community in carrying out the 
urban renewal project is the present scarcity of full-time planning personnel. 
Maine, unfortunately, has served as a steppingstone in the training of municipal 
planners. Recent planning graduates coming to the State achieve 2 or 3 years of 
local experience and then move on, attracted by higher salary schedules in other 
areas, Even our larger communities experience this unhappy situation. 


URBAN RENEWAL ACT 


In many instances the administrative procedures required under the Urban 
Renewal Act unduly extend the time period between the application and the actual 
operation of the project, to the detriment of the community and the people involved 
in the project itself. 

The association would therefore recommend : 

1. In regard to the matter of the scarcity of full-time planners, we would sug- 
gest a possible remedy : 

To consider liberalizing the advance planning procedure so that a State 
agency, properly designated, might receive the planning loan, and either carry 
out the actual planning itself or work in conjunction with the community 
in developing the community’s workable program. This suggestion might 
work particularly well in Maine, as we have a history of State-municipal 
cooperation in the 701 planning-assistance program, 
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2. In regard to the matter of accelerating the operation of the urban renewal 
program, we would suggest for your consideration the following recommenda. 
tions: 

(a) In reference to the matter of land acquisition, it would be our sugges- 
tion that serious consideration be given to separating the loan contract from 
the final grant contract. The objective in this case would be to permit the 
community to undertake immediately the problem of acquisition of land in 
project areas as soon as project eligibility had been established and the reloca- 
tion plan approved. It can be seen readily that this would extend the time for 
the solution of relocation problems considerably and thus reduce delay in 
carrying out the redevelopment program. Further, it would make available 
immediately a means of purchasing properties from owners who wish to relo- 
cate voluntarily and who have an early opportunity to relocate. Finally, it 
would enable the community to show actual progress in its program, and it 
would aid in the development of good public relations. 

(b) Considering the matter of Federal review of local action, certification, 
so-called, we would suggest that thought be given to legislation and admin- 
istrative procedures that would enable the Urban Renewal Administration 
to accept statements or certifications from the local public agency or proper 
State agency as to the determination of the predominately residential exist- 
ence of a general plan, etc. If the Administration could accept such 
certification, administrative procedure would be considerably streamlined 
and the time element reduced. It would be our position that the Federal 
Government should recognize local governments or proper State agencies as 
responsible and fully capable of making competent and honest determina- 
tions of such matters. In regard to the matter of the requirement that such 
projects deal almost wholly with the elimination of substandard housing, 
and because of the unusual situation in Maine as set forth above, we would 
suggest that consideration be given to legislation to broaden the Federal 
Housing Act to permit a full-scale program of urban redevelopment. In 
many Maine communities, and we are sure this must apply with equal import 
in other. States, commercial and industrial blight is considered a prime 
generator of housing blight. To permit this-generation to long continue, we 
feel reduces the effectiveness of many renewal programs. The present re- 
quirement of a substantial amount of housing in the so-called 10 percent 
projects should be entirely eliminated, and the percentage of total capital 
grant authority should be substantially increased to permit the elimination 
of these particular blight producers. 

8. In regard to the urban renewal program itself, it is our feeling that the pro- 
gram has graduated from the initial or experimental state and has reached the 
point where consideration should be given to the establishment of a long-range 
program with adequate financing. It would be our opinion that a 10-year renewal 
program would be an.absolute minimum. ‘The adoption of such a program would 
assure municipalities of continuity, and enable them to develop effective and 
continuing programs at the local level with the assurance that Federal aid will 
be available on a constant and continuing basis. Further, many smaller com- 
munities are reluctant to undertake a campaign for local acceptance of an urban 
renewal project without the assurance of a continuing program. To gain a 
favorable mood toward adoption of a renewal project at the local level in many 
instances involves a long and arduous program of education and explanation. 


CONCLUSION 


The Maine Municipal Association is thoroughly convinced, and statisties tend 
to indicate, that the lion’s share of the tax receipts of local government, State 
government and the Federal Government come from the urban areas of this 
country. To permit the continuance of blight, including commercial and indus- 
trial blight, prevents each governmental level from realizing adequate tax reve- 
nues from these areas. Blighted areas make the greatest demand upon municipal 
services, and as a result, require a greater percentage of tax dollars than 
corresponding neighborhoods. 

It is our considered opinion that the continuation of the urban renewal pro- 
gram on a Federal-local partnership basis is vitally necessary. We feel that the 
program’ should also be broadened in scope and increased in size. It is our 
opinion that the establishment of a continuing program. should be given serious 
consideration, as we firmly believe that only through a continuing program can 
the municipalities of this State, and of other States also, achieve the complete 
elimination of slum and blight conditions. 
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May —, 1958. 
Town of oe ee eee 
1. Is the establishment of an urban renewal or redevelopment program desir- 
able in your community? 
2. Would your community undertake one or more urban renewal projects if the 
proposed program were established in this State? 
8. Are there any local personnel capable of setting up a workable program? 
4. Would your program be based substantially on substandard housing, sub- 
stantially on commercial and industrial blight, or practically equal parts of both? 
5. Have you an estimate of either the number and size of areas needing rede- 
velopment or any costs that might be involved? 
6. Have you a section 701 planning program in operation, in process of 
application, or under active consideration by a local group? 
Signed : ———— ———— 
Title: ——————— 


Urban renewal questionnaire—Consolidated returns—May 14, 1958 


Question Nos pacer 1 2 3 4 5 6 
Auburn, 23,134__- ; ine 5 OR cccka 8 No. Both_- ..| No.. Yes.__. 
Augusta, 20,193- . -. Rais ..| Yes... No... ls ot - | wee. 
Bath, 10,644___- eceagetet Wess Vie occ No...-| Commercial.| 1 to 24% | Yes. 
acres. | 
Belfast, 5,960__- - Yes... | Yes... --| No..-.| Both- ..| No No. 
Biddleford, 20,836_____- we, ee No op._.-- Ott. sonese.. | 1,000 acres_».| No. 
Brewer, 6,862 EOB.20 Bon dgwitnss LENE do No- | Yes: 
Brunswick, 10,996_-- Yes... Yes No do No. ..| Yes. 
Calais, 4,589 Yes... Yes... Yes... do.......| No... --| Yes. 
Caribou, 9,923 Yes x ..| Housing__-- ..| Yes. 
Cumberland, 2,030- No ..| No.. ae 2) IO es cn : | Yes. 
Fairfield, 5,811 Not now_. No. No No op..-- No. 7 or aa 
Farmington, 4,677. - Yes | Yes... No Housing.....| No-- ...| Yes. 
Fort Fairfield, 5,791-- Yes... | Yes_. Yes... ia... Na No. 
Fort Kent, 5,343. . Yes: . Yes Yes...| Both No. acs) SOB. 
Freeport, 3,280 No No No. No None...- Yes. 
Gardiner, 6,649 Yes Yes__. Yes Housing._...| No. _.| Yes. 
Gorham, 4,742 i ¥es Yes do... 10 acres - -. Yes. 
Houlton, 8,377. - Yes... Yes... Yes_..| Both. 4 and 6 | Yes. 
acres. 
Kittery, 8,380__. | | . ere 
Lisbon, 4,318 Yes_- No op No. Commercial_| 2 of 2 acres._| Yes. 
Mars Hill, 2,060 Yes_- Yes _- ..| Yes...| Both No.... -.| You 
Millinocket, 5,890. BM a ticki TOs No. Housing.....| No...---- No. 
Norway, 3,811_- aned O'S Glan ooos cel Peeas Tee... @o...5: No : | Yes, 
Old Town, 8,261 Yes Yes No____| Both No.. ..| Yes, 
Orono, 7,504____- No No None _.| No. 
Pittsfield, 3,909 Yes Yes... Yes___| Housing No J4..0) Yom 
Presque Isle, 9,954 weeks Tete. No do 6 areas san)’ a 
Rockland, 9,234 No op | - ‘ 
Rumford, 9,954 "ee... Yes No.. Both... Yes nes el 
Saco, 10,324 Yes Not now Yes | do No.__._- <r a: 
Sanford, 15,177 Yes ..| Yes Yes... do Yes _...| Yes. 
Skowhegan, 7,422 ‘ Yes... . To... No | Housing 60 acres_____| Yes. 
South Portland, 21,866 | Yes Yes : No | Both 6 square Yes. 
| | mile. | 
Stonington, 1,660 : ..| No op... No op No Housing No : Yes. 
Union, 1,085 x do : do No bse ; ive 
Van Buren, 5,094 s ..| Yes es ..| Yes_..| Both No... _“| No. 
Waterville, 18,287 c ‘ Te... py Bae Yes__.| Commercial_| No-- ..| Yes. 
Westbrook, 12,284_. 


Winthrop, 3,026 Yes __| ¥es 
Wiscasset, 1,584 e : 
Yarmouth, 2,669 


Yes___| Both $75,000._____| Yes. 





No op.—T his indicates that no opinion was expressed regarding this question. 


Senator Sparkman. Monsignor O’Grady, one of our oldtime 
riends, who has been with us many, many times is next. 
f Is, who has | th us many, many times is next 

Father O’Grady, we are delighted to have you here again. 

May I say this: I am due to be over at the Foreign Relations 
Committee, and I have asked Senator Clark to preside. I will read 
your statement carefully, and I am delighted that you are here. 

If you will excuse me now, I will go on. You know, we have not 
devised a way yet to be in two places at the same time. 
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STATEMENT OF THE RIGHT REVEREND MONSIGNOR JOHN O'GRADY, 
SECRETARY, NATIONAL CONFERENCE OF CATHOLIC CHARITIES 


Father O’Grapy. I understand that, Senator. 

Thank you very much. 

I thought that I would not go into too much detail today. I 
thought that I would confine myself to certain basic principles under- 
lying this whole program. 

I happen to be one of those who has lived with this program since 
its beginnings. I.suppose I happen to be one of the original pro- 
ponents of public housing. I remember the studies of the slums and 
I remember all the literature that we poured out on the slums. One 
of my students made a study of the first slum analysis of Cleveland. 
I participated in that study. 

I know the thiings that we used to say about slums, some of the same 
things you are saying about ther now in Portland, Maine, that some 
of your businessmen have not come to see yet. 

We thought that once we got these slums cleared we could build 
houses. We associated them with delinquency, the destruction of 
family life, and all the ills to which. human beings are exposed. We 
had felt that once we had cleared the slums, we could build houses. 
We used to call this public housing in. the beginning “municipal 
housing,” those of us who pioneered. 

I shall forever remember the first meetings of our National Housing 
Conference, of which I happened to be one of the organizers. We 
felt that it would be a matter of time. We did not think, of course, 
as did the great experts who succeeded us, that we could clean out 
whole areas and replace hundreds of thousands of people. We did 
not minimize it.the same as I am afraid the urban redevelopers have 
done in the past 2 or 3 years. 

But we thought that maybe we could have some repairs in that too. 

We inherited that from the twenties. We were not the first to 
begin it. We thought we were sometimes, some of us. We thought 
we were the people who originated it. But we did have some out- 
standing figures in our cities in the twenties. people like Lillian 
Wald in New York, with whom I used to climb tenement steps in 
New York.City way back in those days. She had a vision of doing 
something to improve the tenements without necessarily tearing down 
all the housing units. 

When we thought in those early days, and even in the early 
thirties, about tearing down housing units, we thought about it as 
a gradual process, not these huge clearances that we have come to ever 
since; that the experts have led us into. 

We had, of course, a rather simple, naive attitude that once we got 
housing for people that somehow or other all these things would 
clear up. 

In the beginning, in 1931 and 1932, along there, we had given a 
good deal of attention to building houses for the underprivileged. We 
had thought about people, of course, at that time, and here is a con- 
cept now that has changed a great deal. We had thought about hous- 
ing for poor people, and, of course, at that time we had a rather pes- 
simistic attitude, like the British had, that if you were a poor person 
maybe you would always remain a poor person. But that concept has 
heen changing, and that is the kind of thing you have to keep in 
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mind in all these new programs—that that sort of a concept is not 
in harmony with the philosophy of a dynamic society where we get 
what we learned from the Germans in the old days, the circulation 
of the elite—in other words, people coming up from the bottom all 
the time. 

We saw an opportunity coming along when the Recovery Act was 
promoted by the Democratic administration in the early part of 
1933. We had $3%, billion for public works. And some of us said, 
a few of us said, “Now, let’s include housing in that.” 

I shall forever remember one evening I went with the late Mrs. 
Kingsbury Sinkovich, who was our pioneer—we were just followers 
in that time—and we hoped to write into the Recovery Act a-provi- 
vision for low-income housing. That was really the first large provi- 
sion we had had for housing in the United States, for public hous- 
ing. What we called in the early days “municipal housing.” 

In the beginning we watched the first group of houses rise. I re- 
member I used to go around to visit these houses. I wanted to see 
what kind of people acquired the houses and how long they remained 
there. Because we had, you see, this subsidy idea which was a tem- 
porary subsidy. We assumed that, after all, the people weren't going 
to remain in the houses very long and that it was going to lift them 
up, improve their family life. 

These were some of our concepts about this original public housing. 

I am saying this in preparation for the sort of disillusioning experi- 
ence we cavoteui going through recently. 

These houses were not these high-rise things. These we got from 
the experts afterward, 1 presume maybe long after 1937 when they 
felt that we pioneers had done enough, and our day was done and 
they would take over from us. That was what they professed to do, 
and that is what they actually did. 

Our ideas, I think, were realized in the first groups of houses, the 
first groups that I have seen in a city like Cleveland. We thought 
that our original ideas were realized in those houses. They were row 
houses. The people in there, the families there, were not broken 
families. They seemed to be the ordinary low-income American 
family that lived in our slums. 

The large-scale units had not yet come, and I think that has been 
one of the tragedies of this housing movement. We felt that we were 
making progress with these families in the beginning. 

Then, of course, when we compare our experience in dealing with 
the conditions that prevailed in the slums, even in our early slum 
studies, and the conditions that prevailed in those first housing units 
that we built, with the conditions as we find them in our public 
housing projects at the present time, we have a rude awakening, 
and this is generally true. We have very large numbers of broken 
families. Many of the things that we said earlier about the slums can 
be said with equal truth about the housing projects that I visited 
in New York City within the past month. -I have never seen anything 
a closer approximation to disorganization, to disorder, to chaos in 
the American community. I have never seen anything like it even in 
the slums. 

Because let us remember that in the slums, with all their problems, 
we had certain assets. We had certain bonds of unity there. These 
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represented immigrant groups. They were gathered around the 
church there in the neighborhood. There was a certain bond of union 
that bound them together. 

But then, you’see, as we spread them out, as we placed them in 
these high-rise apartments, something has happened to the original 
bonds of union, those original etlinie and religious bonds. I think 
that again is another thing we have got to keep i in mind in studying 
the problems of the American city today : What will we substitute ? 

It isnot sufficient for us to build houses. 

I want to keep that in mind in my housing crusade and in my 
crusade for the study of a new approach to the American city today. 
And what are we going to do? 

I am on the trail.of the new housing authority in New. York City, 
and I said to one of them only 2 days ago, “I am going to be on your 
trail. I have been around in these projects of yours, “and you know 
the chaos that prevails, and I want to be able to study what you folks 
propose to do about it.” 

And I said, “I am not.going to be satisfied with words or with 
theories and with techniques, but I want to see what can be done to 
remedy the chaotic conditions that prevail in these housing projects.” 

We have tried the housing. We ot given all the experts a chance 
of deciding what we should do in housing. And, of course, unfortu- 
nately, we have not kept up.a civic interest, in that movement. A few 
of us have remained in it, but of the original group very few have re- 
mained. We have no substitutes for that. And the technician has no 
substitute for the chaotic condition in the American community. I 
think that is the thing we have always got to keep in mind. 

I think for this reason it is time that we faced up to a new approach 
in public housing. I think we have got to face the realities. ‘The 
Federal Government blames the local housing authorities, and the 
local housing authorities blame the Federal Government. They say 
they have been too restrictive. But I suppose I would be inclined to 
share the blame equally between both at the same time. 

I am saying I do not think we have had the type of leadership from 
the Public Housing Administration that we should have had na- 
tionally. I have said that openly, and I am going to keep on saying 
it. Neither have we had the type of leadership we should have from 
the local housing authorities. 

I know there are variations, and I would not want to put them all in 
the same category. But 1 am simply telling about housing authorities 
that I know. When I get into a city I do not get my information in 
regard to housing authorities from the authorities. I drift into these 
projects. I drift around from one place to the other and I talk to 
the people, you see, in the neighborhoods, and I get my information 
about chaos and about riots, and all these other things. Anything you 
might say about. them would be true. And that is the question we 
have got to keep in mind. 

We hav e, of course, on the other side, the whole question of reloca- 
tion. 

If I could find any program of relocation, I would travel a thousand 
miles to see it—actual relocation. I have seen it on paper. At the 
last meeting that Mr. Cole’s office called, I challenged them to take me 
around, that I would take time off to go around with their regional 
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people to see the actual cases, study them case by case, to see how 
many they had actually relocated. Not just on paper, because that is 
what you are getting in here in Washington. You are getting paper 
relocation organization. 

I can very well remember the old story of Detroit, which I have 
exploited maybe too much, but I think it can be duplicated by my 
evperience in other places. I got. hold of some of the young men 
down along the line, and they told me, “Now, we will show you where 
we think they have been relocated.. Remember, we are not telling you 
we have relocated one person, because we have not relocated one person 
in Detroit.” 

The mayor says I did not tell the truth and all that sort of thing. 
But [ am simply telling what I saw. 

Then they took me into the midst of this area, and they said, “Now, 
if you can find entrance to these houses along these streets, we think 
that you will find some of the people in there. We could not get in.” 

So I went along the street, and, of course, the first two places I 
tried I failed to get in. But, anyhow, I made friends with some of 
the people along in the block, and they finally invited me to visit their 
own houses... So I saw the overcrowding. And the folks told me where 
they had come from—from the downtown cleared areas. 

I traveled around those blocks and saw people day after day and 
hour after hour. That is how the people relocated themselves. They 
might have told them that there were opportunities for relocation 
there, but not one of them had been relocated by the Detroit Housing 
Commission. 

Of course, some of the people at the top of the Commission would 
deny all this. Maybe they will have to deny it if I keep on. But my 
information came from the people far down along the line. 

I do not see any hope of going ahead on this thing without a public 
housing program. 

One of my disciples has been raising a good deal of disturbance in 
Maine, in Portland in Maine, about this very same thing, and I keep 
on working with him all the time. 

Senator Ciark. Monsignor, let me interrupt to say we found him 
a fine public-spirited citizen who made an excellent presentation. I 
think I speak for Senator Payne as well as myself. We are well aware 
of the good work he is doing there. 

Father O’Grapy. I have tried my best. I have accepted the advice 
of the technicians of the committee and I have established contact 
with him and I am bringing him inte.a new project that I have now 
in Lackawanna, N. Y. An organization of all the citizens of all the 

communities, all churches, every creed. That is what I have been 
trying to get him to do, because I think that is the only hope, one of 
the hopes, in our communities, that you get real citizen organizations. 
I think that is the basic hope of the American community, at the pres- 
ent time, but it has got to be all groups, not just technicians. 

I can see the great value in what Senator Clark proposes here, to 
tie this up basically to urban renewal. Urban renewal is popular. 
We all know that. It has many limitations so far. The biggest limi- 
tation is that there is virtually no relocation. They have forgotten 
about that, and they have forgotten about housing. 
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I have said that to them many times openly at their meetings—that 
“vou people who are charged with redevelopment have forgotten 
about ousing for the people that you have dispossessed.” 

Senator CLarKk. Let me suggest to you, Father, that what is going 
on is they have got their minds set on improving and redeveloping a 
lot of real estate and they forget about the people. 

Father O’Grapy. You have said it more eloquently than I could 
Senator. 

In other words, they have forgotten about people, and they are 
thinking in real estate terms about write-downs and then al) sorts of 
other things besides housing for people. They have forgotten that. 
I have challenged them in this respect—this young man in charge, 
I have pointed out to them, has forgotten about it. And I think 
they have, for the most part. They have forgotten about housing 
for people. And we have to think about. housing for people. 

I do not think we can move faster. We have moved too fast to 
provide a housing program. We have very little housing for low- 
income families and for middle-income families. On the new section 
221, I have watched it in a few cities. I have been in touch with 
the regional offices of FHA, and I have tried to figure out how far 
section 221 in the Housing Act was providing for them, and I would 
say in a very limited way. 

You have got certain areas now in which they have made a begin- 
ning in the use of section 221. That is, for housing people in the 
areas from which they have been removed. 1 think if only the people 
had more understanding of their rights. That no civilian agency can 
dispossess people without an order from the sheriff, and the sheriff 
is not going to issue such an order without a court order. We have 
tried that in this project of ours in Lackawanna. We have experi- 
mented with that, and the judges have kept on putting the cases off 
for 6 months, for 6 months more, until these authorities could show 
that they had some housing for the people. 

The people themselves had gone out. Their own committees had 
gone out to search for housing for them, and they came in and testi- 
fied before the judges, you see, that there was no housing available 
for them. 

I would like to see more efforts made to mobilize the people in 
these respects and have them present their cases to the courts, you 
see, so that they would not be removed from their houses until new 
housing units have been available. 

We have been unmerciful in that respect—-and especially the high- 
way people. The highway people had no consciousness until in Lack- 
awanna they were brought into court, you see. Then they had to 
stop. The judges ordered them not to dispossess these families until 
there was housing available for them. 

Just a word about the new front, as I would envision it, in public 
housing. I think you people, the members of the committee, are 
fairly well along in your thinking, and I am not sure that I am offer- 
ing anything too new. But I am suggesting that we take a new look 
at the concept of public housing. 

Some of us in the very beginning, when we were approach- 
ing the 1937 act, had suggested at the time that we ought to make 
this a stepping stone, that we ought to make public housing a step- 
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ping stone toward ownership, just like we have done, for instance, 
for farm families under the Bankhead-Jones Act. We enable them 


to buy houses, to buy land, under a 40-year mortgage, and we allow 
them to ac celerate it. They can pay out in 10 years if they want to. 


They have an opportunity of accelerating their payments. I do 
not see why that same concept cannot be introduced into public 


housing. 
> Why is it that we have to keep people in public housing forever ? 
Why can they not own their houses? Why should we not encourage 


them to own their houses? 
It seems to me that this concept should be introduced into public 


housing, and I think it ought to be very well made a step toward 
: ownership. 
° I think that isa very important concept. 

Moreover, we ought to think about the type of housing more. These 
. high-rise apartments that we have de velope d I do not think are proper 
: places to raise families, to bring up families and children. I think 
; we ought to think about smaller units and spreading them out, not just 
: bringing them all together in one part of the city. ‘We ought ‘to think 
, seriously about this matter of smaller units, and emphasize, I think, 
i this concept that you have introduced into this bill of making the best 

use of the houses that are standing in the area. 

" That was a concept that we had in the twenties. We thought not 
. only of tearing down all these houses but seeing how many of them 


we could reclaim, you see. I think that is another very interesting 
. concept that needs to be kept in mind. 
ff There is a basic concept, I think, in this whole area, and I think the 
. recleve lopment pe ople have not thought it out 

Senator CLark. Monsignor, excuse me for interrupting. Senator 
if Payne and I were both interes sted j in What you were saving, and I won- 
. der if you have hada look at S. 3064.and my bill S. 37 91? 

Father O'Grapy. I have looked at your bill, yes. Oh, yes; that is 
d the general plan. In other words, I think we have got to take a new 
look at this whole question of the relationship of urban renewal to the 
making over of our cities. Are we going to keep on tearing down all 
these houses in the center of our cities? Or is it getting to the point— 
on Thave said this many times about New York City—where in New York 
City only the very rich and the very poor can live on Manhattan 
= Tsland ? 


seems to me we have got to take a look at this idea again of re- 
It { | t to tal lool | 1 f 1 


h- building the old areas from which the people have been displaced. 
a For instance, my church has all sorts of institutions in those areas, 
to and the other churches have the same, and we have had bonds of 
il union there that we do not have now, and we have got to think that out. 
, I am not indicating, as I pointed out, all the details to you. You 
ie know much more about the details than Ido. Your technicians know 
a them. But I am thinking about certain concepts, whether or not we 
y"- 


do not have to take a new look as to whether or not we have not gone 

ok too far in tearing out the very hearts of our cities and whether or not 

we do not have to think about a new pattern under which we will 

relocate people in the areas that they know, in which they have had 

ke their homes, their antecedents have had their homes, where they have 

had their churches, and thereby introducing again this ¢ ‘ultural con- 
cept, as I would call it, into the American community. 


'p- 
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There is one other point, I think, that challenges me very much, 
and it is not a thing in which I have been entirely unacquainted or 
entirely inexperienced. That is the question as to what, for instance 
in New York C ity, is the housing authority to do to take care of all 
this chaos? Whatare we going to do about all these housing projects 
we have now? With what kind of organization ? 

I think it is going to be an organization of the people themselves. 
We have got to face the potential that there is among the people 
themselves in those housing projects to do things for themselves. 
That is the project at which we are experimenting in many countries 
throughout the world. The concept seems to go more slowly in the 
United States than any part of the world I have been in. 

In other words, can we put some leadership into this, into these 
projects, which will mobilize the potentials of the people of helping 
themselves? Otherwise, we are gomg to have an army of experts, 
and the army of experts will not solve those problems. 

That to me is a basic problem confronting us in public housing at 
the present time, as it confronts us in all this disorganization ‘and 
chaos that beset. us in American cities. I think it has got to be an 
organization of the people themselves. I am trying some experi- 
ments on that right now. I have this Lackawanna project under- 
way, and really now it looks as if it is going to spread out over the 
whole Niagara frontier. I think I would like to see more of it. 

I have some of that in‘Chicago. There has been a considerable ex- 
perience in Chaicgo on that. There-is a considerable experience in 
California in the Valleys, the San Joaquin Valley, the Imperial Val- 
ley, and all around Stockton. I see hopes in that new type of citizen 
organization. 

We have gone over to specialists in these United States, and people 
in other countries’ say, “Well, now, you have gone so far in the area 
of specialization.» Why don’t you try what the people themselves 
can do?” 

I have seen-us try to sell our type of services to countries abroad, 
but: it does not sell, because the countries have their own ideas. ‘They 
are mare interested in what we get all over in the discussions of the 
United States now, the new ideas of community development, the de- 
velopment of the communities through the people themselves 

Senator Cuiark. Monsignor, thank you very much for a most he Ipful 
statement. “As always, it has been a pleasure to have you here. 

Senator Payne, do you have any questions ? 

Senator Payne. .No questions. 

Senator ‘Crark.: Thank you.so much, sir, for your courtesy in 
coming. 

(The prepared statement of Monsignor O'Grady follows :) 


STATEMENT OF RIGHT. REVEREND MONSIGNOR JOHN O'GRADY, SECRETARY, NATIONAL 
CONFERENCE OF CATHOLIC CHARITIES 


Those of us who were associated with public housing in the beginning received 
our preliminary education from the study.of the slums. I can well remember 
our first slum study. We had facts and figures to show that the slums were 
detrimental to family life, to family heatth, and to the health of our children. 
We came to regard them as breeding, places of delinquency and other social 
evils. I can also remember quite well the enthusiasm with which I participated 
in. ore of the earliest slum studies made by a student of mine, Monsignor Navin, 
in the city of Cleveland. We knew what the slums meant in our society. If we 





th 
in 
of 
pr 
th 
it 

ho 


by 
ch 
we 


as 
sib 
an 


in 


NAL 


ved 
iber 
vere 
ren. 
cial 
ited 
vin, 
f we 


HOUSING ACT OF 1958 811 


could only replace them with good housing, most of our social problems would 
be solved. I remember the enthusiasm with which we received the first housing 
units built under the WPA in 1934 and 1935. I used to go around among. the 
families that occupied these houses. I found that there was a rather constant 
flow of families in and out of the houses. As far as I could see there were no 
broken families; as their standards of living improved, many of them moved to 
their own homes. This was part of our argument for a permanent public- 
housing program that found expression in the Housing Act of 1937. 

When we compare the conditions that prevailed in the slums with the condi- 
tions that we find in public-housing units today, we have a somewhat rude 
awakening. Whether we like it or not, we find all over the country that public 
housing projects have become breeding places for delinquency. A very large 
percentage of them are occupied by broken families and many people again are 
looking for other remedies besides housing for the hard core of families that are 
associated with the housing projects and that do not respond to any of the 
treatments, including public housing and public relief, the lack of which we 
associated with so many of our troubles in the past. 

Now it is time for us to face up to a new approach to public housing. As 
a part of this we might well ask ourselves what is it that led us into this 
situation and what is it that gave a black eye to public housing. First I would 
have to set down the vast clearances that have been made in the downtown 
sections of our cities. These have been brought about by the great urban- 
renewal program—by the new highway programs. We have no adequate housing 
program to take care of those who have been displaced by our great clearances. 
We have cut the ties that bound people together in the downtown sections of the 
city. Many of them belonged to the same religious and ethnic institutions. 
Their churches and their schools provided bonds of union that held them 
together. 

As our slum clearances were originally pictured, we thought about them as 
a step-by-step program. When a large number of housing units were destroyed, 
their place would be taken by new public housing units. The pioneers were also 
conscious of the fact that many of these housing units could be preserved by a 
repair program. As a matter of fact, this type of program was being carried on 
in some of our cities before the advent of public housing. Here and there we 
had a considerable number of new units that had been built by limited dividend 
corporations. This was about as far as we had gone before the early thirties. 
It was only with the passing of the National Recovery Act in 1933 that we first 
had any vision of a large public housing program wifh large units. Here we 
had $3844 million for public works. We knew that no form of public works 
could be more useful than public housing and the rehousing of people in our 
slums. 

It was only with the passing of the National Housing Act in 1937 that the new 
experts in the housing field began to envisage a program of large public housing 
units. These early experts wanted to build in the downtown areas but they 
wanted very limited occupancy. They wanted space for trees, foliage, and play- 
grounds. With the high price of land, they found it was not possible for them 
to build any sizable number of public housing units without high rise apartments. 
With the limited occupancy we had had in the downtown area, it was not possible 
to rehouse a large number of those who had lived in the area previously. We 
had to spread them out over new areas—this was breaking the bonds that had 
held them together through the years. 

The time has come to think of rehousing the people in the areas from which 
they have been displaced. This should not be done exclusivély by a public hous- 
ing program. Some progress is being made in a number of cities in the use 
of title 221 of the Housing Act which makes it possible to build reasonably 
priced rental and owner-occupied units in these downtown areas. This is’ some- 
thing in which we need more experimentation. We need this approach because 
it will be difficult for us to rehouse families ‘in the downtown areas: by public 
housing alone. 

If we are to rebuild the downtown sections of our cities in any large measute 
by a public housing program, we will need to make some fairly fundamental 
changes in the program. In the first place, we will need smaller units such as 
we were developing in many of our cities in the beginnings of public housing. 
Secondly, we ought to make it possible for the tenants to use their payments 
as a means of acquiring’ ownership of the housing units. It should also be pos- 
sible to develop a program of accelerated payments. This will enable the ten- 
ants to acquire a stake in the properties in a limited number of years. It should 
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help to hold a considerable number of people with higher incomes in the projects, 
This is a concept that many of us entertained in the beginnings of the program, 
but there were certain peonle in our camp:who did not want to have anything 
except a purely rental program for low-income families. For a certain period 
they did want to extend public housing into the middle-income group. 

A considerable number of the architects of public housing in its earliest 
stages felt that it was designed for a very large group of families who might 
be regarded as poor people and would always continue to be poor people. 
In the type of dynamic society that we have in this country, and even in the 
kind of society we have in other countries, there has been a great change in 
the basic attitude toward poverty. We are no longer willing to admit that 
the families that occupy public housing will always remain poor. I believe 
now that we will come to the situation in which we will regard public housing 
as a step upward in the economic ladder. We will use it as a means of lifting 
families to a higher scale of living. Some of us had this concept in the very 
beginning. We felt that it was a form of social security that did not have 
the taint of welfare or the form of dependency that called for a needs test, 
Public housing then must be shaped to meet the newer concepts of a dynamic 
society in which people have an opportunity of constantly moving up the eco- 
nomic ladder. 

As we think of the rebuilding of the downtown sections of our cities we must 
think not only of housing units, but also of the type of social organization 
that will enable people to build communities in which family and neighborhood 
life will be possible. For this we need the type of leadership that will bring 
all groups in the community together in programs of mutual aid and self-help. 
This will call for a real organization of the community. We have the pattern 
for this type of organization ina number of sections of the country. We have 
it in the back of the yvards in Chicago, in many areas of California, and in 
the Lackawanna project in New York. 

The existing programs of social agencies and public-welfare programs in 
American cities do not have the strengths necessary to build the type of pro- 
gram that we should envisage. The leadership in this sort of program must 
come fundamentally from the people themselves, from their own strengths. 
I believe we have great leadership potentialities in all our public-housing proj- 
ects. We need people who have the strengths and the talents necessary to 
build up organizations of the people themselves. If the existing social agencies 
are willing to undertake programs in the public-housing projects they should 
be encouraged to do so, but in order to do so, they will have to. develop a 
new leadership. Highly specialized workers are not adapted to this kind of 
work. It might be necessary to recruit people from many other fields, such as 
recreation and education. With the conditions that prevail in the United States 
in regard to governmental organizations there is a real question as to whether 
this type of work can be done by government. Many times we will run into 
conflicts as between the different governmental organizations. The only way 
in which these conflicts can be ‘resolved is by bringing together an overall 
citizens organization. including all the existing organizations of the community 
asa whole. This, vou will say, isa new approach; it will take time. But with 
proper leadership.it would not take too much time. 

The lack of leadership-in the administration of public-housing programs today 
is a symbol of a lack of sovial leadership in the American community as a whole. 
We.do not have adequate social implements to deal with the kind of disorgani- 
zation that threatens the American city of today. 


Senator Crark. We have a number of statements and letters which 
will go into the record. Any others that may be received prior to the 
time of printing will also be inserted. 

(The material referred to follows :) 


STATEMENT OF NATIONAL ASSOCIATION OF MuTUAL SAVINGS BANKS 


Mr. Chairman and members of the committee, this statement is presented on 
behalf of the National Association of Mutual Savings Banks, representing the 
mutual savings banks of the Nation, which are institutions operated solely for 
the benefit of their depositors with all their assets belonging to depositors. They 
are 520 in number, operating in 17 States, primarily located in the New England 
States, New York, New Jersey, and Pennsylvania. They had a total deposit 
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s, liability as of March 31, 1958, of over $32 billion and assets of $36 billion. They 
a, are traditionally known as depositories for small savers. The mortgage invest- 
ig ments of mutual Savings banks, amounting to over $21 billion, or nearly three- 
d fifths of their assets, are comprised of loans made in every State in the country, 
Puerto Rico, and Alaska. 
st The committee on mortgage investments of our association has carefully 
nt studied the provisions of the housing legislation presently pending before your 
le. committee and appreciates the opportunity of presenting herewith their com- 
he ments. 
in Under date of February 6, 1958, we addressed a letter to Mr. Jack Carter, staff 
at director, Subcommittee on Housing, Senate Committee on Banking and Currency, 
ve giving our comments on 8. 2791 and making suggestions and recommendations 
ng based upon a thorough analysis of this bill by a subcommittee of our mortgage 
ng investment committee. As our specific suggestions and recommendations are 
ry in the possession of your staff director, we do not believe it is necessary to re- 
ve peat them in this statement. We would like to reiterate our general conclusions 
st. however as outlined in the aforesaid letter of February 6, 1958, by quoting the 
nic two paragraphs which stated our position. 
00 “Our subcommittee of the mortgage investment committee of the National As- 
sociation of Mutual Savings Banks is of the opinion that 8S. 2791 (with certain of 
ust the refinements mentioned above) might well stimulate the use of long term low- 
ion downpayment mortgages in local areas. For this reason alone, our committee 
0d felt that we should not oppose the plan proposed under S. 2791. Nevertheless, we 
ing do feel that one of the big shortcomings of the plan is the fact that it has many 
lp. limitations which would preclude lenders from participating therein in the same 
ern manner in which they have participated in FHA and VA programs. In all prob- 
ave ability, if the plan is enacted into law it will be a one-industry plan, primarily 
in used by the I’ederal savings and loan ‘associations with the possible addition of a 
smattering of participants among commercial and savings banks on a purely 
in local lending basis. 
r0- “From the standpoint of mortgage lending institutions operating on a nation- 
ust wide basis, we seriously doubt that it will be attractive to nationwide lenders. 
ths. The first hurdle to be cleared will be the necessity of having State laws changed 
r0}- and it might prove difiicuit to get the same permissive legislation for this 
to plan as is now in effect for FHA and VA lending. Lack of ‘provision for in- 
cies contestability of guarantee would also be a deterrent to nationwide lenders. 
yuld Likewise, lack of a set of underwriting standards, particularly as they refer 
pa to large scale developments would be an adverse factor. In this connection, 
1 of some thought nright be given to adding a provision to S. 2791 which would 
h as provide that on projects’ of 5 or more units, prior submission of plans and 
ates specifications and qualification under FHA standards would be a prerequisite of 
ther securing coverage under the proposed plan.” 
into With reference to the housing bill of 1958 .(S. 3899), we would voice no 
way opposition to an increase to $30,000 in the maximum amount for a 1-, 2-, and 
spall 3-family dwelling financed under section 203 as proposed in section 101. 
nity We believe that section 102, as proposed represents desirable legislation and 
with will aid in expediting the construction of homes and cut down on ¢osts of 
closing, and improve processing procedure. 
oday With regard to section 103, we feel that the revised provisions outlined, in 
hole. connection with rental housing for elderly, are desirable with one exception. 
vani- The proposed legislation omits the requirement (now contained in section 207) 


that the project be economically sound. We believe that under (7) of section 
: 103 it should be provided that the project “shall be economically sound for 
hich its type of use.” 

» the We do not believe that FHA as a mortgage insuring agency should insure 
loans for any purpose unless there is a reasonable expectation of the project 
being capable of meeting its mortgage requirements. While the application 
of “economically sound” to rental housing for elderly may be too broad, it 
would seem that with the standards provided in (7) of section 103 of the bill 
the project should be in a position to attain economic soundness “for its type 


of use.” While we recognize that housing for the elderly is becoming an in- 
ed on creasingly important segment of our total housing requirements, we do not 
g the feel that it is sound to set up a special FHA insuring section (section 229 as 
y for proposed) in this field. 
They Our concern in this respect is increased by the likelihood that pressures in 
gland this area of housing will eventually lead to move liberal terms and interest 
posit rates, probably unacceptable to private lenders. Previous experience with 
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“special purpose” legislation under FHA has usually followed this pattern 
leading to an expansion of direct Government mortgage lending or special 
assistance under the FNMA program. 

We wish to make it abundantly clear that we do not oppose a sound pro- 
gram aimed at providing rental housing for elderly persons; our opposition 
is to the procedure rather than to the program itself. We voice no objection to 
the proposed changes, except as previously outlined herein, but feel that these 
changes can be adequately made in section 207 rather than establish a new 
section 229. 

Sections 104, 106, and 111 all meet with our approval. We do not desire 
to comment on sections 105—-7—8—9-10-12 and 118. 

Our association strenuously opposes the provision under section 201 to in- 
crease the limit on the amount of mortgage which can be purchased by FNMA 
under its secondary market operations from $15,000 to $20,000. We are of the 
firm opinion that such increase would constitute an unwarranted extension 
of governmental financing into this area of the mortgage market. Our asso- 
ciation has consistently taken the position that secondary market operations of 
FNMA should be strictly confined to (1) areas of scarcity of mortgage funds, 
and (2) the providing of liquidity in the mortgage market. The proposal under 
section 201 meets neither of these tests. Even on the merits of the proposal 
we cannot find any justification for such action. Private lenders are actively 
competing for mortgages of all kinds at the present; mortgage money is avail- 
able in good supply in all areas of the Nation, and indications point to a con- 
tinuation of the ready availability of substantial amounts of mortgage funds 
in the foreseeable future. 

Under such circumstances, why is it necessary at this time to expand sec- 
ondary market purchases into new areas of operation? The only answer which 
can be given is a desire to continue to expand Government activity in the 
mortgage market. The public interest is not served by this proposal and for 
this reason, and those previously stated, we believe the proposal should be de- 
feated. 

We would favor section 202 but oppose section 203 for the same reasons as 
stated in our opposition to section 201. 

As the balance of S. 3399 deals with programs not directly connected with 
mortgage-lending activities, we have no comments on the proposals set forth. 
Similarly, we have no comments on other pending bills except S. 8064 which 
would amend the section 221 program for relocation of families to allow the 
FHA insurance programs to cover two-, three-, and four-family dwellings. We 
voice no objection to this proposal. 

We appreciate the opportunity of placing our views before vour committee 
and trust that our comments and suggestions will be of assistance to you in 
considering this legislation. 


STATEMENT SUBMITTED JOINTLY BY THE AMERICAN LIFE CONVENTION AND THE 
LIFE INSURANCE ASSOCIATION OF AMERICA 


The following statement is submitted in behalf of the American Life Con- 
vention and the Life Insurance Association of America. These 2 associations 
have a combined membership of 266 life insurance companies which hold 96 
percent of the assets of all companies in the United States. 

With regard to S. 2791, which provides for the insurance of the top 20 percent 
of certain conventional home loans and which also provides for a 2 percent coin- 
surance feature; it is clear that an amendment to most State laws regulating 
life insurance company investments would be required to qualify these mort- 
gages. Most of the State laws governing insurance company investments pro- 
vide that mortgages (except those insured or guaranteed by the Federal Gov- 
ernment) cannot be made in amounts exceeding two-thirds of the value of the 
property. Inasmuch as §S. 2791 provides for as high as 90 percent loans, such 
mortgages would be ineligible for life companies. Even taking into consideration 
the 18 percent guaranty by the Home Loan Guarantee Corporation, the in- 
sured portion would not be within the limits of two-thirds of the value of the 
property. There would also remain the question of whether the guaranty is by 
the Federal Government. For these reasons, therefore, an amendment to State 
laws would be required to qualify mortgages under S. 2791 for life insurance 
company investments. Experience indicates that this would be a_ time-con- 
suming process. 
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We believe that this proposal requires much further study. If the plan for 
coinsurance and insurance of the top portion of a mortgage loan has merit, it 
would seem desirable to incorporate it in the regular FHA program. 

Section 401 of title IV of the committee print dated May 8, 1958, provides 
that the requirement that FNMA purchase special assistance mortgages at par 
be made permanent. We believe that this is an unsound step which should be 
rejected. Under the secondary market function of FNMA mortgages-are pur- 
chased at prices currently prevailing in the open market. This is a sound 
procedure in that it does not place FNMA in unfair competition with private 
mortgage lenders. This provision for purchase at par under the special assistance 
function will at times place FNMA in an unfair competitive position with private 
lenders. This is especially true when the maximum interest rate on Govern- 
ment-insured or guaranteed mortgages is fixed at a level below the current 
market rate. The special assistance function has now increased in scope to the 
point where, on a par purchase price basis, a substantial part of Government- 
insured and guaranteed mortgages will automatically go to FNMA. This will 
require an unnecessary drain on the United States Treasury for funds because 
the ready availability of residential mortgage credit from private lenders is now 
apparent. 

This country learned in 1951 that pegging the prices of Government securities 
at artifically low interest rates could only be accomplished by making the 
Federal Reserve System an engine of inflation. Similarly, the pegging of interest 
rates on VA and FHA mortgages through FNMA support of the market has 
likewise been a source of inflation in the residential mortgage field. We believe 
that in all its operations FNMA should function in a manner to provide private 
lending institutions a fair opportunity to meet the residential mortgage needs 
of the country. This means that the special assistance mortgages should be 
purchased at the going open market rate. 





STATEMENT OF JACK HARFORD, MAyor, City OF ARLINGTON, OREG. 


Hon. JOHN J. SPARKMAN, 
United States Senator, 
Chairman, Subcommittee on Housing: 


The city of Arlington, Oreg., population about 700, is located on the Columbia 
River approximately 150 miles east of Portland and 60 miles east of The Dalles. 
The John Day River enters the Columbia 25 miles downstream from Arlington, 
and the site of the proposed John Day Dam is another 3 or 4 miles farther 
downstream. 

The Arlington community plays an important role as a trading and shipping 
center for a large area within Gilliam County, and extending across the Co- 
lumbia River into the southeast corner of Klickitat County in the State of 
Washington. The continued existence of the community is needed during the 
period of construction of the John Day Dam. The full potential of industrial 
and agricultural development in the region, resulting from power and irriga- 
tion benefits as a part of the comprehensive program of the dam and its reser- 
voir, cannot yet be determined. It is certain, however, that these benefits will 
be substantial, and that the measure of new growth in the area will give 
additional need for the continuation of the Arlington community. 

(For a more complete description of the present economy of the community, 
its trading area, and its future role in the development of Gilliam County and 
the Middle Columbia River region, ete., see the report “Relocation of Arling- 
ton, Oreg.,”’ prepared by Harlan A. Nelson, planning consultant, for the Walla 
Walla District, Corps of Engineers, United States Army, July 1957.) 

The reservoir to be created by the John Day Dam will inundate the present 
town of Arlington to such an extent that the entire business district, industrial 
and other facilities in the waterfront area, and the largest part of its residential 
area will need to be relocated. 

Upon request of the Corps of Engineers, public hearings have been held in 
the community to describe the reservoir to be created by the dam and the effect 
it will have on Arlington; and to explain the courses of action available to 
the city and the property owners. Following the public hearings, the people of 
Arlington expressed themselves as preferring relocation. This preference was 
unanimous. As a consequence, the city council took action to formalize the 
community’s expression, and to submit a statement thereof to the Corps of 
Engineers. 
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The physical characteristics of the town site, particularly its topography, 
the important drainage course, and the necessity to retain such features as the 
Condon spur of the Union Pacific Railroad, access roads to the interstate high- 
way, etc., dictate the necessity of relocation within the site of the existing 
community, as contrasted with more or less complete removal to an altogether 
new site. 

Briefly stated, the relocation process in the Arlington vicinity will involve 
the following projects: 

1. Acquisition of all property in the areas to be affected by the general 
disturbance and the specific relocation projects. This will include all 
business, commercial, industrial, and other nonresidential, as well as all 
residential properties. 

(In order to carry out the relocation of that part of the community 
which falls within the so-called “area of taking’’—the limit of the Govern- 
ment’s responsibility through the Corps of Engineers—it will be necessary 
for the community itself to assume the tasks of developing new streets, new 
residential areas, new industrial sites, relocating displaced families and 
other householdes, ete. These tasks involve land areas and projects far 
beyond the scope of the Government’s responsibility. Essentially, the tasks, 
taken collectively, amount to an almost complete community redevelopment 
project. ) 

2. Acquisition of undeveloped land areas at the high elevations for 
development of a new residential neighborhood. Because the areas needed | 
for replacement housing and other facilities are improperly platted and of 
divided ownerships, etc., it will be necessary to use public power to acquire, 
replan, and redevelop these areas before improved land can be made avail- 
able to the displaced families or private builders for the new housing which 
will have to be provided. t 

3. Construction of housing for families, single-person households, elderly 

persons, and others displaced in the relocation process. Such housing : 


facilities as will be needed should be provided by private enterprise on . 
land made available by an urban redevelopment project at prices based on . 
market value. Some public assistance may be needed to provide dwelling ' 
accommodations for those unable to provide for themselves or buy or rent 
dwellings offered through private enterprise. : 
4. Relocation of families and others into the new housing areas. Demo- 
lition or removal of existing residential structures. 
5. Temporary relocation of businesses, public utilities and facilities to 
make way for Government relocation and construction projects affecting 
railroad and highway facilities. | 
Note: The projects involved in the accomplishment of the work outlined 
in steps 1 to 5, inclusive, above, are largely the responsibilities of the com- 
munity, and cannot be considered as part of the John Day project of the 
Corps of Engineers. To achieve that relocation which is necessary because 
of the area needed for the reservoir, community redevelopment on a large 
scale must be commenced first. None of the following activities, consisting 0 
principally of Corps of Engineers’ projects, can as much as be started until A 
the community’s own relocation and redevelopment program is formulated iL 
and the work carried to an advanced stage. ; 
6. Relocation of Union Pacific Railroad main lines and spur line to | ye 
Condon, including depot, maintenance, and all other facilities. ; ite 
7. Relocation of existing Highway U. 8S. 30 and connections with State a 
Highway 19. W 
8. Placing of fill to obtain relocation site for the new business district. dle 
9. Construction of spur line, drainage canals, highway access ramps, and 
other features of the total project. | to 
10. Construction of streets, utilities, and public and private facilities for | ti 
the new town. | th 
11. Sale of land in the redevelopment areas, and construction of new build- . 
ings and other facilities by private owners or investors. ur 
12. Final relocation of business, industrial and municipal operations from Or 
temporary to permanent locations. sr 
The concept of the use of urban renewal powers and Federal assistance is based a 
on the recommendations contained in the relocation report prepared for the Corps - 
of Engineers, and on the plans offered in connection therewith. er 
The use of urban renewal powers at the local level, and the employment of ae 


Federal loans and capital grants has been suggested as a means of permitting 
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and encouraging local initiative and autonomy. Alternative courses of action 
open to the local community would require the authorization of direct Federal 
assistance. Such a course is regarded as neither practicable nor desirable, since 
special legislation affecting a single community and requiring an extraordinary 
appropriation would be necessary. 

Although it has not been possible to determine completely the extent to which 
the urban renewal powers of the community and the Federal assistance program 
can meet the requirements of relocation, it has been the determined objective of 
the people of Arlington, expressed through the planning commission and the gov- 
erning body, to seek a solution to local problems through the use of instruments 
and programs already authorized by the State Legislature and the Congress be- 
fore resorting to requests for direct assistance of a special nature. 

In consonance with this attitude, the city sought and obtained an amendment 
to the State Urban Redevelopment Act to permit the use of urban renewal powers 
in assisting a community to carry on relocation and redevelopment activities 
in cases where such activities would be necessary because of the requirements 
of a Government project. 

Similarly, the city turned its attention to the Federal laws governing urban 
renewal, and determined that additional authorization would be needed from the 
Congress to permit Government assistance in financing a local program. The 
proposed measure now before your committee contains the authorization needed. 

While taking steps toward seeking the adoption of the necessary congressional 
legislation, the city of Arlington has been preparing to place itself in readiness 
to use the initiative given it by our State Legislature: The city council has appro- 
priated funds to complete a comprehensive plan, consolidating work already done 
in this direction through the studies prepared for the corps, and adding plans 
for areas and features not included in previous studies. Other steps to be taken 
by the city will include the preparation of a zoning ordinance and subdivision 
regulations to control undesirable activities and development while relocation 
and urban renewal planning is going ahead. Also, in the meantime, other ele- 
ments of a workable program will be given attention and a statement of this 
city’s actions and intentions in connection with such a program will be formulated. 


The people of Arlington earnestly solicit the thoughful consideration of your 
committee in connection with S. 2865. 





METROPOLITAN HOUSING AND PLANNING COUNCIL OF CHICAGO, 


May 7, 1958. 
Hon. JOHN A, SPARKMAN, 
Chairman, Subcommittee on Housing, Senate Committee on Banking 
and Currency, the United States Senate, 
Washington, D.C. 

Dear SENATOR SPARKMAN: As a nonprofit citizen organization, we are proud 
of our participation since 1934, both locally and nationally, in formulating the 
American urban renewal policy and program. Having aided the State of Illinois 
in its pioneering role, through the Blighted Areas Redevelopment Act of 1947, 
and the Urban Community Conservation Act of 1953, we have watched the first 
years of trial and error in the national effort to reverse the wasteful cycle of de- 
terioration which besets American cities. Practice has strengthened the new 
administrative machinery and the laws, and it is clear that having learned to 
walk in this new field, we must now begin to run to win the race against urban 
decay. 

We are therefore urging that the entire concept of urban renewal be elevated 
to a magnitude conducive to the achievement within a foreseeable period of 
time, of the goal of a slum-free Nation. We have, however, respected the prac- 
tical economic limitations on too rapid expansion of the program. 

We agree only partially with those current proposals which would accelerate 
urban renewal through larger Federal grants and reduced local contributions. 
On the contrary, while we share the conviction that the urban renewal pro- 
gram should no longer remain a minor item in the Nation’s budget, and that 
continuity is essential, we believe that with heightened Federal action there 
must be increased local responsibility. We also suggest that the Federal Gov- 
ernment can expect greater performance by the local municipality under the 
principles and formula of the “workable program” as a precondition to con- 
tinuing Federal aid. 


aan 
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In the following paragraphs we are recommending that urban renewal be 
programed on a 10- to 12-year basis, with the Federal Government setting the 
pace for a redoubled national effort; and that, as Federal outlays increase, 
local contributions through city and/or State also increase proportionately, 


OBJECTIVE 


The greatest single element in our national wealth has been defined as the 
investment in our towns and cities, which is estimated by the National Bureau 
of Economic Research to be more than $400 billion out of a total national wealth 
of $797 billion in 1948. The values of these structures and the land on which 
they stand are endangered by engulfing blight, which lowers the vitality of entire 
communities. 

The American Council To Improve Our Neighborhoods (ACTION) has es- 
timated that it would cost about $100 billion, spread over a 10-year period, to 
wipe out blight. Fortune, in its December 1957 article on “The Enduring 
Slums,” comments: “obviously we must settle for something considerably 
less. * * * At present, the programs are so small that even if they were working 
perfectly they would not constitute a serious assault on the slum problem. Fed- 
eral intervention on a larger scale than the present is indispensable if we are to 
make any headway at all.” We are asking for such intervention on a larger 
and more practical scale. 

The gap between existing conditions and our stated goal of a “decent home 
and a suitable living environment for every American family” cannot be nar- 
nowed—much less closed—if we continue to chip away an inch at a time against 
forces of deterioration which consume communities a square mile at a time. The 
effort must be redoubled at every level. 

Experience has demonstrated that little headway is made in any major at- 
tack on a deep-seated problem of national concern and public need until the 
attack is equated with the magnitude of the problem. This has been true 
whether the target was an interstate highway system, flood control, or poliomye- 
litis. The Interstate Highway System, proposed in 1944, made little progress un- 
til 1956, when Congress authorized a $25 billion, 13-year accelerated operation, 
providing for the completion of a 41,000-mile system. 

In order to bring the urban renewal movement to effective strength, to con- 
serve the investment in our communities, to retain the present high level of 
civic leadership engaged in this effort, and to advance the Nation toward the 
achievement of its established policy, we urge the Federal Government to set the 
pace for a significantly enlarged attack, shifting from a token approach to a 
total approach as the dimension of city renewal. 


A FOUR-POINT FORMULA 


While we do not presume to advise the Congress or the administration on 
the specifics of an adequate rate of expansion, it is vitally necessary to get 
away from the present hand-to-mouth basis, and make urban renewal a long- 
term process. The facts would warrant programing a minimum basis of 10 
to 12 years. 

Point 1 
Beginning with a minimum authorization of $350 million in fiscal 1959, we 


recommend annually increasing authorizations reaching a plateau of $1 bil- 
lion in 1968. 


Point 2 

With each year’s expanded resources, the performance demands in the work- 
able program should be increased, through positive factors such as demon- 
strated progress in planning, evidence of enforcement accomplishment, proof of 
the rehabilitation of a significant percentage of or reduction in the total per- 
centage of substandard dwelling units, or comparable action contributing to 
the renewal of the community. We would hope that the Housing and Home 
Finance Agency, through an advisory committee such as the President’s Ad- 
visory Committee on Housing of 1954, will make a study revealing how we can 
effectively upgrade the workable program requirements, particularly in respect 
to performance standards, 
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Points 3 and 4 


As the absolute amount of Federal aid increases, the percentage of public cost 
borne by the Federal Government should gradually decrease, thereby enlarging 
the total expenditure by an expanded participation of Federal, State, county 
and local government. This will call for broader and better defined policies 
as to noncash grants-in-aid, and deserves assignment for study by the advisory 
committee suggested under point 2 above. 

This may be carried out on some such computation as indicated in the follow- 
ing table, with the cities, counties, and States gradually picking up an increas- 
ing share of the responsibility. 


Four-point formula to enlarge the dimension of urban renewal 


| 


Point 3, | Point 4, 
Year Point1, United | Point 2, workable program! | United | local 
States | | States share 
share 
- reer se open 
Factor: | Percent | Percent 
1959 $350, 000, 000 A ‘ ‘ = | 67 33 
1960 400, 000, 000 B 67 33 
1961 450, 000, 000 3 ae j 67 33 
1962 500, 000, 000 D : 63 | 37 
1963 550, 000, 000 E ‘ 60 | 40 
1964 600, 000, 000 | F 60 | 40 
1965 700, 000, 000 G 55 | 45 
1966 800, 000, 000 H 55 | 45 
1967 900, 000, 000 me . 50 | 50 
1968 1, 000, 000, 000 K 50 | 50 


1 Alphabetical progression denotes rising performance standards, 


The fact that as of January 31, 1958, applications on hand with the Urban 
Renewal Administration for new or increased’ urban renewal capital grant 
reservations exceeded available unutilized capital grant obligational authority by 
$183 million ; that by December 1957, 489 projects had received such reservations, 
and 609 towns, cities and metropolitan areas had received planning assistance 
grants, indicates that the program has taken hold. The communities of the 
Nation are grasping the challenge to renovate, rejuvenate, and repel blight. 
If the momentum now buliding up is not to be lost through attrition, it is 
vitally necessary not only that the appropriation for fiscal 1959 be raised to 
a minimum of $350 million but also that urban renewal be made an all-out, 
start-to-finish operation. 


ADVANTAGES 





NATIONAL AND LOCAL 


1, Cities, anticipating an expanded program, and knowing where they stand, 
will develop their administrative organizations, build strong and able staffs, 
and improve the efficiency of their operations. 

2. Once aware of the future plans and the goal of the Federal Government, 
the communities will begin to envision urban renewal as the major enter- 
prise of local government, resulting in better planning and integration of all 
public expenditures. Counties and States will become better educated to the 
needs and benefits of urban renewal. 

3. By telescoping urban renewal for the entire Nation into a fixed period of 
time, whether it be 10, 20, 25 years, the entire job can be done at considerably 
less cost by eliminating sources of future deterioration, and checking the forces 
of decay. 

4. This is the only basis on which measurable progress can be made in raising 
the American standard of shelter—a problem affecting the national social, 
political, and economic welfare. 

5. The “workable program” factor in the urban renewal formula has revolu- 
tionized local planning and administration in important respects. Chicago and 
other municipalities have enacted housing codes, undertaken metropolitan 
area planning, and initiated capital improvement budgeting. They have de- 
veloped a proper foundation for a greatly magnified effort in urban renewal, 
and can undertake expanded local responsibilities with a resulting acceleration 
of blight elimination. 
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6. With a total renewal approach, providing continuity and expansion, the 
financial reins can be relaxed or tightened as economic needs dictate. Urban 
renewal can become one of the positive vehicles for maintaining stable employ- 
ment, production, and prosperity. 

LOCAL 


1. The mayor of Chicago has placed the production of additional housing, par- 
ticularly for moderate rental needs, at the top of his agenda. The commissioner 
of buildings has called for a 10-year program of 1 million new dwelling units, 
to facilitate code enforcement, and accommodate incoming families without 
overcrowding. The mammoth waterway development, stimulating an estimated 
$15 billion in industrial growth within the next 10 years, is expected to require 
a population increase of more than 1 million persons in Chicago and its imme- 
diate periphery. An urban-renewal program proposed by the department of city 
planning for the central area and which will encompass nearly 13 square miles, 
liquidating blighted commercial, industrial, and residential structures, contem- 
plates building 25,000 units of moderate rental housing within the next decade. 
Much land now used for commercial purposes will be converted to residential use, 
permitting a net gain in good housing facilities. It will provide a major aid 
to relocation for all public improvements, at the same time permitting the devel- 
opment of planned industrial districts where industries supporting the economic 
base of the city could operate efficiently. Ample funds are available for such 
construction on a larger scale. The entire program is dependent, however, on 
a vastly expanded Federal program under the urban-renewal formula. 

2. At present, the rate of relocation governs the rate of urban renewal. A 
continuing supply of subsidized low-rent housing is essential for the rehousing 
of the low-income group. A problem centers around the higher, but not highest 
income families. Despite vigorous and valiant efforts to build for the middle- 
income market, it has up to this time been impossible to break the cost barrier. 
Urban renewal provides an opportunity to meet the shelter and environmental 
needs of middle-income families, and it offers the incentive and primary means 
of relieving the economic obstacles in this difficult situation. 

3. At this time, after 10 years experimental progress in urban renewal, Chicago 
has cleared approximately one square mile of blight, at a public cost of about 
$90 million, and now has underway some 4 to 5 square miles of renewal work. 
The expanded program which we propose, increasing both the local and Federal 
participation, would enable this city within the next 10 years to clear approxi- 
mately 10 times the area which has been cleared to date, taking care of the hard 
core of deep blight which is now destroying the vitality of the Chicago metro- 
politan area. 

4. By working within a larger context, the community standard of living can 
be materially improved through intelligent planning for the creation of parks, 
expanded school grounds, mass transit, health, and other community facilities. 

5. Under the proposed approach, more private investment will become inter- 
ested in the long-range possibilities. The present inadequate Federal program 
does not permit either private enterprise or the city to develop plans of such 
scope as to make a dent in the problem. Private enterprise will be inhibited 
by the fear that without a firm, long-range Federal program of financial support 
giving assurance that the community environment will reinforce the redevelop- 
ment, a large expenditure of funds would be in jeopardy. 

We will appreciate your serious and immediate consideration of this recom- 
mendation. 

Sincerely yours, 
Howarp E. Green, President. 


STATEMENT OF Morton BoprisH, CHAIRMAN, First FepERAL SAVINGS AND LOAN 
ASSOCIATION OF CHICAGO 


Senator Sparkman, members of the committee, this statement is made not in 
endorsement of or in opposition to the proposed Home Loan Guarantee Corpora- 
tion to be created by 8. 2791. The aims of this legislation are good as it offers 
a medium through which savings and loan associations are better able to serve 
prospective homeowners among moderate income groups. 

My purpose is to present to the committee consideration of a change in savings 
and loan lending powers which will accomplish the same objective as a new 
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guaranty corporation, vet without the complexities and without additional costs 
to the borrower and to the financial institution. Basically and briefly, my pro- 
posal is to increase the lending powers of federally chartered savings and loan 
associations so that they may make loans to owner-occupants of single family 
houses in an amount up to 90 percent of the appraised valuation or sales price 
of these houses within certain limitations. This can be performed without an 
act of Congress; merely by amending section 145.6—-1 of the Federal home loan 
bank regulations. Draft of such an amendment is here presented which pro- 
vides for this type of financing up to a maximum loan of $14,500 which would 
permit 90 percent financing of homes in the $16,000 and under price or value 
category. 

This is the area in which the greatest housing need exists and would permit 
more low-income families to enjoy homeownership and at an earlier stage in 
their family life. The proposed amendment to the regulation contains provisions 
to insure that this type of financing would be available only to borrowers who 
have saved or accumulated a 10-percent downpayment or equity, would be avail- 
able only for the owner-occupant and the funds disbursed would be used exclu- 
sively and entirely for the purchase of the home. It proposes also that this type 
of financing be limited in volume to not more than 10 percent of the association’s 
assets and that the term of repayment be limited to 25 years for those loans 
secured by new homes and 20 years upon existing construction. 

The savings and loan associations have in recent years provided a major 
portion of the country’s home financing and the overwhelming volume of this 
credit has and very probably will continue to be on a conventional loan basis. 
Through their conventional loan activities, they have provided a stability in 
providing for the needs of the mortgage money market and an adaptability to 
changing conditions that has not been possible to date through the Government- 
insured and guaranteed home-loan plan. 

It is our unqualified opinion that the savings and loan business is eminently 
qualified to know the housing and home financing needs of the people within the 
respective local areas served and that the management of these associations are 
expert in their abilities to choose qualified borrowers whether the loans be on a 
5O, 70, or 90 percent loan to value basis. 

We believe that regardless of what guaranteed or insured loan plan is used by 
an institution which picks and chooses its borrowers on their ability to repay, 
great economies can be affected both for the borrower and for the institution if 
such loans are written instead on a conventional basis. Since property values 
have reached present levels, associations’ ability to reach the lower income pur- 
chaser on the conventional basis has been limited and with ability to make loans 
up to 90 pereent of the value of the property being purchased, our effectiveness 
can be greatly increased. Actually, there are 13 States in which State char- 
tered savings and loan associations are permitted to make 90 percent loans 
and as you may know, just this month the New York Legislature passed a bill 
permitting savings and loan associations and savings banks to make 90 percent 
loans on single family dwellings. This is indeed a forward step and one which 
should be taken for all Federal savings and loan associations. 

I think you will agree that the contribution that the savings and loan associa- 
tions of the country have made to homeownership is one of our Nation’s outstand- 
ing economic strengths. These institutions have demonstrated their ability in 
the-main to approach and perform this function in a careful and effective man- 
ner and with real balance in their responsibilities to the borrower-purchaser and 
to the savers who entrust their savings to them. The future progress of these 
institutions, particularly during a period such as now when the potential home 
demand exists and yet home construction is below actual need, will depend 
upon the associations’ ability to serve the moderate income market. A 90 
percent lending power would give the Federal savings and loan associations a 
real tool to perform this need and in the most economical manner possible. 

May I suggest and recommend the committee’s endorsement of this regulation 
which may be made effective through administrative action of the Federal Home 
Loan Bank Board. This regulation will accomplish for many Federal savings 
and loan associations, including the First Federal of Chicago, basic objectives 
set forth in the proposed home loan guaranty corporation. 

On behalf of the First Federal Savings and Loan Association of Chicago, I want 
to express our thanks to the entire committee for making the expression of our 
views possible. 
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A 10 Percent DOWNPAYMENT LOAN PLAN FOR FEDERALLY CHARTERED INSTITUTIONS 
OPERATED UNDER CHARTER K 





Amend section 145.6-1, lending powers under sections 18 and 14 of charter K, 
by adding a new and additional subsection under (c) to read as follows: 


SMALL HOME PURCHASE LOANS 


Monthly installment loans not exceeding $14,500 may be made under this 
section for the purchase of a single family home but not in excess of 90 percent 
of the value thereof or the sales price thereof whichever amount is the lesser; 

Provided, that the borrower on any loan made under the authority of this action 
is to become the owner-occupant of the home securing the loan upon disburse- 
ment of said loan; and 

Provided further, that the entire amount of the difference between the amount 
of the loan and the purchase price being paid for the property (including all loan 
costs, fees and charges of all kinds) shall have been paid prior to the disburse- 
ment of the loan proceeds by the association, into the association in cash by the 
borrower or accumulated by the borrower in a savings account in the lending 
association in the borrower’s name; and 

Provided further, that the lending association shall disburse from the pro- 
ceeds of the loan and from the cash or savings account owned by the borrower 
the entire price being paid for the home by the borrower-purchaser and all 
fees, loan costs and other charges of any and all kinds being paid or assumed by 
the borrower as a part of the costs of purchasing the home; and 

Provided further, that the lending association shall obtain from both the bor- 
hower-purchaser of the home securing the loan made under this section and the 
seller thereof signed affidavits that the borrower-purchaser is acquiring title 
subject to no additional costs, liens, notes or other obligations of any kind what- 
soever excepting those being actually paid in full by the lending association’s dis- 
bursements to the seller ; and 

Provided further, that discounts, rebates and any other charges to the seller, 
builder or other person other than reasonable and customary loan costs, if any, 
shall be prohibited under this section ; and 

Provided further, that not more than 10 percent of the association’s assets 
may be invested in such small home purchase loans and such loans shall be 
repayable within 25 years if secured by a new home and within 20 years upon 
existing construction. For the purpose of this section, a “new home” is defined 
as a home which has not been previously occupied. 





SANTA CRUZ RENTAL OWNERS ASSOCIATION, INC., 


Santa Cruz, Calif., May 8, 1958. 


Hon. THomas KUCHEL, 
Senate Office Building, Washington, D.C. 


Dear SENATOR KucuHet: Our association has instructed me, as secretary, to 
write you in regard to the administration’s housing bill. We represent a sub- 
stantial portion of the rental owners of Santa Cruz, which as a resort city con- 
tains many rentals which are important to the local economy, as we pay a lot of 
the taxes. 

We are opposed to many of the features of the housing bill, particularly 
public housing. We oppose public housing, not only because it constitutes 
Government interference with our industry but also because it has been such 
a dismal failure. Many of these, which were supposed to replace slums, have 
become slums themselves. Others, designed for low income families have had 
so many vacancies, income limits have had to be raised to keep them filled. 
Yet the administration proposes to build more and more of them, including 
those for middle income groups, which can afford to pay rent without a subsidy. 
This will be money wasted and as such will not help the recession but will only 
lead to a further increase in the public debt and more inflation. 

We are strongly in favor of Government economy and do not believe that 
Government spending can really strengthen the economy. It leads only to 
a larger and larger public debt, more inflation, and ultimate collapse, which 
is just what the Russians want. 

We hope you will vote against public housing and all unnecessary spending. 

Yours very truly, 


Pavut J. VEATCH, Secretary. 
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PHILADELPHIA, Pa., May 8, 1958. 


Deak SENATOR CLARK: I understand that there is a bill in the Senate, to 
compensate retail merchants, who do not own their property, in which their 
business is transacted, for goodwill, in the event of condemnation by the Gov- 
ernment. I, for one, would greatly appreciate the passing of such a bill. 

Four years ago, my wife and I had a luncheonette at 10th and Master Streets, in 
an area that was being razed for a Federal housing project. We also lived 
in the same building. 

We borrowed money to buy the business, and fortunately were successful. 
After being in business only 4 years, we were notified that our business would 
be taken away from us, as the building was being demolished. 

At that time we were fortunate in repaying the people generous enough to 
lend us the money with which to buy the business, so that we ourselves were 
financially wiped out. We were not compensated for our business or fixtures, 
and were told that only property owners were recognized. We were not even 
given money with which to move, so we lost all the way around. 

Again we borrowed money, and started fresh. We found an empty store, 
and opened a luncheonette at the northeast corner Fifth and Spruce Streets. We 
invested quite a sum of money in the interior, fixtures, wall paneling, flooring, 
plumbing, air-conditioning, ete. 

We are at this location 4 years now, and were pretty secure in knowing that 
the business would be ours in a few years, by repaying our loans by that time. 

Unfortunately, we again do not own the property, and last week were told 
that by March 1959, we are slated to be razed again for the redevelopment 
of Society Hill, as part of the Mall project. 

We accept this, and honestly think it would benefit this area, of course, it 
would be even nicer if the people already in the area could stay. Knowing 
this can’t be, we again will be wiped out. 

Again we were told by the redevelopment authority that they do not recog- 
nize us as tenants, even though our business improved the property, and our 
money improved the store. 

The very same problem faces us again. Not only do we lose our business, 
with no compensation for it, but we also lose our living quarters, as we have 
an apartment in the same building. 

It is bad enough to have your livelihood and home taken away from you 
once in a lifetime, but twice in 4 years is too hard to bear. If we were at 
least compensated for our business and the improvements we as tenants made in 
the property we could go elsewhere to start anew. 

It certainly is not very democratic of the Government, to take our business 
away from us twice, and not reimburse us for this hardship. 

Both my wife and I have suffered and endured enough for these 8 years. Both 
of us were not well, physically, and the mental strain has been great. We have 
two young children who will also suffer because of this. It is too much to ask 
us as individuals, to start all over again, through no fault of our own. The 
same pattern of borrowing and building again. 

If we wanted, for example, to sell our business, we could, and receive goodwill 
for it, then transfer the lease and receive x amount of dollars for it, but is it 
really fair, that our landlord should, under the law, benefit for something which 
by right, belongs to us? 

We were told that the redevelopment authority are paying up to $2,500 to help 
move a business, which will do us very little good, as our fixtures fit well in our 
present location, but may not in the next, as it may be larger or smaller. The 
plumbing installed in our present store, for our water, soda fountain, air condi- 
tioner, hot-water boiler, flooring, wood paneling, awnings, ete., cannot be taken 
with us. 

We are sick with worry, about where we are going from here, and what will 
happen to us, and where we will get the money with which to live. 

What has happened to the rights of the small-business man? What is the 
sense of voting democratic, when we are not being treated in the same manner? 

I certainly hope you can do something for us, in some way, as I have gone 
to see the redevelopment authority, and although they agree that this is a hard- 
Ship case, and sympathize with us, they claim that there is no law with which 
they can help us. There must be some way that our prayers can be answered. 

We will anxiously await an answer. 

Yours truly, 


MELvIN KLEIN. 
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BUILDERS DEVELOPMENT & SERVICE Co., 
Philadelphia, Pa., May 12, 1958. 
Mr. JAcK CARTER, 
Staff Director, Committee on Banking and Currency, 
Subcommittee on. Housing, Washington, D.C. 

Dear Mr. Carrer: Thanks so much for your letter of May 9. I appreciate very 
much your efforts in our behalf-and would like nothing better than to be able 
to present our thinking before the subcommittee on May 22. However, unfor- 
tunately for me, and, probably, fortunately for you and the subcommittee, I will be 
out of the country at that time. Therefore, I will gladly accept your suggestion, 
and herewith we are submitting a statement, with several copies, for your perusal 
and the subcommittee. 

If you will recall, we appeared before the subcommittee hearing in Philadelphia, 
and we submitted statements at that time. There is only one addition to the 
recommendations I made at that time and that is our suggestion No. 6, which 
we have attempted to explain in our statement that we have attached to the sum- 
mation. 

We believe that all our suggestions are proper, in order and are very important 
to implement in the big way hoped for section 220 of the Housing Act. 

We again wish to thank you and your staff for the kind consideration shown 
us in the past, and if there is any further explanation that you may want on 
any one of these items, please do not hesitate to call, and we will be happy to 
come down and visit with you. 

Very truly yours, 
BERNARD WEINBERG. 
SUMMARY 


To summarize, we make the following recommendations with respect to section 
220 of the National Housing Act: ; 

1. We recommend that the present $12,500,000 limitation on a single mortgage 
transaction be eliminated. 

2. We recommend that FNMA’s present schedule of commitment fees be 
revised to provide for a nominal application fee with the balance of the commit 
ment fee to be paid at the time of the financial closing. 

3. We recommend that the maximum interest rate on urban redevelopment 
projects, under section 220, be limited to 4144 percent. 

4. We recommend that the statutory language authorizing FNMA to purchase 
section 220 mortgages be revised so that FNMA shall be obliged to purchase these 
mortgages in the same dollar amount that FHA will insure. 

5. We recommend that FNMA be obliged to make construction loans where 
they have issued a commitment to purchase the permanent loan, providing the 
sponsors prove inability to obtain a construction loan elsewhere, except at a 
prohibitive cost which may prevent the construction of the proposed project. 

6. We recommend that FHA be obliged to recognize all financing costs actually 
incurred by the sponsors in the computation of the mortgage, if those financing 
costs exceed the 1% percent allowed by FHA, and if the excess over the 1% 
percent is caused by charges made by a governmental agency. 

7. We recommend that FHA eliminate its requirement that a cash equity 
equivalent to 3 percent of the replacement cost be retained in the project for 3 
years. 

STATEMENT BY BERNARD WEINBERG 


This statement is submitted by Bernard Weinberg in testifying before the 
Senate Subcommittee on Housing, of the Senate Banking and Currency Com- 
mittee. 

I testified with respect to some of these matters before the Senate subcommittee 
at its hearings held in Philadelphia on December 17, 1957. 

This statement is based on my experience as a joint sponsor with Harry K. 
Madway on the urban redevelopment project known as North Triangle redevelop- 
ment project No. 1 in the city of Philadelphia. 

This urban redevelopment project has been under construction since August 
29, 1957. It is being financed by two FHA commitments issued March 29, 1957, 
and revised August 5, 1957 (No. 0384-32002 and No. 034-32003) totaling $14,085,000, 
which were issued in accordance with the provisions of section 220 of the 
National Housing Act. 
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The financial closing was held on August 27, 1957, at which time the construc- 
tion loan was placed with a group of 10 banks headed by Provident-Tradesmens 

sank & Trust Co., of Philadelphia. 

The commitments to purchase the permanent mortgages, when the buildings are 
completed, were issued by FNMA. 

We offer this information in order to demonstrate that the testimony which 
we submit is based not on theory, but actual experience. It is our considered 
judgment that section 220 can be made a remarkably effective vehicle for urban 
renewal and redevelopment if certain changes are instituted. We should like 
to go even further and state that if section 220 is properly implemented it can 
well become the tool for a revival of the economic life of our cities to an extent 
presently undreamed of. In addition, it will provide a substantial aid to, and 
stabilizing influence for, the building industry. 

We should like to express ourselves with respect to specific provisions of 
section 220: 

1. We consider the present $12,500,000 limitation on a single mortgage trans- 
action unrealistic and we recommend that it be eliminated. 

By its very nature urban redevelopment projects are frequently massive in 
physical size. Therefore, imposing an artificial dollar limitation can serve only 
to increase unnecessarily processing and construction costs. 

For example: In our own development we required a $14,085,000 mortgage. 
Because this exceeded the statutory limitation, the project had to be divided 
artificially into two separate projects with separate plans, specifications, docu- 
ments, and massive paperwork. The resultant additional processing costs and 
artificially required construction details to accomplish this division has added at 
least $50,000 to our costs. 

2. We consider FNMA’s present schedule of commitment fees unnecessarily 
burdensome, 

F-NMA’s present schedule of charges require that three-fourths of 1 percent for 
the commitment be paid at the time you apply for the commitment and a mar- 
keting and delivery fee of three-fourths of 1 percent at the time of completion 
of the project. 

In large urban redevelopment projects an application fee of this size imposes 
a hardship on the developer because of the substantial cash outlay required, 
especially since this fee is imposed at a time when there is no certainty that the 
project will go forward. Thus, in our own development the application fee paid 
to FNMA exceeded $100,000. 

It is our recommendation that FNMA’s schedule of commitment fees should 
be revised to provide for a nominal application fee with the balance of the com- 
mitment fee to be paid at the time of the financial closing. At that point at least 
the development is assured of going forward. 

In addition, FNMA’s fees should reflect more accurately its actual handling 
and processing costs rather than be stated in terms of percentages and used 
partially in lieu of a discount. While the percentages may appear to be nominal, 
the enormous size of redevelopment projects produces fees of substantial 
amounts. 

3. We recommend that the maximum interest rate on urban redevelopment 
projects, under section 220, be limited to 4144 percent. 

FHA first issued its commitments on our project in May 1956, when the in- 
terest rate was 4144 percent. In December 1956, the interest rate on section 220 
projects was raised to 5 percent. The rental schedule had to be revised sub- 
stantially upward in order to support this increased debt service load, and the 
local office of FHA seriously doubted whether our project would support the in- 
creased rentals which were required. Fortunately for us, just a short time 
after the interest rate increase was announced, an administrative regulation 
made it possible for FNMA to commit for the purchase of these mortgages at 
the 44% percent rate originally committed. The adverse impact of a high in- 
terest rate was dramatically demonstrated in our development. It would pro- 
duce an even more adverse affect in other urban redevelopment projects because 
our project is in the finest residential area of Philadelphia and can support 
substantial rents. A great deal of urban redevelopment work will have to be 
done in marginal areas and any factor which serves to increase rents will 
jeopardize the urban redevelopment program. 

It is essential, therefore, that the interest rate on Urban redevelopment proj- 
ects be at the lowest possible level consistent with sound fiscal practices. 
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4. We recommend that the statutory language authorizing FNMA to purchase 
section 220 mortgages be revised so that FNMA shall be obliged to purchase 
these mortgages in the same dollar amount that FHA will insure. 

Shortly before we prepared to make the financial closing for our development, 
FNMA advised us that they could not commit to take the permanent loans in 
the same amounts as our FHA commitments. This impasse arose because 
FNMA’s statutory language imposed a $15,000 per family unit limitation on 
their authority to purchase mortgages, and gave no authority to increase the 
mortgage amount for necessary accessory facilities such as garages and com- 
mercial areas. In our case, we were delayed for over a month while last minute 
plan changes were made so as to increase the number of family units in order 
to bring the mortgage amounts in closer balance between the two agencies, This 
necessitated converting essential commercial facilities into residential units in 
order to conform to the FNMA limitations. This statutory limitation on FNMA 
is unrealistic since large urban redevelopment projects must have, in order to 
be economically sound, all essential commercial accessory facilities and the 
mortgage amounts should properly reflect these fecalities. 

5. We recommend that FNMA be obliged to make construction loans where 
they have issued a commitment to purchase the permanent loan, providing the 
sporsors prove inability to obtain a construction loan elsewhere, except at a 
prohibitive cost which may prevent the construction of the proposed project. 

After we had secured the FHA commitment to insure, and FNMA’s commit- 
ment to purchase the permanent loan, we still had considerable difliculty in 
arranging a construction loan because of the problem of securing $14,000,000 
in a tight money market. We were fortunate that Provident-Tradesmens Bank 
& Trust Co. of Philadelphia displayed the initiative, as a matter of civic pride, 
to press forward with the monumental task of assembling a construction loan 
of this size. It was necessary for them to asemble a group of 10 banks, ineclud- 
ing some in New York and Pittsburgh, to handle this transaction. 

Since FNMA is required to purchase the permanent mortgages under the sec- 
tion 220 program, it would require very little additional processing work for 
them to make the construction loan. In addition, since they are already com- 
mitted to advance these funds, when the buildings are completed, it will enable 
them to put their funds to work at an earlier stage and thus receive income 
earlier. 

FNMA could make appropriate arrangements with local banks to act as its 
serVicing agents for the construction loan transaction, and thus avoid expending 
its administrative organization. 

6. We recommend that FHA be obliged to recognize all financing costs actually 
incurred by the Sponsors in the computation of the mortgage, if those financing 
costs exceed the 1144 percent allowed by FHA, and if the excess over the 1% 
percent is caused by charges made by a governmental agency. 

We were required to pay FNMA a %4 percent commitment charge and will 
be required to pay FNMA a *% percent marketing and delivery charges. In addi- 
tion, we were required to pay a 1 percent service fee for the construction loan. 
Thus, our total financing costs for the construction loan and the permanent 
commitment total 2% percent or $352,125.00. 

In computing the maximum mortgage FHA allows only 1% percent for 
financing costs. The excess 1-percent charge which FHA does not recognize in 
its computation of the mortgage represents $140,085 which we cannot recoup 
either from the principal sum of the mortgage nor will FHA consider it in the 
computation of the rents. Thus, it is a cost which is forever unrecoverable. 

We consider this to be an unnecessary burden on the sponsors and a factor 
which will inhibit and prevent participation in urban redevelopment work. 

7. We recommend that FHA eliminate its requirement that a cash equity equiv- 
alent to 3 percent of the replacement cost be retained in the project for 3 years. 

The urban renewal and redevelopment program offers an opportunity un- 
equalled in our history for the rebuilding of our cities and for the development 
of a stabilizing factor in the building industry. This can only be accomplished 
if participation by experienced and skillful builders is made possible on a realis- 
tic basis. Each builder has a limited working capital fund and to the extent 
that unrealistic statutory requirements freeze his working capital in a particular 
job, then to that extent the experienced and skillful builder is foreclosed from 
participating further in such a program. Thus, heavy cash equity requirements 
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imposed by FHA have the anomalous effect of limiting participation in the pro- 
gram by most experienced builders. 

Many years of organizational and development work by the sponsors must 
necessarily go into these urban redevelopment projects. This heavy investment 
of effort, and frequently large cash outlay, precedes the issuance of FHA com- 
mitment. All of this work and cash outlay may conceivably be lost for any one 
of a host of reasons may arise out of the uncertainties inherent in negotia- 
tions which must be carried with as many as 7 different agencies at various 
governmental levels. These uncertainties arise in many cases out of frequently 
conflicting philosophies of these agencies. Thus, many years of effort and 
heavy cash outlays are in constant jeopardy. 

Thus, in our case, more than 314 years of intensive effort, both by my asso- 
ciate’s organization and my own, were devoted to this project. In addition to 
this uncounted staff time, we expended more than $300,000 in out-of-pocket costs 
before construction commenced. 

There was superimposed on this investment FHA’s cash requirements for 
closing which was in excess of $550,000. There were certain other cash require- 
ments at the financisl closing which brought our total cash investment before 
start of construction to a sum in excess of $1,000,000. 

In addition, in very many of these projects, the sponsors and the builder are 
one and the same organization. They build the project without any cash fee. 
The cash fee which a general contractor would normally earn in a project of 
this character is, therefore, an additional equity contribution by the sponsors. 
Congress recognized that this service was a valuable one and stipulated that 
FHA shall recognize this service to the extent of 10 percent of the value of the 
construction, for section 220 housing only. Thus, in this project we are making 
an additional equity contribution, by building this project, in a sum in excess 
of $1,400,000 which is in addition to our cash investment of a sum in excess 
of $1,000,000. 

It is apparent that our ability to participate further in this program has been 
severely impaired by these monumental equity requirements. This restriction 
is imposed on us at a time when we have developed new skills and experience in 
this field. 


TREASURY DEPARTMENT, 
Washington, May 28, 1958. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

My Dear Mr. CHAIRMAN: Reference is made to your request for the views of 
this Department on 8S. 3824, “To clarify section 106 (f) of the Housing Act of 
1949 with respect to the making of relocation payments for displacements caused 
by programs of voluntary repair and rehabilitation in connection with urban 
renewal projects.” 

The proposed legislation would amend section 106 (f) of the Housing Act of 
1949 to permit payments in connection with urban renewal projects to families 
for moving expenses arising from their displacement as a result of programs of 
voluntary repair and rehabilitation in conection with urban renewal projects. 
Such payments are at the present time limited to families displaced by urban 
renewal projects in an urban renewal area. 

The proposed legislation is not of primary interest to this Department, and 
the Department has no comment to make as to its general merits. 

Very truly yours, 
NELSON P. Rose, General Counsel. 





Senator Ciark. We have a memorandum prepared by the Staff, 
Notes on Housing Activity, containing up-to-date information on 
various housing programs. It will be inserted in the record at this 


point. 
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(The memorandum referred to follows :) 
Nores ON HovusInG AcTIVITy 
PRIVATE HOUSING 


Private housing construction was down to 992,800 starts for 1957. This is 9 
percent less than 1956 and 24 percent less than 1955. The best year in history 
for new private starts was in 1950 when 1,352,000 units were put under con- 
struction; the second best was in 1955. The 1957 record was the poorest since 
1949. 

The poor showing in 1957 was caused by the shortage of mortgage money in 
general which affected particularly the FHA and VA Government-assisted pro- 
grams. Last years’ conventionally financed record was good—693,000 starts— 
the best since the 1920's. 

The first quarter figures for 1958 were disappointing also. The starts for 
January, February, and March were at an annual rate of 933,000 units, which 
is off 18 percent from the coresponding period in 1957. 

The home builders claimed the poor showing so far this year was caused by 
bad weather, builder caution, legislative uncertainty, and slow sales. 


Private Housing Starts (Conventional, FHA and VA, except Public Housing) 


a asa seach ch ci ane eaiarnags mseL up iaerialbb ash ivebelbeupeienahal Sich asininen afisiins mtsitbes 1, 309, 500 
a ete nea Rn vised ai esd: ona weap en ana en ain epee ane Sree thane aadbeilin wit Se 1, 093, 900 
SAPD ARE 2 OG Eg SP OR Se ee Se en ea 992, 800 


(Down 9 percent from 1956 and 24 percent from 1955.) 
1958 (annual rate): 


I ee a at es be ws ltdraalinaamaniniara ite dcdeceneie 1, 020, 000 
RN a asc ise noe nto fterpmAO GATE Mead er Nessim salen cs aS cs cha 890, 000 
ee ee ca lee alco eed eas iach eid Peco GUD ds Diep aitianerad 880, 000 
NR eae ieee cca i ecpcbccts eins ape atce ss he Del Goat ca adc nce ta Sa 950, 000 


1st quarter 1958 off 18 percent from 1st quarter 1957. 


New nonfarm private housing units started, by type of financing, 1950-58 




















Total Conven- | 3 FHA en 

private tional 

ee TG De seis aia cians icpeitidcdidhcnteaitetiictinicsanatliksieaet 

i 
1950_.... a ae i mena cle leet eens 1, 352, 200 665, 500 486, 700 200, 000 
SL Tlie otetaiithins tee anbaaeme ak te ee 1, 020, 100 607, 900 263, 500 148, 700 
WN 242 626 Lh ncathanwade detkeeoelL en cuidhs tnpitoebiebise 1, 068, 500 647, 300 279, 900 141, 300 
idnnadt cd Sebudbebedasocdodenurensoesncuddevecocens 1, 068, 300 659, 700 252, 000 156, 300 
RR ee eer ee es 1201, 700 | 618,400} 276,300 | 307,000 
See ek ae i akoee sa deenaneenceraTeeen 1, 309, 500 639, 900 276, 700 392, 900 
DO tLe id bec hbaacisetee debeadveddiasabawte 1, 093, 900 632, 000 | 189, 300 270, 700 
cae ee Ree ice links deere biretcee 992, 800 696, 200 168, 400 128, 200 
Seasonally Actual Conven- 
adjusted starts tional FHA VA 
annua] rate | | | 
a _| oka A 
1957 | 
TR ae in attcmesedes~sptnwen 962, 000 60, 100 40, 400 | 7, 700 | 12, 000 
eens a i cee S 935, 000 | 63, 100 43, 900 | 9, 300 9, 900 
I, Sek Ra gh eh se Rarer eae 933, 000 79, 300 | 56, 600 11, 300 11, 400 
UE ois dein wbcwiensusonierstbedecsesece 962, 000 91, 400 | 65, 800 12, 100 13, 500 
ON Ng Se tS wists Si pat ihiniawsiininadl 994, 000 96, 900 | 70, 000 14, 900 12, 000 
DE esha nbn cacdemind 2aE anhiendnmint = byaiiiied 995, 000 94, 500 66, 200 15, 300 13, 000 
BN ee a Me Gels eee | 1, 015, 000 93, 900 65, 900 15, 700 12, 300 
DEN L346 cA0): Jaca ch aneveunctnoe Subad 1, 056, 000 | 96, 800 | 67, 500 | 17, 700 | 11, 600 
OE os icigtn pubuenennentanieokia 1, 012, 000 90,.200 | 62, 000 16, 400 11, 800 
INGE ts a cketind abt p lads tindbandacn ait Ja 1, 020, 000 | 88, 400 60, 000 18, 700 9, 700 
es dia ila wes Jidbbure 1, 009, 000 75, 700 | 54, 300 | 15, 000 | 6, 400 
TO inks iakiwink Sarisvekaes sunwinews | 970, 000 60, 800 | 42, 000 14, 200 4, 600 
| 

1958 | 
I eta ee ee eae 1, 020, 000 | 62, 900 | 45, 600 13, 200 | 4, 100 
FREER EEE TS CE ee: 890, 000 60, 000 45, 800 11, 400 2, 800 
ESTEE es sas sm Uncles eeiiaie ilk : 880, 000 75, 100 | 55, 500 16, 500 3, 100 
PE iidiida de ckiansetessen shanna sananwes | 950, 000 90, 700 | 64, 015 | 21, 900 4, 785 
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Dwelling-unit starts, total and multifamily, public and private for United Statea, 




















1947-56 
Multifamily structures 
Total 1- and 2- Total Private 
Year starts a ml 
structures Public | 
Percent | Conven- 
Number | of total Total tional FHA 
starts 
ataliiiinen = semaine eecinet dase ane —|——— acl 
We: ort egct 849, 000 774, 000 75, 000 9 3, 000 72, 000 21, 000 51, 000 
ics ipl cslnteihcnanies 932, 000 814, 000 118, 000 13 14, 000 104, 000 26, 000 78, 000 
0..........-.-.) LG Ge 831, 000 194, 000 19 32, 000 162, 000 51, 000 111, 000 
ST Welt hatciened ha aoe 1, 396, 000 1, 199, 000 197, 000 14 38, 000 159, 000 1, 000 158, 000 
We. cw aanee den 1, 091, 000 940, 000 151, 000 14 63, 000 88, 000 11, 000 77, 000 
Sin i nécnaiiianaio 1, 127, 000 988, 000 139, 000 12 55, 000 84, 000 33, 000 51, 000 
Weh> cahake aden 1, 103, 000 978, 000 125, 000 ll 31, 000 94, 000 58, 000 36, 000 
Ws cs Cncdetsast ba 1, 112, 000 108, 000 9 18, 000 90, 000 65, 000 25, 000 
EE eee _| 1,329,000 1, 227, 000 102, 000 8 15, 000 87, 000 79, 000 8, 000 
caine csecdcamneiniel 1, 118, 000 1,020,000 | 98,000 9 14, 000 82, 000 76, 000 6, 000 
| eee me 4 906, 000 136, 000 13 | 16, 000 119, 000 101, 000 18, 000 








Source: U. 8. Department of Labor and Federal Housing Administration, 
FHA-INSURED LOANS 


FHA-insured loans in 1957 were off 12 percent from 1956 and were at the 
lowest level since 1946. Administration officials claim that the two factors of 
controlled interest rates and limitations on discounts were responsible for the 
poor FHA record. 

The FHA activity for the first 3 months of 1958 looks encouraging. Starts 
under FHA were up 42 percent and applications were up 62 percent over the 
corresponding period last year. At this rate starts under FHA for 1958 should 
be better than for the 2 previous years of 1956 and 1957. 

Figures for April indicate that the upward trend shown in March is con- 
tinuing. There is no doubt but that the emergency housing bill is responsible 
for much of this activity. Reports from FHA offices and builders alike indicate 
a decided spurt in consumer interest because of the more favorable down- 
payment provisions made available by the new bill. 


FHA starts (homes and rental projects) 


I ccli he g  e saencstlonie Sacth ba etek baa Siler ibang aio Pad aa tidal 276, 700 
toe incr Been Sen ma i nh i i iii era tt i la ta 189, 300 
I a gfe a tics i naan ees cash craw belies oan a man as mite sah linen ae 168, 400 
(12 percent less than 1956.) 
1958 : 
CRRUGTY 52k ois ha i ea Seine 13, 200 
WORT... 5 ono ttn nnn keeen anes ase 11, 400 
RNC as a et te tee eee usie a ean ee 16, 500 
FT aa ate winch a as leauge gt ee isan ies ica eda 21, 900 


40,100—up 42 percent from corresponding 3 months of 1957 but 
about the same as corresponding period in 1956. 


Applications for new home units 


1958 : 
RING on 5 skeen eae nbee gee enema te 17, 300 
SPONPORT Fs. oUE 5. JOSS: ae ede chee ELE Se tleetneae 20, 700 
GPC ole eee eee eb A aa 25, 000 
MPT bn ccc etree weston emma gee nemsmeintemntmtncbebledintntidle 31, 600 


63,000—up 62 percent from corresponding 3 months of 1957 but 
only about 7 percent above 1956. 


VA-LOAN GUARANTY PROGRAM 
The 1957 VA activity was very disappointing with only 128,200 units started 


under the program. The starts were down 52 percent from 1956 and represented 
the poorest year since the program started. 
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The activity for the first quarter of 1958 was a continuation of the downward 
trend, being off 68 percent from the same 3 months of last year. 

A report from VA on activity during April show requests up to 24,800 for the 
month. This can be attributable almost entirely to the emergency housing bill. 


VA loans guaranteed 


Starts: 
Cee el sila caenliinl cyto ty Spb Albin a aes deal nnsnh ania 392, 900 
Nee nn camila pate Du cpa ceswidtnerbeveriiows 270, 700 
aa as ns wins cles cominh ccm maven ania wdacs “date ae 
52 percent less than 1956. 
1958 : 
al lh a aatcin a de sien cnlapcinicn 4, 100 
Neen lial in nlish idrendniasn tend miitiiiie at atebeess 2, 800 
ne a crises ection es ae 3, 100 
I tl AM ik alt nd cl: ahem ean hah ai oveeclnadhépcalbepeitieccskaniests sition bs sole iacrbese sna 4, 785 
10,000 units, down 66 percent from corresponding 3 months of 1957. 
Appraisal requests 
1958 : 
I hihi sedhsssh hast hnienc cnt Sadist acti diilboie i soea alent tia Naar Ne oper 5, 300 
ID eithinth emcees ea tei ct iets Gta Niiealigicie: tke lanes 4b ww tac ecenaioarer tees 5, 300 
a a a etl igen at adnate aces teas poe easton eae omencdonores as 8, 400 
Ie ii aie ated eral hoe Ri Be os __ 24, 800 


t April figures are 195 percent higher than March figures. 
19,000 units, down 68 percent from corresponding 3 months of 1957. 
Trend in FHA-insured and VA-guaranteed applications for new home unita 


(New units in 1- to 4-family structures] 





| 
FHA appli- 











| VA appraisal 

cations requests 

ebitl received 
. ‘ 10, 500 18, 900 
\ . 12, 100 20, 200 
16, 200 19, 500 
16, 800 19, 400 
16, 900 16, 600 
16, 600 13, 700 
18, 400 14, 000 
22, 300 14, 500 
| 20, 400 8, 900 
} 20, 200 6, 400 
| 14, 700 3, 700 
13, 600 3, 500 
1958 | 

SI: sisicinenited tsediniteririnaindnn wercpuhii witiala | 17, 300 5, 300 
February . } 20, 656 5, 300 
RR ne to nancccnass | 25, 000 8, 400 


3 Raa eepaiaeater Bors Yok Sakic sce saab Bicse tect 131. wel 24, 800 





1 Applications for FHA insurance on projects amounted to 6,000 new units making a total of 37,600 new 
units for which FHA insurance was requested for the month of April 1958. 


PUBLIC HOUSING 


A great deal of criticism has been leveled at the Public Housing Administra- 
tion for the poor progress of low-rent public housing since the Housing Act of 
1956 authorized 70,000 units. Only about one-half of these have been reserved 
by the Agency, and 8,200 of these have been put under annual contributions con- 
tract. Only 220 units were put under construction as of the end of March. 

The program to date has 432,000 units under management. Of these, 220,000 
were built under the Housing Act of 1949 (Public Law 171), which originally 
authorized 135,000 units a year for 6 years, or a total of 810,000 units. 
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Public housing (as of Mar. 31, 1958) 


Low-rent: Unite 
Number authorized, Housing Act of 1956--.-_---------------~---- 70, 000 
etel. repueved. sno. oF Soc ad ii nice amen 34, 000 

Total under annual contributions contract______-_-_--_----_--- 8, 200 


Not yet under construction. _.———-~___.2.... ee 
Under construction 





Ulider metneemene 22)... 2. os None 
Total units under management: 

All. wrograiee ............ nig cy ic es a eal sade 432, 000 

Under Housing Act of 1040... 5. oso ccd 220, 000 

CORE RTE es eee eee eee 212, 000 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


FNMA has three programs: (1) Secondary market operations; (2) special 
assistance functions; and (3) management and liquidation functions. 
1. Secondary market operations 


This has been a very active program during the tight-money period of 1956 and 
1957. FNMA purchased the following FHA and VA mortgages from 1955 to 
December 31, 1957: 


Purchases 
Fiscal year: (in millions ) 
iii sist ciciusidptennmatanememiaiina ade $9. 5 
SOG G ioe etic b tin Be een cea eee 229.0 
OI ssi cen eriiesn Wiss hate Sasi snap egear nica tieatamaini ce aadeleas Godel iataanalane ae 1, 036. 8 
Paret 6 WOR Toleissin os coi ee oe aeenanaretin 406. 4 


The sales during the last few years have been negligible compared with pur- 
ehases. During calendar 1957 only $2.9 million of mortgages were sold. 

During recent months the changed picture on the supply of private mortgage 
money has reversed the flow of money into FNMA under this program. During 
March 1958 FNMA purchased $27,009,000 and sold $28,803,000 Government- 
supported mortgages. 

The balance in the fund for purchasing mortgages as of March 31, 1958, was 
$1,009 million. 


2. Special assistance function 


This program is intended for use in the purchase of FHA and VA mortgages 
under programs which are selected as requiring special aid. The mortgages 
are purchased by FNMA at par with a commitment and purchase fee totaling 
1% percent. There are two separte parts of this program, one under an allo- 
eation authority of the President and the other under categories specified by 
the Congress. 

Under special assistance programs authorized by the President, the most 
active is for urban renewal housing (FHA secs. 220 and 221). Disbursements 
or commitments under this part amounted to a total of $151 million up to the 
end of April. Only $17 million of this was for purchase of mortgages represent- 
ing about 1,700 units. 

This program is financed by borrowing from the Treasury but it is a profit- 
able undertaking, having earned $4,759,000 through December 31, 1957. 

In 1957, Congress had authorized $450 million for this program. The emer- 
geney housing bill added another $500 million with the direction that FNMA 
should use the money to purchase home mortgages as a means of retarding or 
stopping a decline in mortgage lending and home construction. Up until the 
end of April, the Budget Bureau had released only a small part of this new 
money to FNMA and of the money released there is reason to believe that very 
little will be used at this time. FNMA has instituted no new programs or new 
policy which would take advantage of this new authorization by Congress to 
help the economy. 

The Emergency Housing Act also added $1 billion of authorization for FNMA 
to purchase mortgages under a new category of low- and moderate-priced hous- 
ing (mortgages up to $13,500). The Budget Bureau released $700 million of 








832 HOUSING ACT OF 1958 


this fund to FNMA. The first few weeks of this activity was very gratifying 
and portends a successful program. The bill was signed on April 1 and at the 
end of the first 5 weeks the FNMA had entered into commitment contracts 
totaling $143,940,000 for the purchase of 12,000 Government-backed mortgages. 

The emergency housing bill also added $50 million to the armed services 
FNMA program for purchase of title VIII mortgages, making a total new addi- 
tion of $1,550 million for purchase of mortgages under the special assistance 
program. This program now has a total of $2,650 million authorization for 
purchase of FHA and VA mortgages. 


FNMA activity under the Emergency Housing Act of 1958 (Public Law 83-864, 
signed Apr. 1, 1958), in number and dollar volume of commitment contracts 























FHA-insured VA-guaranteed Combined 
Week ending a a ind a ee 
Number Amount Number Amount Number Amount 

a ee 410 $3, 989, 000 199 $2, 455, 000 609 $6, 444, 000 
PEE Bois deisdewnncnscunenecdsee 989 11, 384, 000 907 11, 059, 000 1, 896 22, 443, 000 
PA. + thontimeboungoaremes 1, 657 19, 002, 000 1, 227 15, 292, 000 2, 884 34, 294, 000 
Sith ee tat eeeeattoes osPnesae 1, 682 18, 503, 000 1, 437 17, 973, 000 | 3,119 36, 476, 000 
Be Ohh cca dee ces icaiuk's 1, 607 18, 705, 000 2, 036 25, 578, 000 | 3, 643 44, 283, 000 
I cnt a nai ies cclatntaon 6, 345 71, 583, 000 5, 806 72, 357, 000 } 12, 151 143, 940, 000 








Status of FNMA special assistance fund (as of Apr. 24, 1958 


{In millions of dollars] 
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| | 
Program Committed or| Balance 

















| authorization | disbursed | available 
ee laa — — | — — 
’ Designated by President 
Sinaien serguds SNL ER AS. bowy «duce dp se Sy 10.0 0.5 9.5 
NG Shion Sek nalrebe dein iwe neue balatkidetanlacmuetinands 7.5 | None 7.5 
ees eed aren ease 400. 0 150. 6 249. 4 
PN oh dade ln dcactvdeee donee Souk Cub ceaWevahlvdediode 15.0 |} 9.6 5.4 
Military fee URAC IE Ne S AGL ns Sane Deine abe i 11.1 11.1 None 
NN i ndecs ck datnebanies rpkemthaceeaee 70.0 16.4 53.6 
SR NINE S86 Sore enincetandeancecenedescues ane 4.0 2.4 1.6 
OES Sahin ttl vocthh he sctsdiccici Ne citib kot 517.6 | 190.6 $27.0 
“Withheld by Budget Bureau__..----------------------------- Mia, see ae 
Webes Oath ic ssi wit bk Ab tt 950.0 
Designated by Congress ae ee ee 
Cooperative (sec. 213)... .. dO) cbt Sek eR. sh 180.0 160.9 19.1 
OU ES 5 BUG odainde =k MERE = sips de Sy tl~e = a en 475.0 455. 8 19.2 
Low- and moderate-cost housing !_........-..-.----------.-- 300. 0 99.7 200.3 
SIDE: ceathek Piiciks Binwdicasitlisteicc utlaaian cei 955. 0 716.4 238. 6 
Withheld by Budget Bureau 2____--_---- adele a See ae Saray Shes gee 
IN DU iii chika sctilaa ls ciusib ios nent 1, 700.0 | 





1 The figures for this program are as of May 1, 1958. 
2 This includes $20 million for cooperative (consumer-sponsored) mortgages, $25 million for sec. 809 mort- 
gages and $700 million for low- and moderate-cost housing. 


8. Management and liquidating functions 

Under this function, FNMA is required to manage and liquidate its portfolio 
of mortgages acquired under contracts issued prior to November 1, 1954. 

As of August 2, 1954, when the new FNMA charter was approved, the port- 
folio of mortgages amounted to $2,414 million and commitments amounted to 
$737 million, a total liability of $8,152 million. This was reduced to $2,304 
‘million by the end of 1957, which is the approximate balance at this time. 

Originally the financing for purchasing mortgages under this program came 
through borrowings from the Treasury. In 1957, FNMA sold notes to private 
investors and refinanced $1.6 billion or about 70 percent of the total obligations 
with private capital. 
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“» 


FNMA has not sold any mortgages under this program since 1955 and has 
not yet announced when mortgages will again be for sale but if the present 
trend in the mortgage market continues, time may soon be ripe to reopen the 
portfolio for sale to private capital. 


COMMUNITY FACILITY LOANS 


Loans under this program are made by the Federal Government to supple- 
ment the resources of communities in the planning and construction of com‘ 
munity facilities. ste 
1. Advances for public works planning 

This is a loan program to help States, municipalities and other public agencies 


prepare plans for public works. 
The advances made since enactment of the law in 1954 are as follows: 


TOR 38 28 ee eh ee i es eee $240, 000 
TOG he ite SF ee ci eh Se a eee ee 3, 975, 000 
Wie ee es Us BS ee a ee See oe 6, 926, 000 
Ten 2 Mente OF W000 6 Se ea eee ee ee 5, 359, 000 

The status of the fund is as follows: . 
TORE autho Hons... kb ee $48, 000, 000 
Authorisation: avaliable. ccc centinn a tet Sipe eee 34, 000, 000 

(An additional $14 million will be made available July 1, 1957.) 

Actual: appropriation to: date.in... 6 nnn once cadens ele 17, 000, 000 
Commitments or advances (as of April 30, 1958) ---__--------_-_ 16, 500, 000 


About one-half of the advances have been for sanitation and water facilities. 


2. Public facility loans 

Long-term loans are made under this program to States and local public 
agencies to finance specific public works which are urgently needed. Priorities 
are given to small municipalities (less than 10,000 population. ) 

Loans are permitted up to 40 years but in practice the agency tries to limit 
loans to 30 years. The interest rate is based on the rate currently applicable for 
municipal and long-term bonds. Over the last several years, the rate was be- 
tween 4 and 5 percent. In late March, the interest rate was 4.125 percent and 
4.625 percent for general obligation bonds and revenue bonds, respectively, 
depending on which was put up as security by the community for the loan. 


Public Facility Loans 


I iii a ee nel $100, 000, 000 
Cypiti tats Om OF SUG 3. Re ii i ee ee 14, 600, 000 
Committed from July 1, 1957, to May 1, 1958_....._-....-.....-.. 11, 200, 000 
Total: CommistGd BS CL MAY 1; 19 Givin ieee 25, 800, 000 
I iiss siciviansittinnsigihaninaitpilsStiniaitntl leas tailiaatinnbmaceal 74, 200, 000 
Urban Planning Assistance: A grant program (section 701 of Housing Act of 
1954). 


Administered by: Urban Renewal Administration. 

Purpose.—To facilitate urban planning for smaller communities (less than 
25,000 population) which lack adequate planning resources. The grants are 
made to official State, regional, or metropolitan planning agencies. The plan- 
ning shall be for surveys, land use studies, urban renewal plans, technical serv- 
ices, and other planning work, but excluding plans for specific public works. 

Terms of grant.—It shall not exceed 50 percent of the estimated cost of the 
work for which grant is made. 


Million 
A NOI si sii aS Siemens = snsttintn nati So selene dh claimant $10 
DI ao ths wtabicttid cr Secitebiintdin toe nemeet one ee 5.8 
AREA DIN CT OE isin. cciittihrcb wip nantinnicnionimntiipintnheiamniilt *5.3 
DOCU DONNIE siicitts Anieainttindiimiicsnanintntandidimmiael *2.0 


1144 projects. 
256 projects. 


Applications, coming in to regional offices, average $350,000 per month. 
No applications received subsequent to December 16, 1957, have been processed, 
because of lack of funds. 
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Oollege housing loan fund—As of April 1, 1958 








Millions 
of 

dollars 

I an ds saad sa bem eninciiinlbndtinshignenioinane $925 
enn TI ee nk. ctenmmmmensinonnine 25 
a a a menbeitngnaniaphaueioventsannpuna 900 
I a nT adi shmiemenmainiibinibandiinmabiconaas 843 
ON itt ci cahea dit hl ig AN ik a ke ei as 57 

I a a ircien alias ei cilnbllestttinceanateenccilnieaasith bitin aa ini 27 
bi ints iinet a ibictienicemensamddeencmensaness 30 


At the present rate of applications for loans, not only the $30 million available, 
but also the $25 million impounded by the Budget Bureau will be needed. It is 
believed that many colleges are withholding applications and in fact are dis- 
couraged from submitting applications because of the small balance in the fund. 

The current interest rate on college loans is 3 percent. According to law, the 
Treasurer computes the average interest paid on all Government obligations 
and adds one-fourth percent. This is done at the end of each fiscal year and 
is applicable for the ensuing year. 

The administration has recommended another $200-million loan fund author- 
ization for fiscal 1959. 

URBAN RENEWAL PROGRAM 


This program, originated in 1949 to provide Federal assistance to communities 
for slum clearance and urban redevelopment und broadened in 1954 to help 
communities prevent the spread of slums and blight through rehabilitation and 
conservation of deteriorating areas, has made real progress in the past year. 
The program has been slow-moving because of the extremely complex procedural 
problems in getting local clearance and Federal approval of the urban renewal 
plans. The time requirement has been from 4 to 7 years from original planning 
to eompletion. Up to the present date, only 4 projects have been completed, but 
521 projects have been approved for assistance. 

Recent activity of the program is indicated by the following data: 


Capital grants 


| 


























| 
Fiscal year | Reserved | Disbursed 
tai —_ ea 
Rs ART dla aii Anertn nda dipihigminemndanentne nateaettilcmeg th aneton ditedit $72, 000, 000 | $33, 500, 000 
Si cetnckdlaiiddeeeiiaslon heiesixeaiaihinimnteio maaan aimsendaemataiinaan Sihahbibie-ab eaten so aveesaa ois 212, 700, 000 | 13, 000, 000 
a a at | 237, 800, 000 | 30, 100, 000 
Be IID ns ns cca cictinareitaemaaiadananeiammpeiea tiene stkbcae ame 204, 300, 000 | 17, 300, 000 
| | 
Projects and localities 
Planning approved Execution approved 
Calendar year ee ee ee a eee pas as J «4 SS eee 
| | completed 
Projects | Localities Projects | Localities 
iceaiiaatlepi comiaiiiiil - Ti 4 
| 
BPE 6buct uckdataeehaabentidcticsaacke 61 46 24 | 22 0 
DEO: oink pati ahd de dibibetiisctbsdwieine 90 tt 23 | 22 1 
i i dole A cei 57 | 47 | 62 | 54 3 
PU Ab OIE 6 cc eacincartcencncsanas 3 | 3 | 24 | 16 0 
| 








The basic issue faced by the Congress in urban renewal legislation is the 
approval of the amount of capital-grant authorization. In 1957 capital-grant 
funds were depleted to the point that URA had to issue rationing regulations. 
Many communities were turned down for lack of funds after they had spent 
considerable time and effort in preparing applications. The Housing Act of 
1957 authorized $350 million additional capital-grant money, making a total 
authorization of $1,250 million. Of this amount, the Budget Bureau is with- 
holding $54.4 million. The URA has been flooded with applications estimated 
at about $360 million for this year. It is estimated that URA will have a 
backlog of well over $200 million of pending applications by the end of the year. 
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The status of the fund as of May 2, 1958, is as follows: 


mT Te GR is cchiccinnalishicpiehttla-ciiceitcssidtic atta kala * $1, 250, 000, 000 
RRO iy TOE na oii ii ccinmcnerll 1, 195, 600, 000 
Reservatiens through May 2, 1958_......................._.. 1, 140, 700, 000 

DSRS: NUOTOIIE 5 ecaitts ected ces cccdbin tee 54, 900, 000 


2 Congress authorized an additional $100 million subject to Presidential allocation (1955 
act). This amount has never been released. 


The status of community participation as of March 31, 1958, is as follows: 


Projects Localities 








ee I ide sts, cncticicamnins eccdawbmedserunsbeadeee 521 315 


INN I aici eid eal tari ace a ene eae 304 232 
IT, SON geo co ce iso ns wien sac iontinatn  ehiicnntaics Dane 213 143 
Completed _ ___- ae ‘i Ee datas whaa sep aussi a adgcddaccia tee 4 3 


POPULATION AND HOUSING FACTS—UNITED STATES 


1. Population.—172 million (as of January 1958)—increase of 15 percent from 
January 1950 population of 150 million. United States adding about 3 million 
population per year—estimated to reach 180 million by 1960, 193 million by 1965, 
and 210 million by 1970. 

2. Births.—4,302,000 in 1957. This is the highest in history of United States. 
Compares with 3,649,000 in 1950 and 2,559,000 in 1940. 

3. Marriages.—1,516,000 in 1957. This is down 3.4 percent from the 1956 figure 
of 1,569,000. Compares with 1,667,000 in 1950 and 1,596,000 in 1940. The 1957 
marriage rate of 8.9 marriages per 1,000 population is far below the postwar peak 
rate of over 12 and is one of the lowest rates in history. Marriages in 1958 are 
likely to be less than 1957 because of continuing effect of low birthrate of mid- 
thirties and the present recession. However, marriages are likely to continue 
to increase to reach a peak in midsixties following the increase in number of 
young people reaching marriageable age. Reference to following figures will give 
some idea of potential new marriages: 

Estimates of 


population— 

age 18 to 20 
1955 i icp cach dc sl gap etd Coane csi octal ales a 6, 507, 000 
ae a a oe a cecin ae aes nee ee a 7, 300, 000 
Or he a ge Ni alae enlace cheetah cease nace ieee cee Le ce 9, 300, 000 
Eases scree as oes pol theta ss eb adie nod ca nt alana ip tats ghee 10, 900, 000 


By 1965 we can expect 48 percent more marriages than in 1955, assuming the 
same economic conditions. 
4. Households— 


Estimated : 


DEGICRP Str. Sa a I se a ee eae 49, 543, 000 

eer $N0C oo as eo ne eee ee 50, 300, 000 
March 1957: 

ROU oe 5 Se ee Se a ee eee 44, 325, 000 

eR sa 5k ih ek kn Sek eel ie ee 5, 218, 000 


Nonfarm households increased at a rate of over 1 million per year for last sey- 
eral years. Farm households lost about 150,000 per year over last several years. 
5. Dwelling units— 


Dstimated about: 


LORRI S006. ol Soe ae ee ee 55, 340, 000 
Ppremee Nea Sit le Sa dl eB 56, 500, 000 
Substandard dwelling units: 
IO Cin A cede tasdintie ee 13, 000, 000 
National vacancy rate (1st quarter, 1958) : 
Percent 
ek hg |) a ee ee eS 2.8 
at ca a ale a ca ec ce a ee a 3.2 
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6. Source of housing demand.—(a) Net household formation: about 1 million 
per year in nonfarm areas. 

(b) Houses torn down, demolished, burned, etc.: about 400,000 per year have 
been lost since 1950. ' 

(c) Family mobility or net inmigration into certain tight housing market 
areas: No data on this, but is probably as important as the other two sources of 
demand. About 1 out of 5 families move every year. Those-moving into already 
crowded areas create a big demand for housing. 





New York Crry, May 12, 1958. 
Hon. Jacos K. JAvITs, 


The United States Senate, 
Washington, D. C. 


Dear SENATOR JAvits: Thank you for offering to bring this letter and its sub- 
ject matter to the attention of the proper committees of Congress. 

It is my understanding that the Government Operations Committee of the 
House of Representatives is exploring the nature of the civil defense shelter 
requirements and the scope of practical, possible solutions. 

The point of departure for my letter is the assumption that some sort of 
shelter construction program is needed and, as a practical matter, can be un- 
dertaken. 

My associates and I, along with other groups, are engaged in carrying out or 
have under construction various title I FHA urban rehabilitation projects in 
various major cities. By coincidence, all major cities have become important 
potential targets for enemy atomic attack. 

Irrespective of whether actual attack is to occur, it would appear neces- 
sary to provide our citizens residing in major cities with the belief that, in 
event of hostilities, they have at least minimal chance of survival. Otherwise in 
time, it will probably be impossible to command the necessary political sup- 
port from the electorate for a strong foreign policy and the military and for- 
eign aid programs relating to such a policy. 

I am reliably informed that technical solutions to the defense shelter prob- 
lem are in a state of flux owing to changes in the nature of possible attack 
with its resultant effect on the time that prudence and conditions dictate be 
allowed for advance warning to the civilian population. 

Assuming that time for advance warning is confined to 15 to 30 minutes, then 
it seems mandatory that the shelter be incorporated in the structures where the 
populace lives and works. 

Additionally, I am assuming that the Congress will probably conclude that 
protection against impact and the direct blast effect is financially impractical 
and that, consequently, shelter may be confined to protection against fallout and 
incidental damage from radio active sources during a 30- to 60-day period when 
plans for mass evacuation from the exposed area might be implemented. 

Another valid assumption seems to be that it is impractical to contemplate 
that the office and residence structures in our major cities will be reconstructed 
in their entirety to meet the defense shelter problem and, as a result, the problem 
will be dealt with piecemeal in the general course of new construction. 

On the basis of the above assumptions, I recommend that the Congress consider 
enacting amendments to existing FHA and other appropriate legislation to pro- 
vide for federally financed incentives to permit and pay for the costs of including 
such adequate civil defense shelter facilities as may meet minimum technical 
requirements to be established by designated appropriate executive departments 
or agencies. 

The title I urban rehabilitation program is gathering momentum and any 
delay in reaching decisions as to how to provide for the defense shelter require- 
ments means the passing up of additional opportunities for meeting defense 
shelter needs in the new building sponsored by the FHA, title I program. Con- 
sequently, I believe action should be taken before the adjournment of Congress. 

Kindly feel free to call upon me directly or though my counsel, Mr. William R. 
Burt, (whose office is in the Barr Building in Washington, D. C.) for any 
assistance that I may provide to you or to the appropriate committee of Congress 
in this matter. 

Respectfully submitted. 


HErsert 8. GREENWALD. 
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DEPARTMENT OF THE ARMY, 
June 4, 1958. 
Hon, J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, United States Senate 


DeaR Mr. CHAIRMAN: Reference is made to your request for the views of the 
Department of the Army with respect to S. 2865, 85th Congress, a bill to amend 
title I. of the Housing Act of 1949 to authorize in certain cases financial as- 
sistance for community relocation and letter from this Department dated March 
5, 1958, indicating that the Department of the Army had considered the bill and 
recommended that action be deferred pending an overall study then being made 
by the Department. You were informed that you would be advised of the con- 
clusions reached. 

As a result of the study of the policies and procedures affecting acquisition 
of real property and the various individual proposals that have been made to 
amend these policies and procedures, the Secretary of the Army recommended 
to the Secretary of Defense that it would be in the national interest not to con- 
tinue the piecemeal modification of procedures that has been undertaken but 
that rather there should be created a commission charged with no other respon- 
sibility than the study of the adequacy of compensation in Federal land 
acquisitions. The Secretary of Defense has approved this recommendation 
which has also been concurred in by the other military departments. 

Accordingly, the Department of the Army is opposed to the enactment of S. 
2865 because it is another piecemeal effort to provide alternative standards for 
just compensation. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
WILBER M. Brucker, Secretary of the Army. 


COMPTROLLER GENERAL OF THE UNITED, STATES, 
Washington, June 4, 1958. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, United States Senate 


Dear Mr. CHAIRMAN: Further reference is made to your letter dated May 15, 
1958, requesting our comments on S8. 3805. 

S. 3805 would add a new subsection to section 607 of the so-called Lanham 
Act, as amended (42 U. S. C. 1587), which deals with the disposition of perma- 
nent war housing other than housing conveyed for low-rent use. The proposed 
subsection would permit the Administrator to modify the terms of existing sales 
contracts and mortgages on such housing. It would permit reduction of the 
purchase price and the granting of easier terms of payment, either as to interest 
rates or repayment period. With respect to such housing sold to mutuals and 
cooperatives, the proposed subsection would require the Administrator to en- 
deavor to make such modifications in the terms of existing contracts and mort- 
gages as may be necessary to enable the mutual or cooperative to retain posses- 
sion of the property, provided that these modifications do not result in undue 
sacrifice of the interest of the Government. 

It is our understanding that some mutual and cooperative groups who pur- 
chased such permanent war housing are experiencing difficulty in meeting their 
mortgage payments. The original sales price for these projects was based, in 
part, on a capitalization of the anticipated net income from rentals. In several 
cases, we understand, the anticipated net income has not been realized. Of 
these cases we understand that one project in South Bend, Ind., has had an un- 
usually large number of vacancies, as a result of which payments on the prin- 
cipal of the mortgage indebtedness have had to be postponed. We understand 
that there are some 3 or 4 other projects which are also experiencing difficulty 
in meeting their mortgage payments. 

Whether these few groups should be given more favorable treatment than 
other more successful groups is a matter of policy for the Congress to decide. 
Should it be decided to grant relief to these groups, we believe consideration 
well might be given to permitting only a postponement rather than a reduction 
of existing obligations. 

Sincerely yours, 
JOSEPH CAMPBELL. 
Comptroller General of the United States. 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, June 5, 1958. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate Washington, D. C. 


Dear Mr. CHarrMaN: It is our understanding that the Subcommittee on Hous- 
ing is including in the housing and urban renewal bill for 1958, which is being 
reported to the full committee, the provisions of section 204 of S. 3781 which is 
also before your committee. 

We are greatly concerned with the effect of the last two sentences of the 
proposed new section 10 (c) which would be added to the United States Housing 
Act of 1937 by section 204 of 8. 3781. These sentences would provide for an audit 
of the books and accounts of local public housing authorities by a State auditor 
or by a public accountant. After such audit had been made, the local public 
housing authority would certify annually thatit had complied with the provisions 
of the United States Housing Act of 1937 and that the financial statements were 
true and correct. It may be noted that the financial statements are required to 
be certified by the local housing agency, not the auditor. Such certification 
would be final and conclusive on the Public Housing Administration, the Comp- 
troller General, and all officers of the Federal Government in the absence of 
fraud or evidence of gross waste or extravagance. We strongly oppose the 
adoption of these audit and certification provisions for the following reasons. 

Most local housing authorities are, in effect, independent public bodies in that 
little, if any, budget control or other supervision is exercised over the authorities 
by local, county, or State officials. Local communities do not appropriate funds 
to the authorities. The authorities’ income is derived mainly from the rental 
of public housing projects (made possible under authority of the United States 
Housing Act of 1937, as amended) and from Federal subsidies. The local com- 
munities’ contribution to the projects consists only of a partial real estate tax 
exemption and does not involve funds. Hence, in the event of mismanagement 
of the projects, it is the Federal Government that stands to lose financially. 
Many operating weaknesses might not be considered fraudulent or grossly 
wasteful and extravagant and, yet, might result in the needless expenditure of 
large sums of Federal funds. 

During fiscal years 1956, 1957, and 1958 we made site reviews of 38 of the 840 
local housing authorities. We observed several deficiencies and weaknesses in 
the authorities’ operations which we believe resulted in unnecessary increases in 
the Federal subsidies and which, if allowed to continue over the 40-year term 
of the annual contributions contracts under which the authorities operate, could 
result in the needless expenditure of several million dollars of appropriated funds. 
To date we have issued nine reports to the Commissioner, Public Housing Admin- 
istration, and in many instances he has taken action intended to correct the 
deficiencies and weaknesses that we noted. 

For example, we observed that many authorities had idle funds which, had 
they been invested, would have produced income to the authorities and would 
have helped to reduce the Federal subsidy. We reported this matter to the PHA 
Commissioner and he advised all authorities of the importance of investing 
available funds. In early 1958, the authorities reported to PHA that during 
1957 they had increased their investments by about $31 million over the amount 
invested during and before the 1956 fiscal year. On the basis of the additional 
funds invested by the authorities, we estimate that, in 1957, additional interest 
income of about $1 million was earned and was available to help reduce the 
Federal subsidy. 

In addition, we observed other deficiencies in the authorities’ operations which 
involved unnecessary expenditures or the failure to realize potential revenue 
and which, therefore, resulted in increased Federal subsidies. These include 
(1) excessive vacancies in the projects, (2) overstaffing, (3) excessive legal fees, 
(4) procurement of luxury automobiles and inadequate control over vehicle 
usage, (5) extremely liberal leave and travel allowances, (6) uneconomical 
procurement of hazard insurance, and (7) weaknesses in other procurement 
policies and practices. 

The Federal Government’s maximum liability to make annual contributions to 
local housing authorities under outstanding contracts totals over $4 billion. We 
believe that the results of our audits of the local housing authorities have clearly 
' shown the need for such reviews if we are to keep the Congress informed of the 
conduct of the federally subsidized low-rent public housing program. 
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We believe that the adoption of the proposed audit provisions would hamper 
not only our reviews of the local housing authorities but also those of the Public 
Housing Administration. In addition, the proposed finality of the local housing 
authorities’ certifications would preclude effective control by the Public Housing 
Administration and review by the General Accounting Office over the spending 
of millions of dollars of funds appropriated by the Congress to subsidize the 
low-rent public housing program. For these reasons, we strongly oppose the 
adoption of the proposed audit and certification provisions. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


STATEMENT OF ALGERNON D. BLack, ACTING CHAIRMAN, NATIONAL COMMITTEE 
AGAINST DISCRIMINATION IN HOUSING 


This statement is presented by the National Committee Against Discrimina- 
tion in Housing, a nonprofit agency which coordinates the housing activities of 
27 major civil rights, religious, labor, and minority group organizations in the 
campaign to eliminate discriminaton from the Nation’s housing market. (A list 
of the member organizations accompanies this statement. ) 

For 7 years the national committee has urged that the benefits of Federal 
housing programs, which are supported by the tax moneys of all citizens, be 
dispensed without discrimination based on race, religion, or national origin. 
For 7 years our committee has testified before congressional committees, has 
written to the President, and has met and corresponded with various Government 
officials in connection with the effect of residential segregation on our national 
life. Each year we are forced to say once more we are appalled by the fact that 
racial discrimination continues in federally aided housing programs. 

The guaranty of equal opportunity for all citizens is an established policy of 
this Nation. From the drafting of the Constitution down to the present time, 
this basic doctrine has been restated by the National Congress, by the courts, 
and by the Executive. In the field of housing, as far back as 1866, the Civil 
Rights Act of April 9 declared: “All citizens of the United States shall have 
the same right, in every State and Territory, as is enjoyed by white citizens 
thereof to inherit, purchase, lease, sell, hold, and convey real and personal 
property.” 

More recently, President Eisenhower in his 1954 housing message to Congress 
stated: “ * * * the administrative policies governing the operations of the 
several housing agencies must be, and they will be materially strengthened and 
augmented in order to assure [emphasis ours] equal opportunity for all of our 
citizens to acquire, within their means, good and well-located homes.” 

In February 1954, HHFA Administrator Albert Cole promised that procedures 
would be tightened “to make doubly sure that all citizens, regardless of race, 
are given an even break.” 

In a press release dated May 22, 1958, FHA Commissioner Norman P. Mason 
said in part, “Whenever a government agency is concerned with the public wel- 
fare, it is its- responsibility to see that no elements in the population are ex- 
eluded from its program and, indeed, to make sure that all elements have the 
same chance of inclusion.” 

Yet, despite constitutional provisions, guaranties of law, pronouncements of 
the Executive and administrative officials over many decades, it is an inescapa- 
ble fact that the Federal Government, through its farflung housing operations, 
is today supporting and reinforcing the spread of residential segregation. Urban 
renewal developments continue to receive Federal approval and funds, despite 
plans for new segregated housing. In Federal public housing, the majority of 
the projects are segregated. FHA and VA continue to underwrite racially 
exclusive suburbs. As a result, in most centers of population, it is the minority 
groups who live in substandard housing and slums. 

Today the housing shortage in our Nation is as critical, if not more so, as it 
was when the Federal Government entered the housing picture 23 years ago. 
With the decline in population in rural America, and the consequent increase 
in urban areas, the situation becomes more aggravated each year. The urban 
population of the United States, according to the 1950 census, represents two- 
thirds of the total; in the Northeast the proportion rises to 80 percent, and in 
the West to 70 percent. 
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A significant development in this dramatic population movement is the fact 
that the nonwhite population in urban areas is increasing more rapidly than 
the white. In Morton Grodzins’ study of the 14 largest metropolitan areas 
(Scientific American, October 1957), where more than one-third of all United 
States citizens reside, it is pointed out that between 1940 and 1950 the total 
white population in those 14 cities rose only 4 percent, whereas the Negro popu- 
lation leaped upward 68 percent. 

With the increasing exodus of middle and upper class whites to generally 
restricted suburbs, there is emerging a national pattern of the older central 
city occupied by a growing concentration of nonwhite families surrounded by 
lily-white Suburbia, U. S. A. The economic, social.and political consequences 
of this situation are appalling. 

The nonwhite family confronts special problems superimposed on the general 
shortage of housing. Excluded from the overall housing market, these millions of 
minority families pouring into urban areas are being forced into already over- 
crowded ghettos. In a Chicago area, Negroes live 90,000 to the square mile, 
while whites in neighboring crowded apartments are only 20,000 to a square 
mile. One single block in Harlem has a population of 3,871 nonwhite persons— 
the Architectural Forum estimates that “at a comparable rate of concentration, 
the entire United States could be housed in half of New York City.” 

In a provocative article in the February 1958 issue of House and Home, the 
Luce publication for builders, Editor Gurney Breckenfeld poses the question, 
“Will race bias make slum clearance hopeless?’ Reporting that the increasing 
number of minority families moving into large northern cities are allowed to 
live only in the ghetto, Mr. Breckenfeld says: “But the ghetto means overcrowd- 
ing. Overcrowding means slums, which are still forming faster than they are 
being erased.” 

Regarding the alternatives, Mr. Breckenfeld says: “They are: (1) accept 
racial integration in housing and other forms of northern lifé and custom; (2) 
surrender some or many central cities to Negro political domination probably 
accompanied by mushroom slum growth and (later) by either municipal bank- 
ruptcy or taxation so stiff it will drive business and industry into the suburbs 
amid fantastic losses in realty values; (3) stop such wholesale migrations with 
a job-shattering depression.” 

That the United States Government is the single most important factor in the 
national housing market cannot be questioned. Government policies and prac- 
tices have tremendous influence on community planning and residential patterns 
in every section of the Nation. 

It is increasingly clear that segregated housing is the major barrier to a truly 
democratic America. The Supreme Court’s public school decision is, in large 
measure, being rendered ineffective because of residential segregation. Indeed, 
some of the opponents of school integration have frankly stated their hope of 
nullifying the decision by the use of Federal housing aids to set up ghettos. 
Certainly the desegregation of schools cannot be made a reality so long as com- 
munities are racially restricted. 

The creation of new ghettos, even though disguised as urban renewal or re- 
development, will ultimately destroy the civil rights gains of the past decade. 

In the global struggle between the forces of democracy and those of tyranny, 
the world’s eyes rest on the United States. In this age, when mankind’s freedom 
quite literally hangs in the balance, it is imperative that this Nation translate 
its democratic philosophy into practice. What is more basic to the whole demo- 
cratic process than man’s right to seek shelter for his family, without the arti- 
ficial restrictions of race, creed, or national origin? 

A survey of the three major Federal housing programs demonstrates that the 
Federal Government is not fulfilling its fundamental responsibility to treat all 
its citizens equally. We refer to urban renewal, FHA, and public housing. 


URBAN RENEWAT. 


Operating within a pattern of discrimination, this program is resulting both 
in the curtailment of total living space available to minority families and in 
increasing segregation. Entire Negro neighborhoods are being cleared to make 
way for housing restricted to whites only; some presently integrated areas are 
being “renewed” on a segregated basis. This is accomplished by decision of 
the developer, to which the Urban Renewal Administration bows, or because of 
high rents and sales prices. (A high percentage of housing presently provided 
under urban renewal is in the luxury class. For example, most of these 
apartments in New York City are renting at $50 per room.) 
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The impact of this program on minority families is revealed by the fact that 
almost two-thirds of the families displaced are nonwhite. Further, the most 
recent report issued by the Urban Renewal Administration (as of December 31, 
1957), indicates that only two-thirds of the original dwelling units are being 
replaced, resulting in a net loss of 52,000 units. This means to date the urban 
renewal programs has decreased the total housing supply by 52,000 homes. 

In a statement made before the Subcommittee on Housing of the Senate Com- 
mittee on Banking and Currency on May 12, 1958, HHFA Administrator Cole 
said it is estimated that during the 3 years ending June 30, 1960, 247,000 
families will be displaced by various Government programs, including the 
highway program. 

The total number of approved projects for open or predominantly open land 
has remained at 14 since the June 30, 1956, report—which means that every 
site approved during the last 18 months has been in an area where thousands 
of people are already living. 

The conclusions to be drawn from these figures are shocking. Urban renewal 
is reducing the supply of low-rent housing at a time when there is a critical 
shortage of this kind of shelter; a heavy majority of those displaced by urban 
renewal are nonwhite; a restricted housing market forces a large percentage of 
these minority families to seek shelter in already overcrowded ghettos, extend- 
ing its fringes and automatically creating new slums. 

The present handling of the workable program, which a city must present 
before it is eligible for urban renewal assistance, raises grave questions. 
Administrator Cole has the sole responsibility for certifying workable programs 
and yet, despite the important race relations questions involved in urban 
renewal, no race relations staff is attached to the Administrator’s office. The 
lack of careful race relations review of workable programs, and the blind 
acceptance of the cities’ claims is being reflected particularly in relocation 
difficulties. 

Urban renewal has become the keystone of Federal housing activities. But 
as the program has expanded, the race relations staff has decreased from 5 
specialists to 1. There is an urgent need for race relations staff in the Admin- 
istrator’s office and in each regional office. 5 

The opportunity under this program for the development of good housing 
and sound human relations is as great a challenge as ever. But if the oppor- 
tunity is to be realized, the Urban Renewal Administration must prohibit all 
racial restrictions in the program; realistic site selection policies must be 
followed, including use of open and predominantly open land; and there must 
be thorough race relations review of all workable programs and all renewal 
projects. Further, there should be a requirement that the price range of the 
housing provided bears a relationship to the needs of the community. 


FEDERAL HOUSING ADMINISTRATION 


For more than a decade FHA has placed the prestige of the Federal Govern- 
ment behind segregated housing. While it is true that it no longer officially 
recommends restrictive covenants and it now insures open occupancy housing, 
it does not prohibit discrimination. The agreements which it requires from 
recipients during the life of the mortgage (that no racial restrictive covenants 
will be recorded against the property, and that no lease will be executed which 
would restrict occupancy on the basis of race) are largely meaningless. FHA 
is fully cognizant of the fact that builders of FHA-aided developments simply 
do not admit nonwhite families. Our cities continue to be surrounded by a 
growing vise of exclusive white suburbs built with FHA assistance. 

So far as the production of homes for minority families is concerned, FHA’s 
record is a sorry one indeed. Less than 2 percent of the total number of new 
homes insured by FHA since 1946 have been available to minorities. The vast 
majority of these have been in all-Negro developments in the South. 

Five States have found in necessary to step in where the Federal Government 
fears to tread. In Washington, Oregon, New York, New Jersey, and Massachu- 
setts, laws barring discrimination in FHA- and VA-aided developments have been 
passed and are working well. FHA’s contention that a nondiserimination re- 
quirement would destroy the program has been refuted by an official report of 
FHA itself. The New York law went into effect in late 1956. In March 195s, 
the agency reported twice as many FHA-insured rental projects were started 
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in the New York area in 1957 as in 1956. As of July 1, 1957, approximately 
$1,050 million had been invested in New York State in developments where 
discrimination is prohibited by State law. 


PUBLIC HOUSING ADMINISTRATION 


While the courts have uniformly held that segregated housing is unconsti- 
tutional, PHA continues to disperse Federal funds for segregated housing. 

It is true that public housing has supplied the only substantial source of 
standard housing available to minority group families. It is also true that 
public housing has been almost the only source of nonsegregated new housing. 
But more than half of the projects still remain segregated. In addition, the 
displacement by slum clearance, the use of a high percentage of slum sites, the 
restrictions in the private housing market, and low incomes are resulting in a 
heavy concentration of nonwhite families in public housing which threatens 
integration where it presently exists. 

There is no question but that the needs of minority families cry out for a 
full-scale public-housing program, but the emphasis should be shifted from 
clearing slums to increasing the housing inventory. The need is for open land 
developments and for better use of predominantly open land. Further, there 
is a clear moral and constitutional mandate for prohibition by PHA of the use 
of its funds for segregated projects. 


RECOM MENDATIONS 


We respectfully submit that the time for unequivocal prohibition of segrega- 
tion in all federally assisted housing programs is long past due. To that end, 
we recommend that the following actions be taken: 

1. Federal assistance, in any manner whatsoever, should be conditioned on a 
guaranty that the accommodations will be available to dll qualified persons 
under the same terms and conditions, without regard to race, religion, or na- 
tional origin. 

2. It should be concretely demonstrated that decent, safe, and sanitary hous- 
ing is actually available to meet the specific needs of displaced families before 
slum-clearance projects are approved. 

3. A balanced program, including open and predominantly open sites for urban 
renewal and public housing and taking into account the need for middle-income 
housing, should be required from localities. If this program is to result in any 
middle-income housing, the Federal subsidy should be increased over its present 
two-thirds of the writedown of land cost. 

4. Unified relocation standards should be established for urban renewal and 
public housing as well as for all other displacement by Government actions, and 
concrete evidence of feasibility of relocation plans for taking care of the total 
displacement by Government action should be required in workable programs. 

5. Authorization for public housing should be increased to an annual produc- 
tion rate realistically related to housing needs of low-income families, in addi- 
tion to the requirements for rehousing displaced low-income families. Localities 
should be required to plan public housing projects as parts of well-balanced and 
protected neighborhoods, to avoid large projects which become communities of 
one economic (and often racial) group. In addition, provision should be made 
whereby families may purchase apartments cooperatively as their incomes in- 
crease, and for overincome families to remain in public housing where no decent 
private shelter is available. 

6. Federal encouragement and assistance for planning on metropolitan aren 
basis should be established. 

7. The Racial Relations Service should be reconstituted on a nonpartisan 
professional basis to provide responsible review of all programs in all head- 
quarters and regional offices of the Housing and Home Finance Agency and 
its constituent agencies. Immediate measures should be taken to institute 
racial relations review of all urban renewal proposals. 

8. Financing aids should be developed to meet the financing problems ob- 
structing the access of minorities to housing on equal terms and conditions. 
Such aids would require, in addition to VHMCP efforts, the immediate use of 
the special assistance authority of FNMA permitting it to make advance com- 
mitments to purchase FHA-insured and VA-guaranteed mortgages for open 
oceupaney housing. 
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9. Effective governmental aid should be provided for middle-income families 
in the economic “no man’s land” between public and private housing. This 
would include, in addition to sections 220 and 221, the encouragement of rental 
and cooperative housing through low-interest and long-term direct loans for 
middle-income housing developed by cooperatives and nonprofit or limited divi- 
dend corporations. 

Member organizations of the National Committee Against Discrimination in 
Housing are as follows: 

Amalgamated Clothing Workers of America 

American Civil Liberties Union 

American Council on Human Rights 

American Ethical Union 

American Friends Service Committee 

American Jewish Committee 

American Jewish Congress 

American Veterans Committee 

Americans for Democratic Action 

Anti-Defamation League of B’nai B'rith 

Council for Social Action, Congregational Christian Churches 

Jooperative League of the U. S. A. 

Friends Committee on National Legislation 

Friendship House 

International Ladies’ Garment Workers’ Union 

Jewish Labor Committee 

League for Industrial Democracy 

Migration Division, Puerto Rican Department of Labor 

National Association for the Advancement of Colored People 

National Association of Intergroup Relations Officials 

National Council of Negro Women 

National Council of Churches of Christ, Race Relations Department 

National Urban League 

Presbyterian Church U. S. A., Department of Social Education and Action 

Race Relations Department, American Missionary Association Division, 
Board of Home Missions, Congregational Christian Churches. 

United Auto Workers of America 

United Steelworkers of America 


Senator Ciark. That concludes the public hearings on housing meas- 
ures before the subcommittee. 

The chairman of the subcommittee asked me to say that the record 
will be kept open until the early part of next week so that additional 
statements may be filed by interested parties. 

The committee will now be in recess. 

(Whereupon, at 3:15 p. m., the subcommittee was recessed, subject 
to the call of the chairman.) 


< 








